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Your AGL Directors unanimously recommend that
you vote in favour of the Recommended Proposal.
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Chairman’s letter
29 August 2006

Dear AGL Shareholder,

Your Board is very pleased to put before you a valuable oppartunity to own shares in two major Australian energy companies.
This opportunity is described in this Bocklet as the Recommended Proposal.

The first company, AGL Enerqy, will be one of Australia's leading integrated energy companies. It will include AGL’s retail and power
generation businesses, AGL's upstream gas portfolio, and an initial 33% interest in the Western Australian AlintaAGL energy business.

" AGL Shareholders will own 100% of AGL Energy.

The second company, New Alinta, will be Australia’s largest energy infrastructure company listed on ASX. It will be formed from a
merger of the infrastructure assets and |nfrastructure management businesses of Alinta and AGL. AGL Shareholders will own 46%
of New Alinta.

Under the Recommended Proposal, for every 100 AGL shares you currently own you will receive 100 shares in AGL Energy and
61 shares’ in New Alinta.

' Creating enhanced longer term shareholder value

As you may be aware, the AGL Board has, for some time, been looking at ways of creating enhanced longer term shareholder value.

The AGL Directors unaﬁimously recommend this proposal as the best opportunity to create this value.

This is because the Recornmended Propaosal:

B forms two companies with separate, focussed businesses, management expertise and business strategies consistent with AGL's
Original Demerger Propasal;

realises a control value for the AGL infrastructure assets merged with Alinta;

B retains 100% of the AGL Energy cost savings, and allows you, through your shares in New Alinta, to participate in the cost savings
and synergies of merging the infrastructure assets; and

B enables you to benefit from growing shareholder returns through your new shareholdings in AGL Energy and New Alinta,

.The Independent Expert has concluded that the Recommended Proposal is in the best interests of

AGL Shareholders.

The Recommended Proposal will be principally implemented by way of separate AGL and Alinta schemes of arrangement, which require

the approval of AGL Shareholders and Alinta Shareholders at separate shareholder meetings on 6 October 2006. The approval of the
Court is also required.

Please read both Parts 1 and 2 of this Booklet in full, as both Parts contain important information for all AGL Shareholders and tell you
what you need to do to vote on the Recommended Proposal. You can vote by proxy or in person. Further details of how you can vote
are set out in frequentty asked question 14 in this Part 1 of this Bocklet.

- The AGL Board appreciates your continued interest in the future of AGL. If you have any questions about the Recommended Proposal,

please call the AGL Sharehelder Information Line on 1800 824 522 (within Australia) or +61 2 8280 7012 (international) frem
Monday to Friday between 8.30am and 5.30pm Sydney time.

The AGL Directors look forward to seeing you at the AGL Scheme Meeting on 6 October 2006.

Yours sincerely

ol Joloere.

Mark Johnson

Chairman

1. Parucipating AGL Shareholders wil receive 0.6117 New Ahnta Shares for every AGL Share that they hold.

The Australian Gas Light Company Scheme Booklet — Part 1
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The Recommended Proposal

i

i
“qhe Recormmencled Proposal involves a merger of AGL's and Alinta's infrastructure and asset management
tiusinesses and the separation of AGL's energy business to create two new listed entities, AGL Energy and

[\liew Alinta:
D AGL Energy will be a focussed, integraied erergy company combining AGL's existing energy business and 33% of Alinta’s
i WA retail and cogeneration businass (AliniaAGL) with the option ic acquire the remaining 67% over the nexi five years; and

B New Alinta will hold the merged AGL and Alinta infrastructure assets and asset management businesses and an initial 67%

j! interest in AlintaAGL.

After implementation of tha
" Recommended Proposat;’

trfrastructure
Assets

AGL e

Energy ) Alinta
infrastructure

ifﬂo’.u 1 AGL Erargy will mulially hive 3 35% interest sn AbntaAGL but has an opuon ta increas e the nierst to 100% over ive years
Jource: AGL
Value attributed to AGL Infrastructure Assets

|
iThe Independent Expert has concluded that in merging the AGL Infrastruciure Assets with Alin
to the AGL Infrastruciure Assets exceeds the standalone value of those assets and is within the value range on a full control

t
it )
basis. As explained in this Booklet, this value is partly reflected in the shareholdings that you will receive

ta's business, the velue atiributed

B The Austrafan Cas Light Company Scheme Booklet — Part 1
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What shares YOU will receive

: _ - ]

.[ I the Recormmended Praposal proceeds and you hold 100 AGL Shares, you will recéive:

D 100 AGL Energy Shares; and
O 61 New Alinta Shares®.

& 00 shareg

If the Recommended Proposal proceeds

(i

61 Shares’

Note: 1. Participating AGL Shareholders will receive 0.6117 New Alinta Shares for every AGL Share that they hold.
Source: AGL

How will the Recommended Proposal be implemented?

The principal steps necessary to implement the Recommended Proposal are:

D AGL Shareholders must approve the acquisition of AGL by New Alinta under a scheme of arrangement (the AGL Scheme);

D Alinta Shareholders must approve the acquisition of Alinta by New Alinta under a scheme of arrangement (the Alinta Scheme);
D the Court must approve both the AGL Schere and the Alinta Scheme; and

D AGL Energy is separated from New Alinta and becomes a separate public company listed on ASX.

The Australian Gas Light Company Scheme Booklet — Part 1
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LPG Assets

W Eigas {50%)
W HC Extractions

Y T S
Bowen/Surat

QLD Customers

W 1,000 electnaty

AlintaAGL,
WA Customers (33%)}

W 540,000 gas
W 1,000 electricity

o 7 VL R AR UL Y, i

SA Customers . : _ ; i t ‘._,mi;mé.ljng 321.51

53,000 gas ek S l ' . £ . ActewAGL

W 538,000 electricty : : v 1 y Customers (50%)
. 2 M 107.000 gas
153,000 electacty

NSW Customers

VIC Customers
775,000 gas

@511.000gas LEE % | 192,000 electricty
W 711,000 electrcity 4 i

% L g«;

Notes: 1. AGL Energy will initially have a 33% interest in AkntaAGL. but has an option to increase this interest to 100% over five years.
2. An addtional 491 MW is currently under construction or development.
Sources: AGL Annual Repart 2005, AGL Original Demerger Booklet, Alinta Annual Repart 2005, AGL website

 Australia’s largest retail enerqy customer

base with dynamic growth opportunities

The Australian Gas Light Cormpany Scheme Booklet — Part 1
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Other Investments

#l Alinta Infrastructure
Holdings {20%)
W Australian Pipeline Trust

b : . B ;
Asset Management ‘ - (40.25%)
CNSW, Vi, SA, OM. ACT. WY, Tas & WA} \ 6 | Gas valpo, Chie

" M Alinta asset management
i ; ; B Agility asset management

AllntaAGL,
. WA Customers {(67%)" .

540,000 gas
W 1,000 electnaty

s
e

LINTRT Wk
N
e

wse M
GLs vic elecalr;’ngty distnbution

Notes: 1. New Alinta will intially hold 2 67% interest in AlintaaGL, but AGL Energy has an option to ncrease its ivitial 33% mnterest to 100% over five years

2. As at 31 July 2006, Alinta held a 14.3% interest in the DBNGP which will increase to 20% upon completion of agreed capital contnbutions.

3. An adartional 491 MW is currently under construction or development.

4. Under the Recommended Praposal, New Alinta will acquire AGL's 30% interest in the units of APT. The remaining 10.25% interest in the units of APT shown in this figure
are 3t the date of this Booklet hekd by Alinta and are the subject of Takeovers Panel proceedings as descnbed in Section 3.2(d).

Sources: AGL Annual Report 2005, AGL Original Demerger Boaklet, Alinta Annual Report 2005, Alinta website

Australia’s largest manager of

enerqgy infrastructure assets

. The Australian Gas Light Company Scheme Booklet — Part 1 B
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' The Australian Gas Light Company Scheme Booklet
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Beneits off your new
shereheldings from the
Recommendea Proposal
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N

1 Diversiiied portiolios
of assets with strong
growth potential

Vot YES to Hhe Recommendeed Propesal
o own sheres in AGL Energy and New Alinta
and recejve the benefts of a broad portiolio
of and infrastructure and gain
g exposure to the high growth WA

12] o AR @ L CumssRy CEmD Bl = 0o 9
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Diversified portfolios of energy and infrastructure assets

Caonsistent with AGL’s Original Demerger Propesal, you will receive shares in separate energy (AGL Energy) and infrastructure
(New Alinta) businesses.

The Recommended Proposal further enhances AGL's Original Demerger Proposal by previding you with access to broader
portfolios of nationally diversified assets:

D AGL Energy, with assets including Australia’s largest retail energy customer base, a power generation business and an
integrated upstream gas portfolio; and

New Alinta, Australia’s largest energy infrastruciure company listed on ASX, with a diverse portfolio of high quality
infrastructure assets.

Scope of New Alinta and AGL Energy’s operations

Pirgarta 1 congeneraton
e . e T g
® ‘Additional developrments under

£ L e

Netes: 1. Asat 31 July 2006, Aknta held a 14.3% interest in the DBNGP which wil increase to 20% upon completion of agreed capital contnbutions.
2. An additional 487 MW is currently under construction or development.
3 Undler the Recommended Proposal, New Alnta will acquire AGL's 30% interest in the untts of APT. The remaining 10.25% interest in the units of APT shown in this figure are
at the date of this Booklet held by Alinta and are the subject of Takeovers Panel proceedings as described in Section 3.2(d).
Sources: AGL Annual Report 2005, AGL Original Demerger Booklet, Alinta Annual Report 2005, Company websites

AGL Energy and New Alinta will both have

nationally diversified portfolios of assets

The Ausiralian Gas Light Company Scheme Booklet — Part 1
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Growth prospects

Your new shareholdings will provide you access to substantial growth opportunities which are expected to enhance
shareholder returns:

AGL Energy will be positioned for strong growth in its retail and pawer generation businesses and upstream gas
portfolio, including through its 33% interest in AlintaAGL; and

New Alinta will be positioned to grow through the synerqistic benefits it expects to achieve from implementation
of the Recommended Proposal, organic grewth oppertunities within its portfaolio and future acquisitions.

The Australian Gas Light Company Scheme Booklet — Part 1
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Growth prospects of AGL Energy, AlintaAGL and New Alinta

AGL Energy

¥ Hallett Wind (95 MW), Hallett Thermal Expansion (250 MW),
) ‘ - Bogong Hydro (130 MW), West Kiewa Hydro {12 MW),
|- H et 3 Generation Townsville Generator (370 MW), Bluff wind (45 MW),
’ : - Mica Creek upgrade {70-100 MW),
other wind {(40% MW), other gas (8O0 MW)

¥ PNG Upstream Gas Project
¢ CSM opportunities
¢ Proposed PNG Australian Pipeline Project

¢ Plans to access the high growth Queensland electricity market
Retail - Qrganic growth of Austratia's largest retall energy customer base

AlintaAGL
.« o AlntaAGL's development
r 3 ) of cogeneration units
—™ | y Generation
33%* :
67% v Exposure Lo the high

growth WA economy

¥

Retail

AAlinta

New Alinta

v Merger of Alinta asset management and Agility asset

management businesses increases base to pursue further
Asset Management asset management opportunities and offers significant
synergistic benefits

v Proposed expansion of the Dampier to Bunbury Natural Gas Pipeline

« Alinta Infrastructure Holdings
v United Energy Distribution and Multinet Gas networks

Organic Growth

+ Dampier 1o Bunbury Natural Gas Pipeline
[ : ¥ AlintaGas networks

¥ New Alinta will continue 10 evaluate acquisition opportunities within
Acquisition Alinta's current strategic parameters '

Opportunities + New Alinta’s expanded capital base and strong balance sheet
will leave it well positioned for future acquisitions

Note:  “ AGL Energy has an option to increase its initial 33% interest to 100% over the next five years.
Sources: AGL and Alinta

The Australian Gas Light Company Scheme Booklet - Part 1
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2 Separete, focussed
businesses each with
EXPErt Management

Vels YES to e Proposel,
to shares in AGL Energy and New
Alinta, two companies with separate, highly
and management
teams with specilic business strategies

and finandial structures
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As aresult of the Recommended Proposal, you will hold shares in:
AGL Energy, an integrated energy company focussed on achieving growth and maximising total shareholder returns; and

D New Alinta, an owner and manager of energy infrastructure assets, focussed on delivering strong and consistent growth
in earnings and dividends.

Consistent with AGL's Original Demerger Proposal, each company wilt have separate, expert management and focussed
businesses, with tailored strategies to enhance shareholder returns.

This provides you with the opportunity to manage and adjust your investment porifolio by holding investments in either
or both of AGL Energy and New Alinta in order to gain exposure to the different profiles of each company according to your
investment preferences.

Independent management expertise and separate focussed businesses

New AAlinta

' ey R 4 AT (AR T R e " . R

Business strategy Rig na sharen *fw NS by: ! Maximising growth in shareholder returns
! i by infrastructure ownership and operating
an efficient asset management business

Continued focus on optimising the core business
and pursuing new growth cpportunities

g |Management UBstanti <PE m i| v Strong track record of acquiring, integrating
’ and managing energy and infrastructure assets

Around $ 74 billion of assets under management,
providing a platform for future growth

Appropriate P i structure “':; p An efficient capital structure is expected to
capital structure  IOSEIRG 0 (Capi allow New Alinta to efficiently leverage its
’ investrments and maintain strong and consistent
dividend and earnings growth

Sources: AGL and Alinta

AL

/d

The Australian Gas Light Company Scheme Booklet - Part 1

93



Page 20 of 457 Docld: SEI581032 ACN :115061 375

B Cost savings ane synergies

Vot YES o he
to own shares in AGL Energy, to share in
benelits of existing cost savings and to own
shares in New Alinta, ensbling you to share
in and synergies
merger of AGL's and Alinta’s
infrastructure businesses
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Continued cost savings in AGL Energy

AGL Energy has in place cost saving programs designed to increase profits and operating efficiencies and to improve AGL
Energy's competitive advantage for further growth in market share and increased profitability.

Cost savings will be derived by methods such as rationalising energy billing systems and processes, and streamiining the
corporate centre and the remainder of the business areas. ’

AGL Energy forecast annual cost savings

AGL Energy cost
savings programs

Note: 1. The IT savings require an intial outlay of $80-3%100 mdhian.
Source: AGL

if the Recommended Proposat proceeds, AGL Shareholders will retain 100% of the cost savings forecast for AGL's energy
business, consistent with AGL’s Criginal Demerger Proposal,

The Australian Gas Light Company Scheme 8ocklet — Part 1
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Cost savings and synergies in New Alinta

Cost savings and synergies in New Alinta will primarily arise from the combination of the asset management businesses of AGL
(Agility) and Alinta, and the elimination of duplicated corporate functions.

New Alinta forecast annual cost savings and synergies

New Alinta forecast

synergies and
cost savings

Note: 1. Exchuding CPlimpacts.
Source; Ahnta

Fisl  The Australian Gas Light Company Scheme Booklet — Part 1
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Beneltts of your new
shareholdings from the
Recommended Proposal
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Ineressing sharehelder returns

Vete YES to the
to increasing shareholder returns
your AGL Energy Shares and your

New Alinta Sheres
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AGL Energy: earnings growth

AGL Energy is expected to have strong earnings growth. This is largely due to its:
B business strategy focussed an the high growth energy sector;

operating scale advantages;

anticipated value adding acquisitions;

B cost savings projects; and

B capital structure optimised for growth.

For detailed financial information, please refer to Section 2 in Part 2 of this Bocklet,

AGL Energy growth in earnings’

A g
Earnpings pe
o

Notes: 1. Forecast earnings are on a business as usual basis for AGL Energy’s 30 June year end and do not incorporate projected earnings from potential acquisiions.
2. Proft from ordmary actnaties before hnance costs, income tax expense, depreciation and amortisation andg after the pro forma adustments referred to in
Section 2 of Part 2 of this Booklet {EBITDA), is a proxy measure of operating cash flow.
Source: AGL Energy pro forma and historical forecasts

Consistent with AGL’s Original Demerger Proposai,
AGL Energy expects to have strong growth prospécts .

The Australian Gas Light Cornpany Scheme Booklet - Part 1
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New Alinta: earnings growth

New Alinta is expected to have strong and consistent earnings growth inte the future. This is largely due to its:
@ larger and more diversified, high quality asset portfolio;
B enlarged asset management business; and

B expected synergies and cost savings.

For detailed financial information, please refer to Section 4 in Part 2 of this Bookiet.

New Alinta growth in earnings and dividends’

Notes: 1, Earnings per share and dividends per share are based on New Aiinta's 31 December year end.
2. Normalised pro forma earnings per share.
Source: New Alinta forecasts

Consistent shareholder growth underpinned |

by a strong integration track record |

The Australian Gas Light Company Scheme Booklet — Part 1
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Growth in dividends

AGL has consistently delivered increasing dividends. The Recommended Proposal is expected to continue to deliver dividend
growth for AGL Shareholders consistent with the upper end of the forecast range under AGL's Original Demerger Proposal,

These dividends are expected to continue to increase as cost savings and synergistic benefits are realised over a number of years.

For detailed financial information, please refer to Section 2 in Fart 2 of this Bocklet in relation to AGL Energy and Section 4 in
Part 2 of this Booklet in relation to New Alinta.

AGL has consistently delivered increasing dividends

i _New Alinta_
20.3 cents

: AGL Energy

AGL” % ! 34.2 cents
63.0 cents 67.5 cents T I

Notes: 1. Compound annual growth of gross dividends per share (that s inclusive of franking credits) from 30 June 2004 ta 30 June 2007 under the Recommendad Proposal
{exchuding 80 cents per share special dvidend and capital return in the financial year ending June 2005).
2. Dotted hne indicates the gross dividend (that is inclusive of franking credits).
3, The dividends following implementation of the Recommended Proposal assume a Transaction Implementation Date of 25 Qctaber 2006 and are calculated based
on AGL Energy and New Alnta forecasts contained in this Booklet.
Sources: AGL Annual Reparts, AGL Energy and New Abnta forecasts

AGL Energy expects to deliver increasing
~dividends to its shareholders

The Australian Gas Light Company Scheme Booklet — Part 1
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The Independent Expert has
considered the Recommended

Proposal and concluded it is in the
best interests of AGL Shareholders

The Independent Expert has considered the advantages and disadvantages for AGL Sharehclders of the Recommended
Proposal and has concluded that it is in the best interests of AGL Shareholders.

The Independent Expert’s reasons to support its conclusion include that:

O the Recormmerdled Proposal resolves a situation that had the potential to reach a stalemate, to the detriment
of shareholders in both AGL and Alinta;

O the Recommended Proposal enhances the strategic and other benefits of the AGL‘ Original Demerger Proposal;
D the Recommended Proposal has the potential to result in substantial cost savings and other synergy benefits;
D the Recommended Proposal should result in an increase in attributable earnings and dividends;

D overall, the value exchange is, on balance, fair between the parties; and

D the Recommended Proposal has certain disadvantages and risks, which while not inconsequential, do not outweigh
the anticipated benefits.

In summary, the Independent Expert believes that AGL Shareholders wiil be better off if the Recornmended Proposal
is implemented than if it is not.

The Independent Expert’s Report is set aut in Annexure F in Part 2 of this Booklet.

Yeur AGL Directers uneminous]y
recemmend et you vete VES
te the Recormendad Prepesel

S
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Financial summary

The histarical inancial surmmary for AGL Energy represents the results of operations and financial position had it been an
independent company during the years ended 30 June 2005 and 2006. The financial forecast for the year ending 30 June
2007 includes the results from operations of all the businesses that will be owned by AGL Energy after implementation of the
Recommended Proposal and assuming the Transaction Implementation Date is 25 October 2006.

Further detail relating to the historical inancial information and pro forma forecast is contained in Section 2 of Part 2 of this Booklet.

The historical financial information contained in Section 2 of Part 2 of this Booklet has been reviewed by the Investigating
Accountant and its report is contained in Annexure D to Part 2. The pro forma forecast financiai information has been reviewed
by the Independent Reviewer of Directors’ Forecasts and its report is contained in Annexure E.

AGL Energy financiat summary

'AGL Energy Year ended Year ended 'Year ending
! 30 June 2005 30 June 2006 30 June 2007
Pro forma Pro forma Pro forma
$m Sm Sm
Revenue 3,550 3,804 4,188
EBITDA 338 515 738
EBIT 292 423 568
Profit after income tax 193 305 312
Basic EPS {cents) 42.2 66.9 77.6

Source: Section 2 of Part 2 of this Booklet

AGL Energy Revenue ($m)
Compound annual growth of 8:6%?

4188

3804
o T

U

R200- R8> 00ck:

AGL Energy EBIT (Sm)™

Compound annual growth of 39,5%?

568
423

292

52005 R0 00632 007,

(

Notes: 1. Profit from ordiary activities before finance costs, income tax expense and after the pro forma adustments referred to in Section 2 in Part 2 of this Booklet (EBIT).
2. Compound annual growth of Revenue and EBIT from 30 June 2005 te 30 June 2007 under the Recommended Proposal.

Sourca: Section 2 of Part 2 of this Booklet
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Disadvantages and risks of the
Recommended Proposal

Introduction

In addition to the other material presented in this Booklet, this section identifies the material disadvantages and risks of the
Recommended Proposal you should consider when deciding whether to vote in favour of the resolution to be put forward at
the AGL Scheme Meeting.

Disadvantages of the Recommended Proposal
(1) Effects of reduction in size and diversification

After implernentation of the Recormmended Proposal, both AGL Energy and New Alinta will be smaller and less diversified
companies than AGL.

Given the focussed nature of AGL Energy’s operations after implementation of the Recommended Propesal, the effect of a
significant adverse event in AGL Energy will not be able to be directly offset by favourable developments in AGL's infrastructure
business which will form part of New Alinta, or vice versa. Accordingly, the proportional impact of an adverse development on
the value of a share in AGL Energy or New Alinta may be more significant than the impact of the same adverse development on
the value of an AGL Share.

(2) Lower individual index ratings than AGL’s current rating

Both AGL Energy and New Alinta are each likely to have a lower market capitalisation than AGL. Although AGL Energy and New
Alinta are still expected to be included in the S&P/ASX 100 Index and most other key market indices, they may receive lower
institutional investor support relative to AGL prior to the Recommended Proposal. This may result in a less liquid trading market
for AGL Energy and New Alinta Shares.

(3) Transaction costs

Total transaction costs in respect of the Recommended Proposal to be borne by AGL and AGL Energy are estimated at
approximately $102.1 million. These costs primarily relate to advisor, financial, legal, accounting and expert fees, stamp duty,
insurance and other costs. The fees also relate to the costs of establishing AGL Energy as a separate entity, including fees
associated with its ASX listing, information technelogy systems and human resources. It should be noted that transaction costs of

approximately $41.7 million are expected to have been incurred or committed to by AGL by the time of the AGL Scheme Meeting.

{4) No due diligence

The Recommended Proposal is being carried out on a "public markets” basis. This means that AGL has not had the opportunity
to undertake detailed legal due diligence on Alinta. However this is mitigated to the extent that;

W as a listed company, Alinta is subject to the continuous disclosure regime;
B many of Alinta’s assets are regulated assets which have a high level of transparency and operational certainty; and

M Alinta's assets are in asset classes in which AGL has a core competency.
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Risks of the Recommended Proposal

There are a number of risks associated with the Recommended Proposal which AGL Sharehalders should understand. These
risks have the potential to impact on the future performance of AGL Energy and/or New Alinta. A number of these are set
out below. Shareholders are also encouraged to read Section 5.2 in Part 2 of this Booklet, which covers these and other risks
related to the Recommended Proposal.

(1) Restructuring and integration

Faliowing the Transaction Implementation Date, there will be a period of time during which the business, assets, risks and
liabilities of AGL Energy will need to be disengaged from those of AGL's infrastructure business.

Prior to the Transaction Implementation Date, certain AGL information systems, applications and business processes were

- deployed in business functions in areas such as group finance, company secretarial, human resources and property management
‘in refation to both the AGL energy business and the management of AGL’s infrastructure assets. Following the Transaction
‘Implementation Date, these business functions and systerns will be provided either by an external bureau service provider or

through the provision of operational services by each party to the other. There is a risk that the provision of business systems
and functions through an external service provider and the provision of operational services by each party to the other may
result in an interruption to services and the operations cf AGL Energy or New Alinta.

There is a risk that separation of AGL Energy and AGL’s infrastructure business will take longer than expected or may involve
greater costs than anticipated, and that some aspects of the separation will not be achieved in the manner anticipated or will
not be possible at alt in some cases,

Both AGL and Alinta have identified costs savings and synergies arising from the Recommended Proposal. There is a risk that
AGL Energy and/or New Alinta will not achieve the forecast level of cost savings and synergies. If cost savings are lower than
expected or take a longer time to achieve, this could negatively affect the financial results or ability to conduct the business
of AGL Energy and or New Alinta (as the case may be).

(2) Fixed merger exchange ratio

Under the Recemmended Proposal, AGL Scheme Participants are being offered one AGL Energy Share and 0.6117 New

Alinta Shares for each AGL Share and Alinta Shareholders are being offered one New Alinta Share for each Alinta Share. This
consideration will not vary if the value of Alinta Shares increases and the value of AGL Shares decreases, or vice versa, prior to
the Transaction Impiementation Date. The market value of New Alinta Shares and AGL Energy Shares at the time at which they
are received by AGL Scheme Participants may vary from their market value on the date of the AGL Scheme Meeting.

Furthermore, there is a risk that the combined market value of an AGL Shareholder's AGL Energy Shares and New Alinta Shares
after implementation of the Recommended Proposal will be fess than the market value of AGL Shares before implementation
of the Recommended Proposal. AGL Shareholders should note, however, that if the Recommended Propasal does not proceed,
there can be no guarantee that AGL Shares will continue to trade at prices in line with recent levels.

(3) Development of a liquid trading market

There has not previousty been a separate public market for shares in either AGL Energy or New Alinta. Accordingly, there can

be no assurance that an active trading market will develop for shares in AGL Energy or New Alinta after the Recommended
Proposal is implemnented or that shares in AGL Fnergy or New Alinta wilt trade at a particular level in the public market following
implementation of the Recommended Proposal. The AGL Board also expects that following implementation of the Recommended
Proposal a number of shareholders may seek to adjust their holdings in AGL Energy and/or New Aiinta and accordingly there may
be, at least in the period shortly after the shares commence trading on ASX, a more volatile market for shares in the two entities.

(4) AGL Energy and New Alinta may not achieve an improved stock market rating

Following implementation of the Recommended Proposal, there is a risk that neither AGL Energy nor New Alinta will achieve an
improved stock market rating relative to AGL's stock market rating prior to the announcement of the Recommended Proposal.
In addition if, following implementation of the Recommended Proposal, either AGL Energy or New Alinta is trading at valuation

muliiptes lower than comparable entities, there is a risk that AGL Energy or New Alinta (as the case may be) could become the
subject of an unsclicited and opportunistic takeover offer.
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Business risks of AGL Energy
and New Alinta

Shareholders should also understand the operational and gereral investment risks which may affect them as sharehoclders in New
Alinta and AGL Energy. Some of these are noted below. There is more detail about these risks in Sections 5.3 and 5.4 in Part 2 of
this Booklet.

(1) Risks affecting AGL Energy’s business

The risks set out below which affect AGL Energy’s business are already faced by AGL Shareholders, as they currently own the
AGL Energy business through their shareholding in AGL:

0 the retail energy business faces risks relating to competition for retail customers, regulation of pricing to some customers
and effects of the weather on energy consumption;

W the wholesale electricity business faces risks relating to pricing of wholesale electricity, regulation of greenhouse emissions
and effects of variations in rainfall on AGL Energy’s hydro generation assets;

B the wholesale gas business faces risks refating to pricing in long term gas supply arrangements, technical risks in the
upstream petroleum industry and exposure to variations in oil pricing and currency; and

@ current development projects of AGL Energy, such as those identified earlier in this Part 1, face risks with timing and cost
which depend on commercial circumstances existing at the relevant time. Sufficient detailed work has not been completed
to forecast accurately the cost and commercial benefit of developing these projects. Accerdingly, there is ne certainty that
these projects will reach completion.

(2) Risks affecting New Alinta’s business (including the AGL Infrastructure Assets)

B New Alinta will have a number of investments in which it holds a minority interest and, as such, it will not be in a position to
control those investments.

@ New Alinta will be subject te a range of legal and requlatory compliance requirements, including cbligations under the licences
it holds.

M New Alinta faces operational risks, such as equipment failure, network damage or other disasters, which are outside New
Alinta’s cantrol.

(3) Risks affecting AlintaAGL

B The WA gas and electricity markets have only recently become subject to competition and there is a risk that this may result
in a reduction in the total number of customers serviced by AlintaAGL.

W Cogeneration assets which are under construction or which have not yet been constructed may experience delays
in construction.
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Frequently Asked
Questions

This section contains answers to questions that AGL Shareholders may have about the Recommended Proposal.
More detailed information in relation to a number of these questions can be found in Part 2 of this Booklet.

(1) What is the Recommended Proposal?

The Recommended Proposal involves merging AGL and Alinta into a newly created company called New Alinta by way of two
schermes of arrangement (the AGL Scheme and the Alinta Scheme). AGL Energy will subsequently be separated from New
Alinta by way of the Buy Back, to create two separately listed entities - AGL Energy and New Alinta.

(2) What are the key steps to implement the Recommended Proposal?

The key steps in implementing the Recommended Proposal are:

W Alinta Shareholders will vote to approve the Alinta Scheme at the Alinta Schemne Meeting;
B AGL Shareholders will vote to approve the AGL Scheme at the AGL Scheme Meeting;

@ if the resoluticns to be considered by Alinta Shareholders and AGL Shareholders are approved by the requisite majorities of
Alinta Shareholders and AGL Shareholders respectively, applications will be made to the Court to approve the Afinta Schermne
and the AGL Scheme at separate Court hearings expected to be held on 9 October 2006; and

@ AGL Energy will be separated from New Alinta by a buy back.

(3) What vote is required to approve the AGL Scheme?

For the AGL Scheme to proceed, votes ‘in favour’ must be received from:

B a majority in number of AGL Shareholders who vote at the AGL Scheme Meeting (by proxy or in person); and
B at least 75% of the total number of AGL Shares voted on the resolution to approve the AGL Scheme.

If you are an AGL Shareholder on the AGL Scheme Record Date and both the AGL Scheme and Alinta Scheme are approved by
their respective shareholders and the Court, your AGL Shares will be transferred to New Alinta under the AGL Scheme and you
will subsequently receive AGL Energy Shares and New Alinta Shares. This will be so whether you voted for or against the AGL
Scheme or chose not to vote at all.

{4) How do the AGL Directors recommend that | vote?
The AGL Directors unanimously recommend that you vote in favour of the AGL Scheme.
(5} What is the Independent Expert’s opinion?

The Independent Expert has concluded that the Recormended Proposat is in the best interests of AGL Shareholders.
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(8) Is implementation of the AGL Scheme subject to any other approvals being granted or conditions
being satisfied?

Section & in Part 2 of this Booklet contains further details of the approvals required, as well as a number of other conditions
that must be satisfied {or waived), befare the AGL Scheme can proceed.

(7} What will | receive if the Recommended Proposal proceeds and what is the impact on my AGL shareholding?

if the Recommended Proposal proceeds and you are an AGL Scheme Participant you will receive one AGL Energy Share and
0.6117 New Alinta Shares for each AGL Share that you hold on the AGL Scheme Record Date {unless you are an Ineligible
Overseas AGL Shareholder). You will not be required to pay any cash for any shares you are entitled to receive under the
Recommended Proposal.

Ineligible Overseas AGL Shareholders are AGL Shareholders whose address as shown in the AGL Share Reqister on the AGL
Scheme Record Date is outside Australia, its external territeries, Hong Kong, Japan, New Zealand, Singapore, the United
Kingdom er the United States of America. If you are an Ineligible Overseas AGL Shareholder, the New Alinta Shares and AGL
Energy Shares that you would otherwise have received under the Recommended Proposal will be transferred to and sold by
the Nominee, with the average net proceeds of sale (after deduction of any fees and taxes or other charges or costs of sale)
remitted te you.

(8) When will | receive my AGL Energy Shares and New Alinta Shares?

If the Recommended Proposal proceeds, it is expected that you will receive your AGL Energy Shares and your New Alinta
Shares con 25 October 2006 (although this may change). However, you will be able to commence trading your AGL Energy
and New Alinta Shares on 12 October 2006 (see question 15 below).

{9) What AGL dividends will ) receive?

Shareholders who hold AGL Shares on 8 September 2006 will receive AGL's Final Dividend for the 2006 financial year of
36.5 cents per AGL Share. |

Under the Recommended Proposal, AGL Shareholders who hold AGL Shares on the record date for the Transaction Dividend
{currently expected to be 7.00pm Sydney time on 16 October 20086) will receive a Transaction Dividend. The Transaction
Dividend will be for the period commencing 1 July 2006 up until the Transaction Implementation Date. The Transaction
Dividend is expected to be approximately 25.5 cents per AGL Share,

AGL Sharehciders who:
@ acquire some or all of their AGL Shares within 45 days of the Transaction Implementation Date; and

@ during the 2007 tax year, will receive dividends from all sources in relation to which the franked component
exceeds $11,666,

may not be entitled to the benefit of franking credits in respect of the Transaction Dividend to the extent it relates to those
AGL Shares acquired within 45 days of the Transaction Implementation Date.

For further information, please refer to Section 8 of Part 2 of this Booklet.

{10} What will | receive if only the AGL Scheme proceeds?

The AGL Scheme cannot proceed unless the Alinta Scheme also proceeds and vice versa (see question 17 below).
{11} Whois entitled to vote at the AGL Scheme Meeting and what is the procedure?

If you are registered on the AGL Share Register at 7.00pm on 4 October 2006 you may vote at the AGL Scherme Meeting by
proxy, in person, by attorney or, in the case of corporate shareholders, by corporate representative.

Instructions on how to vote at the AGL Scheme Meeting are described in question 14 below. More details are included in the
Notice of Meeting contained in Section 10 in Part 2 of this Booklet. Please note that the relevant Notice of Meeting is in
part 1 of Section 10.
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{12) What are the taxation implications of the Recommended Proposal?

AGL anticipates that the Australian capital gains tax (CGT) consequences for most Australian tax resident AGL Sharehelders

.

Is CGT payable What is the cost base of your When do you acq'uire your
as a result of the | AGL Energy Shares and AGL Energy Shar;es and
Recommended New Alinta Shares? New Alinta Shares for
Proposal? CGT purposes? i
Pre-CGT AGL Shares No The market vatue of your AGL Energy Shares —
AGL Shares at the time of the on the Transaction

(ie shares acquired before

20 September 1985) Recommended Propesal will be split | Implementation Date.

between the AGL Energy Shares
and the New Alinta Shares you will
receive under the Recommended

New Alinta Shares -
on the Transaction
Implementation Date.

Proposal.
Post-CGT AGL Shares No The existing cost base in AGL AGL Energy Shares -
(ie shares acquired after Shares will be split between the AGL | on the Trans‘?acnon
Energy Shares and the New Alinta Implerentation Date.

19 September 1285) ] )
Shares you will receive under the

Recommended Proposal. Details on
how to do this should be available
on the ATO website in time for
cempleticn of your 2007 income
tax return.

New Alinta Shares —
on the date you acquired your
AGL Shares.

For most Australian tax resident AGL Shareholders, the cost base of their AGL Shares will be the amount paid for those AGL
Shares less the capital return of 50 cents per AGL Share paid in April 2005,

There should be no other tax consequences for Australian AGL Shareholders who hold their AGL Shares on capital account
for tax purposes.

AGL has applied for a Class Ruling from the ATO to confirm the anticipated taxation consequences set out above.

The above description is expressed in general terms and is not intended to provide taxation advice in respect of the particular
circumstances of any AGL Shareholder. You should seek your own specific taxation advice for your individual circumstances.
Section 8 in Part 2 of this Booklet contains more detailed information on taxation.

(13) When and where will the AGL Scheme Meeting be held?

The AGL Scheme Meeting will be held at 10.30am on 6 October 2006 at City Recital Hall, Angel Place, Sydney. The Notice of
Meeting in Section 10 in Part 2 of this Bocklet provides meeting details. Please note that the relevant Notice of Meeting is in
part 1 of Section 10.

(14) How do | vote in person or what if | cannot attend the AGL Scheme Meeting?

If you plan on attending the AGL Scheme Meeting, the proxy form included with this Booklet also serves as the registration
form for the Meeting. You shouid bring the completed proxy form with you to the Meeting.

If you are attending as an attorney or corporate representative, you should also bring to the AGL Scheme Meeting the original
(or certified copy) of the power of attorney or your appointment as corporate representative (as the case may be), unless you
have previcusly provided the power of attorney or appeintment (as the case may be) to AGL or the AGL Share Registry.

If you cannot attend the AGL Scheme Meeting, a proxy form is included with this Booklet. You may appoint a proxy to attend
and vote at the AGL Scherme Meeting, in which case you wilt need to complete the proxy form,
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Your proxy form must be;

W sent to the AGL Share Registry (using the enclosed envelope} at:
Locked Bag A14
Sydney South NSW 1235
Australia;
or
B hand delivered to the AGL Share Registry at:
Level 12
680 George Street
Sydney NSW 2000;
or
B faxed to the AGL Share Registry:
(02) 2287 0309
International + 61 2 9287 0309;
or
I sent to AGL's registered office at:
72 Christie Street
St Leonards NSW 2065,

so that it is received by no later than 11.00am on 4 October 2006. Alternatively, you may recerd your proxy voting
instructions by this time and date on the internet at www.agl.com.au.

If an attorney signs a proxy form on your behalf, the authority under which the proxy form was signed (or a certified copy)
must be received by the AGL Share Registry at the same time as the proxy form (unless you have already provided the
authority (or a certified copy) to AGL). If you complete and return a proxy form, you may still attend the Meeting in person,
revoke the proxy and vote at the Meeting.

(15) When will AGL Energy and New Alinta commence trading on ASX?

AGL Energy Shares are expected to commence trading on ASX, initially on a deferred settlement basis, on 12 October 2006,
New Alinta Shares are expected to commence trading on ASX on a deferred settlement basis on 12 October 2006. The AGL
Scherne Record Date is expected to be 7.00pm Sydney time on 18 October 2006.

(16) Can1buy more or sell my AGL Energy Shares or New Alinta Shares?

You will be able te buy more or sell your AGL Energy Shares or New Alinta Shares on ASX from the time that the shares are
quoted on ASX.

(17) What if the Recommended Proposal is not implemented?

If the Recornmended Proposal does not proceed:

o AGL will continue to be listed on ASX and will continue to own both AGL Energy and the AGL Infrastructure Assets;
@ you will not receive shares in either AGL Energy or New Alinta;

I cash transaction costs of approximately $41.7 million are expected to have been incurred or cormmitted to by AGL;

@ the benefits of the Recommended Proposal described earlier in this Part 1 and in Part 2 of this Booklet, which the AGL Board
considers should create longer term value for AGL Shareholders, may not be realised; and

@ the disadvantages and risks of the Recommended Proposal described earlier in this Part 1 and in Section 5 of Part 2 of this
Booklet may not arise.

If the Recommended Proposal does not proceed, the AGL Board and management may reconsider alternatives to the
Recommended Praposal, including continuing with AGL's bid for the issued share capital in Alinta as more fully described
in Section 9.24 in Part 2 of this Booklet.
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(18) Is there a number to call if | have any questions?

If you have any questions about the AGL Scheme or the Recommended Proposal generally, please call the AGL Shareholder
Information Line on 1800 824 522 (within Australia) or +61 2 8280 7012 (internationa’) between 8.30am and 5.30pm
Sydney time, Monday to Friday.
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What you should do

1. Carefully read this Booklet

You should read Parts 1 and 2 of this Booklet in full before making any decision on how to vote.

There are answers to some frequently asked questions beginning on page 31.

If you have any questions, you can call the AGL Sharehotder Information Line on 1800 824 522 (within Australia)

or +61 2 8280 701 2 {international}, Monday to Friday between 8.30am and 5.30pm Sydney time.

2. Vote on the Recommended Proposal

As an AGL Shareholder, you are entitled to vote on whether you want the Recommended Proposal to proceed or not.
You can vote:

W by proxy, using the enclosed proxy form;

W by proxy at www.agl.com.au; or

® in person by coming to the AGL Scheme Meeting to be held at 10.30am Sydney time on 6 October 2006.

To ensure that the proxy form is valid, you should returnit by 11.00am Sydney time on 4 October 2006. You can do
this by using the enclosed envelope or by faxing the form to the AGL Share Registry on +61 2 9287 0309 or on-line
at www.agl.com.au.

Ve AGL
thee AGL Sharaholders i
of the
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THIS BOOKLET IS DIVIDED INTC TWO PARTS, OF WHICH THIS DOCUMENT IS PART 2. PART 1 OF THIS BOOKLET PROVIDES
AN OVERVIEW OF THE RECOMMENDED PROPOSAL, MORE DETAILED INFORMATION CONCERNING THE RECOMMENDED

PROPGSAL CAN BE FOUND IN THIS PART 2.

A'._Key dates. o L .

[Event

Time and date by which you must lodge the proxy form for the AGL

Scherme Meeting if you wish to vote by proxy at the meeting

{  Time and Date

11.00am on 4 October 2006

Time and date for determining eligibility to vote at the AGL Scheme

Meeting

7.00pm on 4 Octaber 2006

Alinta Scheme Meeting

6 October 2006

AGL Scheme Meeting

10.30am on 6 Cctober 2006

The times and dates below are indicative only and AGL and/or Alinta has the right to vary any or all of these dates and times
" without notifying AGL Shareholders. Certain dates are conditional on the approval of those dates by ASX and the Court.

. |.'Event

Court hearings for approval of the AGL Scheme and
Alinta Scheme

I Time and Date

9 October 2006

* Alinta Scheme Effective Date - the date the Alinta Scheme
. becomes legally Effective

11 October 2006

AGL Scheme Effective Date — the date thg AGL Scheme
becomes legally Effective

11 October 2006

- Last day AGL Shares trade on ASX with an entitlement to
participate in the AGL Scheme

11 Octaober 2006

AGL Energy Shares commence trading on ASX on & deferred
settlement basis

12 QOctober 2006

New Alinta Shares commence trading on ASX cn a deferred
settlement basis

12 October 2006

Record date for Transaction Dividend

7.00pm on 16 October 2006

AGL Scherne Record Date — time and date for determining
entitlements to New Alinta Shares and Converting Shares

7.00pm on 18 October 2006

Payment of Transaction Dividend

23 Qctober 2006

Transaction Implementation Date - issue of New Alinta Shares
and Converting Shares to Participating Shareholders

25 October 2008

New Alinta buys back the Cenverting Shares and AGL Energy
issues AGL Energy Shares to Buy Back Participants

25 October 2006

Dispatch of transaction confirmation statements for AGL
Energy Shares and New Alinta Shares and last day cof deferred
settiement trading for AGL Energy Shares and New Alinta Shares

25 October 2006

Normal trading of AGL Energy Shares and New Alinta Shares
commenceas

26 October 2006

Settlement of all deferred settlerment trades of AGL Energy
Shares and New Alinta Shares -

31 October 2006

Latest day for dispatch of payment to Ineligible Overseas AGL
Shareholders

11 December 2006
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If you have any questions about the AGL Scheme or the Recommended F,’roposal, please call the AGL Shareholder Information
Line on 1800 824 522 (within Australia only) or +61 2 8280 701 2 (international) between 8.30am and 5.30pm {Sydney
time) Monday to Friday.

B. Important information

General

This Bocklet is divided inte two parts, of which this document is Part 2. Part 1 of this Booklet provides an overview of the
Recommended Proposal. More detailed information concerning the Recommended Propesal can be found in this Part 2.°

AGL Shareholders should becorme familiar with the contents of both Parts of this Booklet in their entirety before making a
decision on how to vote on the resclution to be considered at the AGL Meetings.

Date of Booklet
This Booklet is dated 29 August 2006.
Purpose of this Booklet

The purpose of this Booklet is to explain the terms of the AGL Scheme and the manner in which the AGL Scheme will be
considered and implemented (if approved), and te provide all information that is prescribed or otherwise material to the decision

~of AGL Sharehclders whether cr not to approve the resolutions to be considered at the AGL Meetings. This Bookfet includes the

Explanatory Statement required by Part 5.1 of the Corporations Act in relation to the AGL Scheme.
Preparation of, and responsibility for, this Booklet

(a) Except as outlined below, this Booklet has been prepared by AGL and the AGL Board as at the date of this Booklet and AGL
and those directors are responsible for this Booklet.

(b) The statements and information in the following parts of this Booklet are Alinta Information which means that they have
been prepared by Alinta and provided to AGL for inclusion in this Booklet to enable this Booklet to comply with all legal
requirements under the Corporations Act, the Corporations Regulations and ASIC Palicy Statements 60 and 142:

M infoermation relating to Alinta and New Alinta in Part 1 of this Booklet;

B information relating to Alinta and New Alinta in the paragraphs entitled "US shareholders” and "New Zealand
shareholders” in this Important information section;

B information relating to Alinta and New Alinta in the paragraph entitled “Forward locking staterments” in this Important
information section;

8 information relating to Alinta and New Alinta in the section entitled "Benefits and disadvantages” in this Part 2;
8 Section 1.1(b) {in relation to AlintaAGL customer numbers) and (iv);

B Section 1.1(c)(ii) (Figures 1.5 and 1.6 and the last sentence of the first paragraph, to the extent such information
relates to AlintaAGL);

W Section 3 (Profile of New Alinta), other than Section 3.3 {(excluding the last paragraphs of Sections 3.3(c} and (d))
(AGL Infrastructure Assets);

W - Section 4 (Financial Inforrnation on New Alinta), other than Figure 4.6 and the footnotes to that figure in Section
4.4(b), Section 4.4(c), Section 4.4(d) and Figure 4.7 and the footnotes to that Figure in Section 4.4(e);

W Section 5.2(b) (General integration matters) (to the extent it relates to New Alinta), and 5.2{h) (Regulatory);

B Section 5.4(a) (other than Section 5.4(a)(v)) (Risks affecting New Alinta’s business generally) and {c) {Risks affecting
AlintaAGL};

B Section 6.2(a)(ii), (in relation to New Alinta Co’s intention to form a tax consolidated group);
M Section 6.2(a)(iv) (Alinta Restructure);

Section 6.2(a){vi) (Flow of funds and debt) (to the extent it relates to Alinta or New Alinta):

The Australian Gas Light Company Scheme Booklet — Part 2

116



{c)

{e)

{f)

Page 43 of 457 Docld: SE1581032 ACN 115061 375

the first two paragraphs and fina! paragraph of Section 6.2{b)(iv)(B) (Options granted by Alinta);

the penultimate paragraph of Section 6.3(a){xiii) in relation to AlH's consent;

Section 6.5(b) (AlintaAGL Trade Mark Liclences) (to the extent it relates to licensing of the name “Alinta”);
Sections 7.2(f) to 7.2(h) (WA Retail Business);

the final paragraph in Section 7.4(a) (Gas Valpo Interest};

Section 7.7 (Management agreements);

Section 7.9 (ACCC consent/undertakings);

Section 9.3 (Other material contracts - Alinta);

Sections 9.5(b} and (c) (in relation to consideration and benefits provided by New Alinta Co and its associates);
Section 9.11(b) (Intentions of Alinta Directors concerning the businesses of Alinta);

Section 9.14(b) (Capital structures and capital raisings - New Alinta Co);

Section 9.15(b) (New Alinta Dividend Reinvestment Plan);

Section 9.16(b) (ASX Listing);

Section 9.18(b) (Exemnption from SEC registration requirements);

Section 9.25(b) (Disclosure of interests of certain persons); and

Section 9.26(b) (Disclosure of fees and benefits received by certain persons).

Alinta is responsible for this Alinta [nformation. AGL and each member of the AGL Group (including for the aveidance of
doubt, AGL Energy and its Subsidiaries) has not verified this Alinta Information and accordingly disclaims responsibility and
liability for this Alinta Information.

The Afinta Forecast Information is the financial forecast for AlintaAGL for the year ending 30 June 2007 as if AlintaAGL had
been operating on a standalone basis during that period. The Alinta Forecast Information was provided to AGL by Alinta
prior to the date of this Boaklet for the purposes of:

W including the Alinta Forecast Information as separate standalone information in this Booklet; and

B preparing a forecast for the combined AGL Energy and AlintaAGL for the year ending 30 June 2007 for inclusion in
this Booklet.

Alinta is responsible for ensuring that the Alinta Forecast Information is not misleading or deceptive in any material respect
{whether by omission or atherwise) and is responsible for the Alinta Forecast Information. AGL and each member of the
AGL Group (including for the aveidance of doubt, AGL Energy and its Subsidiaries) has not verified or audited the Alinta
Farecast Information and disclaims responsibility and liability for it.

Certain statements and infermation in Sections 2.6 to 2.9 are based on or incorporate Alinta Forecast Information. AGL
disclaims liability for informaticn in these Sections to the extent any of it is based on Alinta Forecast Information which
is misleading and/or deceptive in any material respect (whether by omission or otherwise).

Except as stated above in relation to the Alinta Infoermation and the Alinta Forecast Information, none of New Alinta, Alinta
or any of their directors, officers, employees or advisers:

B makes or has autharised the making of any other statement in this Booklet;
B has approved this Booklet; or
W assumes any responsibility or liability for any other statement that is included in this Booklet.

Deloitte Touche Tohmatsu has prepared the Investigating Accountant's Report contained in Annexure D of this Booklet.
None of AGL, AGL Energy or their advisers (other than Deloitte Touche Tohmatsu) take any responsibility for the
Investigating Accountant’s Report.

Deloitte Corporate Finance Pty Limited has prepared the Independent Review of Directors' Forecasts contained in Annexure
E of this Booklet. None of AGL, AGL Energy or their advisors (other than Deloitte Corporate Finance Pty Limited) take any
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responsibility for the Independent Review of Directors’ Forecasts.

(g) Grant Samuel & Associates Pty Limited has prepared the Independent Expert’s Report contained in Annexure F of this
Booklet. None of AGL, AGL Energy or their advisers take any responsibility for the Independent Expert’s Report. It is noted,
however, that AGL has provided factual information to the Independent Expert that it has relied on in preparing the
Independent Expert’s Report.

Boards of AGL Energy and New Alinta

Many of the statements in this Booklet, including forward looking statements, assume that the strategies and operations of
AGL Energy and New Alinta described in this Booklet will be followed by those companies after the Recommended Proposal is
implemented. Readers of this Booklet should note, however, that if the Recormmended Proposal is implemented, each of AGL
Energy and New Alinta will have a separate board of directors which will be solely responsible for determining the strategic
direction of AGL Energy and New Alinta respectively and may decide that it is appropriate to adopt different business strategies
from those referred to in this Booklet.

No prospectus
This Booklet is not a disclosure decument lodged under Chapter 60 of the Corporations Act.

ASIC

A copy of this Booklet has been registered by ASIC for the purposes of section 412({6) of the Corporations Act. Neither ASIC
nor any of its officers takes any responsibility for the contents of this Booklet. A copy of this Booklet has been lodged with ASIC
in accordance with sections 2570 and 257G of the Corporations Act.

ASX

On or about the date of dispatch of this Booklet, AGL Energy and New Alinta will apply for admission to the official list of ASX
and for official quotation of all AGL Energy Shares and New Alinta Shares on ASX, conditional on the Recornmended Proposal
proceeding. -

A copy of this Booklet has been lodged with ASX. Neither ASX nor any of its officers take any responsibility for the contents of
this Booklet. The fact that ASX may admit AGL Energy and New Alinta to the official list of ASX should not be taken in any way
as anindication of the merits of an investment in AGL Energy or New Alinta.

Defined terms

Unless otherwise noted, capitalised terms and certain abbreviations used in this Booklet are defined in the Glossary in

Section 11. Capitalised terms used in the taxation report of Greenwoods & Freehills in Section 8 are defined in that report.
Capitalised terms used in the AGL Scheme of Arrangement {Annexure A) are defined in clause 1.7 of the AGL Scheme of
Arrangement.'Capitalised terms used in the Investigating Accountant’s Report are defined in the Investigating Accountant’s
Report (Annexure D). Capitalised terms used in the Independent Review of Directors’ Forecasts are defined in the Independent
Review of Directors’ Forecasts (Annexure E). Capitalised terms used in the Independent Expert’s Report are defined in the
independent Expert’s Report {Annexure F).

AGL Shareholders resident outside Australia

AGL Shareholders who are resident for tax purposes outside Australia {including those who hold, or will hold, their AGL Shares
(or shares acquired under the AGL Scheme) through a permanent establishment in Australia), should seek specific taxation
advice in relation to the Australian and overseas tax consequences of the AGL Scheme.

us shareholders.

The AGL Energy Shares, the New Alinta Shares and the Converting Shares to be distributed under the Recommended Proposal
have not been and will not be registered under the US Securities Act of 1933, as amended (Securities Act).

AGL, AGL Energy, Alinta and New Alinta intend to rely on an exemption from the registration requirements of the Securities Act
provided by section 3(a){10) of the Securities Act in connection with the consurnmaticn of the Schemes and the issuance of
AGL Energy Shares and New Alinta Shares. Approval of the Schemes by the Court will be relied upon by AGL, AGL Energy, Alinta
and New Alinta for the purpose of qualifying for the secticn 3{a){10) exernption.

None of the SEC, any US state securities commission or any other US regulatory authority has passed cormment upon
or endorsed the merits of the Recommended Proposal or the accuracy, adequacy or completeness of this Booklet. Any
representation to the contrary is a criminal offence.
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AGL Energy intends to furnish certain information to the SEC in accordance with Rule 12¢3-2(b) under the Exchange Act, and
will request that the SEC add it to the list of foreign private issuers that claim exemption from the registration requirements of
section 12(g) of the Exchange Act. In accordance with Australian law, AGL Energy will distribute to its shareholders an annual
report containing a descriction of its operaticns and its annual audited consolidated financial statements prepared in accordance
with Australian Accounting Standards. AGL Energy will not provide its shareholders with a reconciliation of its financial
statements to generally accepted accounting principles in the US.

New Alinta intends to furnish certain information tc the SEC in accerdance with Rule 12g3-2(b) under the Exchange Act, and
will request that the SEC add.it to the list of foreign private issuers that claim exernption from the registration requirements of
section 12{g) of the Exchange Act. In accordance with Australian law, New Alinta will distribute to its shareholders an annual
report containing a description of its operations and its annual audited consolidated financial statements prepared in accordance
with Australian Accounting Standards. New Alinta will not provide its shareholders with a reconciliation of its financial statements
to generally accepted accounting principles in the US.

The pro forma historical financial information included in this Booklet does not purport to be in compliance with Article 11 of
Regulation $-X of the SEC. Under Article 11, pro forma income statements must be presented assuming the Recommended
Proposal has been consummated at the beginning of the first fiscal year presented and may only include adjustments which give
effect to events that are:

1 directly attributable to the transaction;
B expected to have a continuing impact on the entity; and
I factually supportable.

Many of the pro forma adjustments made in arriving at the pro forma historical financial information included in this Booklet
would not be permissible under the SEC's rules and regulations on pro forma financial presentations. Many of the adjustrments
reflect the belief of AGL and its directors or Alinta and its directors that the underlying items are non-recurring and that,
although required to be recorded in the historical finarcial staterments under AGAAP, they are more appropriately excluded
from the pro forma historical financial information. This exclusion of items required under AGAAP would not be permitted under
Article 11 of Regulation S-X. There can be no assurance that similar iterns will not recur or that such items or a similar item will
not have an impact on a future year’s results of operations of either AGL Energy or New Alinta Co or their financial condition.

The AGL Scherme involves the securities of non-US companies. The AGL Scheme is subject to disclosure requirements of
Australia that are different from those of the US. Financial statements included in the document, if any, have been prepared in
accordance with Australian accounting standards that may not be comparable to the financial statements of US companies.

It may be difficult for you to enforce your rights, and any claim you may have arising, under the US federal securities laws as
AGL, Alinta, New Alinta and AGL £nergy are alf located in Australia, and some or all of the officers and directors may be residents
of Australia. You may not be able to sue an Australian company or its officers or directors in an Australian court for viclations

of the US securities laws. It may be difficuit to compel an Australian company and its affiliates to subject themselves to a US
court’s judgment.

New Zealand shareholders

AGL, AGL Energy, and New Alinta Co have been granted an exemption from the requirements of the New Zealand Securities
Act 1978 by the New Zealand Securities Commission under the Securities Act {The Australian Gas Light Company) Exemption
Notice 2006 (Exemption Notice). The Exemption Notice exempts the parties from having to prepare a New Zealand
investment statement and prospectus for the AGL Scheme, allowing shareholders of AGL who have a registered address in New
Zealand to participate in the AGL Scheme on the basis of the disclosure contained in this Booklet.

Hong Kong shareholders

This Booklet is for the exclusive use of AGL Shareholders in connection with the AGL Scheme. Accordingly, this Booklet must not
be distributed, published, reproduced or disclosed (in whole or in part) by AGL Shareholders te any other person in Hong Keng
or used for any purpose in Hong Keng other than in connection with AGL Shareholders’ consideration of the AGL Scherne. This
Booklet does not constitute an offer or invitation for the subscription, sale or purchase of securities in Hong Kong and shall not
forrm the basis of any contract.
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Investment decisions ‘
|
\

This Booklet does not take inte account the investment objectives, financial situation or particular needs of any AGL Shareholder
or any other person. This Booklet should not be relied upon as the sole basis of any investment decision in relation to AGL

Shares, AGL Energy Shares, New Alinta Shares, Converting Shares or any other securities, and independent financial and taxation |
advice should be sought before making any such investment decision.

Forward looking statements

Certain statements in this Bocklet relate to the future, including the forecast financial information and key assumptions relating.
to AGL Energy and New Alinta set out in detail in Sections 2 and 4. These forward locking statements involve known and
unknown risks, key considerations, uncertainties, assumptions and other important factors that could cause the actual results,
performance or achievements of AGL Energy or New Alinta to be materially different from future results, performance or
achievements expressed or implied by such statements. These factors include, among other things, general economic conditions
(including currency exchange rates and interest rates), the regulatory environment, structural changes in the industries in

which AGL Energy and New Alinta operate or will operate, competitive pressures, selling prices and market demand. Where the
statements relate to AGL or AGL Energy, those statements reflect views held by AGL and its directors anly at the date of this
Booklet. Where the statements relate to Alinta or New Alinta, those statements reflect views held by Alinta and its directors
only at the date of this Booklet.

Other than as required by law, none of AGL, AGL Energy, Alinta, New Alinta or any other person gives any representation,
assurance or guarantee that the occurrence of the events expressed or implied in any forward looking statements in this Bocklet
will actually occur or that other events will not accur.

Subject to any continuing obligations under law or the Listing Rules or as contemplated by Section 9.29, AGL and the AGL
Directors disclaim any obligation or undertaking to disseminate after the date of this Booklet any updates or revisions to any
forward looking staternents to reflect any change in expectations in relation to those statements or any change in events,
conditions or circumstances on which any such staterment is based other than to comply with legal obligations or the Listing Rules,

Estimates

All references to estimates and derivations of the same in this Book'et {other than estimates and derivations in relation to the
Afinta Group, New Alinta or AlintaAGL) are references to estimates by AGL and its directors, unless otherwise indicated. Unless
otherwise indicated, these estimates are based on views at the date of this Booklet, and actual facts or outcomes may be
materially different from these estimates.

Pro forma financial information

Unless otherwise specified, references in this Booklet to the financial results or position of AGL Energy are to the pro forma
financial results or position of AGL Energy disclosed in the pro forma income statements set out in Section 2 which have been
prepared on the basis set out in that Section. Unless otherwise specified, references in this Booklet to the financial results

or position of New Alinta are to the pro forma hnancial results or position of New Alinta disclosed in the pro forma income
staternents set out in Section 4 which have been prepared on the basis set out in that Section.

The financial material in relation to AGL included in Sections 2 and 4 has been prepared from historical information. AGL is an
entity to which ASIC Class Order CO 287100 applies. This enables the consolidated entity’s accounts to be rounded te the
nearest tenth of a million dollars. As a result of the presentation of the pro forma financial information and associated analysis
in the format necessary for this Booklet, amounts presented may have been rounded differently to previcusly published data
and/or the Investigating Accountant’s Report and/or the independent Review of Directors’ Forecasts in Annexures D and E
respectively. These differences are immaterial and do not affect the integrity of these pro forma financial statements.

Privacy and personal information

AGL, AGL Energy and New Alinta and their respective share registries may collect personal information in the process of
implementing the Recommended Proposal. Such collections may be required or authorised under the Corporations Act or

may ctherwise be required for the purpases of conducting the AGL Scheme Meeting and implementing the Recommended
Proposal. The personal information may include the names, addresses, other contact details and details of the shareholdings of
shareholders, and the names of individuals appointed by shareholders as proxies, corporate representatives or attorneys at the
AGL Scheme Meeting.
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Sharehelders who are individuals and other individuals in respect of whom personal information is collected, as outlined

above, have certain rights to access the personal information collected about them. Such individuals should contact the AGL
Shareholder Information Line on 1800 824 522 (within Austrzlia only) or +61 2 8280 7012 (internaticnal) in the first instance
if they wish to request access to that perscnal information.

Personal information may be disclosed to the share registries of AGL, AGL Energy and New Alinta, to securities brokers and to
print and mail service providers. Personal information about tneligible Overseas AGL Shareholders may also be disclosed to the
Nominee for the purposes of the AGL Scheme and the Buy Back.

The main consequence of not collecting the personal information outlined above would be that AGL and/or AGL Energy and/or
New Alinta may be hindered in, or prevented from, implementing the Recommended Proposal.

Shareholders who appoint an individual as their proxy, corporate representative or attorney to vote at the AGL Scheme Meeting
should inform that individual of the matters cutlined above.

Buy Back

This Booklet (together with the Alinta Scheme Booklet) contains for the purpases of sections 257D(2) and 257G of
the Corporations Act all the information known to New Alinta Co that is material to the decision of New Alinta’s ordinary
shareholders on how to vote cn a resolution approving the terms of the Buy Back Agreement under section 257D of the
Corporations Act and on a decisicn of the holders of Converting Shares to enter into the Buy Back Agreement.

Times and dates

Unless otherwise stated, all times referred to in this Booklet are Sydney time. Dates are indicative only. AGL reserves the right to
vary any or all of the times and dates set out without notifying AGL Shareholders of these changes. All dates following the AGL
Scheme Meeting are subject to Court and ASIC approval.

C. Benefits and disadvantages
introduction

This Section identifies the material benefits and disadvantages of the Recommended Proposal and other factors you should
consider when deciding whether to vote in favour of the resolution to be put forward at the AGL Scheme Meeting. Further
information in relation to the benefits of the Recommended Proposal is contained in Part 1. Further information in relation to the
risks of the Recommended Proposal is set out in Part 1 and Section 5.2

Benefits of the Recommended Proposal
1. Diversified portfolios of assets with strong growth potential

m AGL Shareholders will have interests in two portfolios of nationally diversified assets through their shareholdings in
AGL Energy and New Alinta.

B AGL Energy’s assets comprise one of Australia’s leading integrated energy companies, with an integrated upstream gas and
power generation portfolic. New Alinta will be the largest energy infrastructure owner and manager listed on ASX, with a
portfolio of high quality infrastructure assets.

@ AGL Shareholders wilt benefit from AGL Energy's exciting growth prospects and New Alinta’s strong track record of
acquiring and integrating infrastructure assets.

AGL Energy has a strong pipeline of development opportunities, including approximately 2,200 MW of additional generation capacity
planned to be in place by 201 1. The development pipeline includes plans to take advantage of the growth in the Queensland market
to increase AGL Energy’s generation capacity. Through its 33% interest in AlintaAGL (with the option to increase this te 100% over
five years), AGL Energy will have exposure to the high growth WA market. AGL Energy also retains the rights to the PNG Upstream
Gas Project, which provides the potential te deliver a new and substantial source of natural gas to Australia into the future. AGL Energy
presently retains the rights to the propesed PNG Australian Pipeline Project but as announced AGL has agreed with Petronas to scale
back its FEED activities in respect of that project and the ownership of the project may change.

New Alinta is positioned to grow by using its successful track record of acquiring and integrating infrastructure assets and
leveraging Alinta’s fiexible, scaleable and efficient systems in relation to the merged business. The merger will provide Alinta with
increased scale and an enlarged shareholder base that will provide a strong platform to pursue further opportunities. New Alinta
will atso retain exposure to the high growth WA market through its initial 67% interest in AlintaAGL.
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2. Proven management expertise

AGL Shareholders will benefit from AGL's experience in the competitive national electricity market and Alinta’s experience in
managing infrastructure assets.

The National Electricity Market is an electricity market linking the eastern Australian regions, through which AGL currently
supplies electricity to around 1.44 million customer accounts. Operating in the National Electricity Market is risky without a
comprehensive market understanding of the interdependencies between:

the electricity demand of retail customers which varies with the weather;
wholesale prices which change every 30 minutes (although retail prices charged to customers are fixed),
the ownership of generation capacity;

risks arising from physical failure of transmission power lines between States which sometimes means power failures;

the implementation of appropriate risk management strategies.

AGL Energy is an experienced energy operator, with substantial skill in managing whelesale energy exposures and generation
capacity. Upon Completion, AGL Energy will supply more than 3 million gas and electricity customer accounts'. AGL Energy also
owns 1,733 MW? of generation output in the National Electricity Market.

Alirta’s management has demonstrated an ability to successfully manage large transactions while delivering organic growth
and ongoing optimisation of existing business areas. The team has a strong focus on building organisation wide capability in
optimising the assets under management and the skills needed to deliver growth and value to New Alinta Shareholders.

3. Separate focussed businesses

The Recermmended Proposal will result in the formation of two separate, focussed businesses, AGL Energy and New Alinta. Each
business will have an appropriate capital structure, suitable to its own business development and financial needs.

Upon Cdmpletion, AGL Energy will have Australia’s largest energy custemer base supplying mere than 3 millien customer
accounts®. Its business strategy is to maxirnise shareholder returns by capturing value across gas and electricity markets from
generation to retail, and taking advantage of cost efficiencies and operating scale.

New Alinta will be the largest energy infrastructure and asset management company listed on ASX, specialising in the
ownership, management and operation of energy infrastructure. New Alinta will have an efficient capital structure which will
provide a low cost of capital and increase competitiveness in pursuing further growth opportunities. New Alinta will focus on
delivering strong and consistent cash fow growth and maximising returas to shareholders.

4. Cost savings and synergies

AGL Shareholders will retain the benefits of AGL's cost savings programs as well as sharing in the cost savings and synergies
created by merging AGL's and Alinta’s infrastructure assets.

AGL Energy has in place comprehensive projects to drive costs down, such as rationalising energy billing systems and processes.
AGL Energy has projected total cost savings of $60 to $70 million per year to be achieved within the next three to five years.

These cost saving programs are designed to increase profits and operating efficiencies, and to further AGL Energy's competitive
advantage, for further growth in market share and increased profitability. In addition to these initiatives AGL has recently
embarked on & rationalisation program aimed at reducing the cost and increasing the efficiency of AGL's overheads and

"increasing efficiencies in the remainder of its businesses. At the date of this Booklet the additional cost savings have rot been
fully quantified, but will be 1n addition to the savings quantified in this Booklet.

1 includes customers supphed with gas and electncity through AGL Energy's joint venture partnerships, ActewAGL and AlintaAGL (cakulated by reference to AGL Energy's equity
interest in these joint ventures).

2 AGL generation includes 32.5% (equal to 682 MW) of Loy Yang A and 33% (equal 1o 42 MW) of AlintaAGL's Pinjarra 1 cogeneration faciity. AGL is not invohved in the dispatch
and trading of Loy Yang A's capacity.

2 Inchudes customers supplied with gas and electricity through AGL Energy’s joint venture partnerships, ActewAGL and AlintadGL (cakoulated by reference to AGL Energy’s equity
interest in these joint ventures).
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Through their shareholding in New Alinta, AGL Shareholders will share in the benefit of cost savings and synergies frem merging
AGL's and Alinta’s infrastructure assets. Alinta believes that cost savings and synergies of $55 million per annum (excluding CPI
impacts) will be realised by New Alinta upen fullimplementation of the Recommended Proposal. Cost savings and synergies will
primarily arise from:

8 improved cost management through improved procurement of goods and services;

| rationalisation of operating locations and a reduction to efficient staffing levels from combining asset management
businesses; and

& commercial initiatives to reduce duplication and benefits associated with increased scale.

5. Increasing AGL Shareholder returns
The Recommended Proposal is expacted to provide increasing returns for AGL Sharehelders.

AGL Energy expects that increasing returns will be largely due to the implementation of cost savings initiatives, an optimised
capital structure and a business strategy focussed on the high growth energy sector. Together these processes will leverage
AGL Energy’s cost efficiency and operating scale advantages.

New Alinta expects accretive returns to be driven from cost savings and rationalisation of operations and efficiencies driven
through restructuring.

As a result of the Recommended Preposal, AGL Sharehelders will cwn one AGL Energy Share and 0.6117 New Alinta Shares
for each AGL Share they hold. it is expected that AGL Shareholders will receive dividends for the year ending 30 June 2007
conststent with the upper range forecast under AGL's Original Demerger Proposal.

6. Value of $6.5 billion for the AGL Infrastructure Assets within the value range on a full control basis

The Independent Expert has concluded that in merging the AGL Infrastructure Assets with Alinta’s business, the value attributed
to the AGL Infrastructure Assets exceeds the standalone value of those assets and is within the value range on a full control
basis. As explained in this Bocklet, this value is partly reflected in the shareholdings that you wilt receive.

7. The Independent Expert has concluded the Recommended Proposal is in the best interests of AGL Shareholders

The Independent Expert has considered the advantages and disadvantages for AGL Shareholders of the Recormmended Proposal
and has concluded that it is in the best interests of AGL Shareholders.

The Independent Expert’s reasons to support its conclusion include:

O that the Recommended Proposal resolves a situation that had the potential to reach a stalemate, to the detriment of
shareholders in both AGL and Alinta;

that the Recommended Proposal enhances the strategic and other benefits of the AGL Original Demerger Proposal;
that the Recommended Proposal has the potential to result in substantial cost savings and other synergy benefits;
that the Recommended Proposal should result in an increase in attributable earnings and dividends;

that overall, the value exchange is, on balance, fair between the parties; and

that the Recormnmended Proposal has certain disadvantages and risks which while not inconsequential, do not outweigh the
anticipated benefits.

In surmmary, the Independent Expert believes that AGL Shareholders will be better off if the Recommended Proposal is
implemented than if it is not.

The Independent Expert's Report is set out in Annexure F to this Bogklet.

8. AGL Shareholders are expected to be eligible for capital gains tax (CGT) relief

The ATO is expected to publish a class ruling confirming that most Australian AGL Shareholders will be eligible for CGT rollover
relief in relation to any AGL Energy Shares and New Alinta Shares they receive in exchange for their AGL Shares. AGL anticipates
the ATO will publish this ruling before the AGL Scheme Meeting.
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Shareholders whe qualify for relief under the ruling should be able to defer any CGT tax liability until the time that they dispose
of the AGL Energy and/or New Alinta Shares that they received in exchange for their AGL Shares.

Further details of the tax implications of the Recornmended Proposal are set out in Section 8.

9. If the Recommended Proposal does not proceed, the AGL Share price may fall
If the Recommended Proposal does not proceed, this may result in a fall in the AGL Share price as the respective takeover offers
by AGL and Alinta for one another will remain open, with no clear resolution.

Disadvantages of the Recommended Proposal

1. Effects of reduction in size and diversification

After implernentaticn of the Recommended Proposal both AGL Energy and New Alinta will be smaller and less diversified
companies than AGL.

Given the focussed nature of AGL Energy’s operations after implementation of the Recommended Proposal, the effect of a
significant adverse event in AGL Energy wili not be able to be directly offset by favourable developments in AGL's infrastructure
business which wilf form part of New Alinta, or vice versa. Accordingly the proportional impact of an adverse development on
the value of a share in AGL Energy or New Alinta may be more significant than the impact of the same adverse development on
the value of an AGL Share.

2. Lower individual index ratings than AGL's current rating

Both AGL Energy and New Alinta are likely to have a lower market capitalisation than AGL. Although AGL Energy and New
Alinta are still expected to be included in the S&P/ASX 100 Index and most other key market indices, they may receive lower
institutional investor suppert relative to AGL prior to the Recommended Proposal. This may result in a less liquid trading market
for AGL Energy and New Alinta Shares.

3. Transaction costs

Total fransaction costs in respect of the Recommended Proposal to be borne by AGL and AGL Energy are estimated at
approximately $102.1 million. These costs primarily relate to advisor, financial, legal, accounting and expert fees, stamp duty,
insurance and other costs. The fees also relate to the costs of establishing AGL Energy as a separate entity, including fees
associated with its ASX listing, information technology systems and human resources. It should be noted that transaction
costs of approximately $41.7 million are expected to have been incurred or committed to by AGL by the time of the AGL
Scheme Mesting.

4. No due diligence

The Recommended Proposal is being carried out on a “public markets™ basis. This means that AGL has not had the opportunity
to undertake detailed legal due diligence on Alinta, However this is mitigated to the extent that;

W as alisted company, Alinta is subject to the continucus disclosure regime;

m many of Alinta’s assets are regulated assets which have a high level of transparency and operational certainty; and

B Alinta’s assets are in asset classes in which AGL has a core competency.
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1 Profile of AGL Energy

1.1 Profile and assets
(a) Overview of AGL Energy

Upon Completion, AGL Energy will be one of Australia’s largest listed energy companies, with the country’s largest retail energy
and dual fuel customer base, AGL Energy will consist of a substantial portfolio of wholesale energy contracts and assets to
support its retail customer base and provide growth oppertunities.

Figure 1.1 provides an overview of AGL £nergy’s core businesses and assets and identified development and growth
opportunities upon Completion.
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Figure 1.1 Overview of AGL Energy
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(b} Retail

Upon Completion, AGL Energy will be Australia’s largest retailer of gas, electricity and related services. This position has been
achieved by a focus on profitable growth throughout the 169 years since AGL's establishment in 1837 as Australia’s first energy
company, first lighting the streets of Sydney in 1841, Within the last decade, AGL has changed from a NSW based gas utility to
a diversified national energy business.

Recent growth is displayed in Figure 1.2.

Figure 1.2 Developmént of retail business

2000

Acquisition of South Australian
electnaty retail business,
providing market presence in $A

—

1971 1995 and 1997
AGL secures first long term Acquisition of Victorian Formatior of ActewAGL -
Cooper Basin gas supply contract electriaty business qgas, eleciriaty and water multi-utihicy

2002
Acquisition of Pulse, Victorian
gas and electricity retailer

1976 2006
Introducticn of natural gas into NSW Acquisition of 33%
T : of Ahnta AGL

1970s 19803 1995 onwards 2006
Acquisition of smaller gas companies  Development of new natural gas Increasing market Maintenance of market
in Sydney, Newcastle, Wollongong markets through transmission pipeline share of large gas leadership position — growth
and surrounding areas . and network extensions 1o the ACT ang electricity in energy products and
and regional NSW users as markets services offering

1970s and 1980s become contestable

Expansion of the NSW and the ACT customer base as markets developed
Growing industrial custemer market as a result of fuel conversion

AGL Energy will continue to trade under the "AGL" brand, as well as own and utilise the brands “Switched on Living™ and
“Switched on Business”.

Upon Completion AGL Energy will have Australia's largest retail energy customer base, supplying more than 3 million customer
accounts. This includes customers supplied with gas and electricity through AGL Energy’s joint venture partnerships, ActewAGL
and AlintaAGL (calculated by reference to AGL Energy’s equity interest in these joint ventures), For further information on
ActewAGL and AlintaAGL, refer to Section 1.1(b)(iv) and {v).

Energy customer account nurmbers and share estimates by state or territory as at 30 June 2006 are displayed in Figure 1.3.
These numbers and estimates include those customers supplied by the ActewAGL joint venture, and the AlintaAGL retail
business which AGL Energy will have a 33% interest in upon Completion.
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Figure 1.3 AGL Energy customer account numbers and market share by state

v

Customer accounts ('000s)

Share by customer accounts

Electricity Electricity
NSW 775 192 967 82% 6%
Vic 511 711 1,222 32% 29%
SA 53 538 591 14% 77%
Qld . 1 1 - .
TOTAL 1,339 1,442 2,781 TR
WA (AlintaAGL)Y 540 1 541 100% 0%
ACT (ActewAGL)' 107 153 260 100% 100%

Notes:

1 100% of joint venture custorner accounts. AGL Energy has a S0% interest in the ActewAGL joint venture and foliowing implementation of the Recommended Proposal, a 33%
interest in AbntaAGL

(i) Mass market - residential and small commercial customers

AGL Energy's key objectives for the residential and small commercial customer segments are to:

® grow national retail share by retaining existing custorners and acquiring new customers profitably;
B increase the sale of multiple energy products and services to new and existing customers; and

B establish and maintain efficient operating systems and reduce cost to serve.

AGL Energy considers it is well placed to achieve these objectives due to its proven ability to maintain its custorer base nationally
in highly competitive energy markets, its dual fuel capability and its customer focussed energy products and services.

AGL Energy will continue to offer a range of energy retated services to residential and small commercial customers including:

B AGL Energy Shops: 51 branded dealers {that is, 17 franchised shops and 34 agents) throughout NSW, regional
Victoria, South Australia, and the ACT (under the ActewAGL brand), which provide customers with a range of heating,
cooling, hot water and cooking appliances, expert advice, sales and installation;

B AGL Assist: operating in metropolitan areas of NSW, Victoria, South Australia, and the ACT (under the ActewAGL
brand), AGL Assist offers customers gas and electrical repairs, instaliations and maintenance including emergency hot
water repair or replacement; and

M AGL Green Choice products and services: AGL Energy sells Green Energy, that is, electricity from new renewable
generation sources that are certified by the National Green Power Accreditation Steering Groug. AGL Enerqgy also offers
a “carbon neutral” abatement electricity product, AGL Green Balance™. In addition, AGL Energy promotes energy
efficient and environmentally friendly products and services such as the award winning Cent-A-Meter which helps
custorners menitor consumption and costs of energy in their home or business.

(ii) Large commercial and industrial customers

AGL Energy supplies gas, electricity and specialised energy related services to large energy consumers, typically commercial
and industrial businesses, in NSW, Victoria, South Australia and Queensland.

Customers in this market segment tend to have well known energy requirements, typically contracting for periods of two
to three years. AGL Energy works ciosely with these customers, providing support on quality of supply, price and market
information and enerqy efficiency matters. These services are delivered through state based account management and
business development resources. The majority of AGL Energy’s large customers are retained for more than one contract
term in a very competitive market.

AGL Energy offers a range of energy related and strategic services. These solutions are delivered by a group of highly quatified
engineers and technicians, providing engineering, technical, project development and project management expertise. Services
include programmed maintenance, energy consultancy and efficiency services, energy targeting and monitoring sofutions,
asset operations and more recently green solutions (compliance with government based green initiatives).
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{iii) Energy supply to Retail

Customers of AGL Energy’s Retail division are supplied from AGL Energy's portfolio of electricity and gas contracts and
output from its generation assets, managed by the Wholesale Electricity and Wholesale Gas divisions. I the 2006 financial
year, AGL sold 186.2 PJ of natural gas (including 47.3 PJ sofd to wholesale customers) and 22,148 GWh of electricity.
The break up of these sales by customer groups and states, is shown in Figure 1.4.

Figure 1.4 Energy sales

Natural gas - 186.2 PJ Electricity - 22,148 GWh *

Customer type

-and small; o Co
‘business : ' Industrial and Residential and

33%,; . : commercial smafl business|
. ' S56% - 44% '
Industrial and R
commercial
42%

Geography

* Exciudes vetume supplied to ActewAGL.

(iv) AlintaAGL
AlintaAGL will be a joint venture between Alinta and AGL. It will hold Alinta's WA energy retail and cogeneration business.

The retail business operates in Perth and the surrounding region, supplying gas to over half a million residential and business
customers and more recently electricity to mere than a thousand contestable business customers.

The sale of electricity is largety sourced from AlintaAGL's cogeneration business. The alliance between Alinta and Alcoa

to develop cogeneration facilities at Alcoa’s alumina refineries in WA has resulted in the construction of a 140 MW
cogeneration plant at Alcoa's Pinjarra refinery with a second 140 MW unit scheduled for completion in the first quarter of
2007. A further two plants are scheduled to be built at Alcoa’s Wagerup refinery (351 MW).

As part of the Recommended Proposal, AGL Energy will acquire from Alinta an initial 33% interest in AlintaAGL, which is the
entity that will conduct the WA Retail Business on and from Completion. AGL Energy wilt also hold options to acquire the
remaining 67% of AlintaAGL from Alinta over a five year period.

For further information on AlintaAGL's operations, refer to Section 3.2(g).
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(v) ActewAGL Retail

ActewAGL is a joint venture between AGL and the ACT Government. It was established in 2000 and was the first utility
jeint venture in Australia between a government and a non government enterprise. Operating in the ACT and surrcunding
region, ActewAGL is Australia’s first multi utility to provide electricity, natural gas, water and water services. AGL Energy
holds a 50% interest in ActewAGL's retail gas and electricity business.

ActewAGL is the leading energy retailer in the ACT and has an established brand. In the 2006 financial year, it supplied 8.4
Pl to approximately 107,000 gas customers and 2,325 GWh 1o approximately 153,000 electricity customers.

{vi) Elgas ' '

Elgas is a joint venture between AGL and BOC. Elgas is the largest distributer and marketer of LPG in Australia, supplying
approximately 30% of Australia’s LPG market. Elgas services over 300,300 domestic and industrial customers through

a branch network in regional and country Australia, and owns and operates Australia’s largest underground LPG storage
facility (the Sydney LPG Cavern), located at Port Botany in Sydney. The Sydney LPG Cavernis 130 metres underground
and has a storage capacity for 65,000 tonnes of propane.

Elgas is also an equal partner with Wesfarmers Kleenheat in the Unigas automotive LPG business and supplies LPG to
Unigas for its network of autogas sites.

AGL Energy holds a 50% interest in Elgas.
Wholesale Electricity

AGL Energy’s Wholesale Electricity division purchases and generates the electricity and related products sold by AGL Energy’s
Retail division. Related products include RECs, NGACs, GECs and Green Power Rights, all of which are purchased or generated to
fulfil voluntary or regulatory requirements for renewable energy or lower emission generation.

s

(i} Wholesale electricity portfolio

AGL Energy contracts with external parties, predominantly generators (including the Loy Yang Power Partnership (LYP)), with
a view to reducing the price risk associated with retailing electricity to customers. Generation owned by AGL Energy is largely
used to manage its exposure to pool prices during periods of peak demand. Electricity prices are generally highest during
periods of peak demand and by having its own generation to supply these periods, AGL Energy is able to mitigate risks.

AGL Energy’s Wholesale Electricity division forecasts AGL Energy’s customer demand in an effcrt to minimise the costs of
electricity purchases. This assists AGL Energy to match purchases of external contracts with customer demand. As demand
varies considerably with variations in weather conditions, there are occasions where customer demand may not match
contracts purchased. When customer demand exceeds contracted supply, AGL Energy’s Wholesale Etectricity division uses
its generation portfolio to assist in managing the exposure to high electricity spot prices that can result from an under
contracted position.

(ii) Power generation portfolio

AGL Energy has a diverse power generation portfolio, inciuding base, peaking and intermediate generation, spread across
traditional thermal generation {gas and coal) as well as renewable sources {including hydro, landfill gas and biogas). This
portfolio consists of 1,733 MW of generation (including AGL's minority interests in the Loy Yang A Power Station (LYA) and
the AlintaAGL Pinjarra 1 cogeneration unit at Alcoa’s Pinjarra refinery), providing diversity through fuel source as shown in
Figures 1.5 and 1.6.
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Figure 1.5 AGL Energy power generation portfalio and fuel mix

élant Capacity (MW) Fuet State F:uel Mix
Somerton 150 Gas Vic Landfill and
Hallett 180 Gas SA ouas 1%
Hydro . 645 Hydro  Vic and NSW
Cogeneration 9 Gas Vic and SA
Other ' 14 Llandfllang  Tas, WA, Vic
biogas and NSW
Loy Yang A (32.5% share of 2,120 689 Brown coal Vie
MW generation capacity)
AlintaAGL Pinjarra {33% share of 140 46 Gas WA
MW generation capacity)
TOTAL 1,733

Figure 1.6 AGL Energy power generation portfolio

AGL Energy's pcwer generation assets are predorninantly located within the regions where its retail customers are generally
located.

The operaticnal characteristics of AGL Energy's hydro assets are valuable guring periods of high demand (and thus typically
high price) as full generation output can be achieved very quickly (in as little as two minutes at some stations}, thereby
rapidly offsetting potential exposure to the potentially high spot prices that AGL Energy would otherwise face. The gas fired
generation assets provide an impertant reinforcement to the hydro assets because they are able to provide AGL Energy
with sustained operation if water {the fuel source for the hydro assets} becomes constrained. AGL Energy’s bidding and
dispatch of generation into the NEM is aimed at minimising the cost of electricity purchases across the entire wholesale

electricity portfolic.

AGL Energy's power generation portfolio reduces exposure to high electricity pricing periods and hence lowers its cost of
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energy supply. This is an important benefit as in the 2006 financial year a significant proportion of AGL's electricity costs
were incurred in the highest demand periods. The cost of buying electricity is also reduced through portfolio optimisation
to reduce risk, displacing expensive cap contract purchases during peak demand periods and improving AGL Energy's -
capability to access contracts with third party suppliers. In addition, the fuel diversity benefits provided by renewable and
zero greenhouse emission generation assets assist in reducing the carbon intensity of the portfolio and meeting regulatary

requirements.

As 37% of the portfalio is zero greenhouse emission, the importance of AGL Energy’s generation portfolio is likely to

increase as governments and consumers act to reduce greenhouse emissions.

(A) Renewable generation

AGL Energy has a renewable generation portfolio censisting of 11 hydroelectric generating schemes in Victoria and
NSW, and six landfili gas or biogas facilities in NSW, Victonia, Tasmania and WA. The hydro assets were acquired as part
of the Southern Hydro acquisition completed in November 2005. An overview of the renewable and low emission
generation assets, which form part of AGL Energy’s portfolic, is provided in Figure 1.7,

Figure 1.7 AGL Energy’s renewable generation portfolio

Key:

. Hydro

@ Londil and biogas

Burrendong 19 MW Copeton 22.5 MW

Pindari 5.7 MW

Glenbawn 5.5 MW

Flat Rock Rd 1.1 MW
Banimboola 12 MW
Dartmouth 180 MW
Kiewa 241 MW

Eildon 135 mw

Rubicon 13 MW

Yarrawonga 9.5 MW
Cairn Curran 2 MW

Werribea 7.8 MW

Jackson Rd 1.1 MW
. Gosnells 1 MW and

Rockingharm 2 MW in WA McRobies Gully 1.1 mw

AGL Energy’s hydro assets are renewable and long life assets and are expected to provide considerable long term
benefits to the company’s asset portfolio. Their generating characteristics provide greater flexibility to the wholesale
electricity portfolio through the quick start up capabilities of 556 MW of this capacity across the southern NEM. The
hydro generation assets are operated by AGL Energy through an experienced management and operations team,

The renewable assets are also accredited under the MRET, and accordingly produce RECs to the extent that annual
generation exceeds the relevant baseline for each station.

AGL Energy owns and operates approximately 14 MW of renewatle landfill and bicgas generation, with a further
seven MW of new generation projects being negotiated with resource owners. In addition to electricity, these
assets generate green products, including RECs, NGACs, and Ernission Reduction Units being credits provided by the
Australian Greenhouse Cffice for projects that abate carbon and carbon equivalents. All generation products are used
or traded by AGL Energy.
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(B) Gas fired generation
B Hallett Power Station

Built in 2002, the Hallett Power Staticn in South Australia provides 180 MW of gas fired generation. This power

station has the capability to generate using diesel or gas, providing fuel diversity in the event of gas supply

constraints. The 180 MW capacity at Hallett comprises 13 units, providing substantial diversity to mitigate risk

associated with plant operation. Haflett has a reliable generation history, successfully generating 96% of the time

it has been required. Hallett represents approximately 5% of installed generation capacity in South Australia. The
" capacity of Hailett is used to meet AGL Energy's South Australian retail customer demand.

The Hallett Power Station is operated and maintained by AGL Energy.
B Somerton Power Station

Built in 2002, the Somerton Power Station provides 150 MW of gas fired generation and is located close to the
major load centre in Victoria, being in the industrial suburbs of Melbourne. Somerten has a reliable generation
history, successfully generating around 94% of the time it has been required. Four 37.5 MW gas turbines rmake
up the generation capacity, reducing the impact of start failure. The capacity of Somerton is used to meet AGL
Energy’s Victorian retail customer demand.

As with Hallett, the Somerton Power Station is operated and maintained by AGL Energy.
8 Cogeneration

AGL Energy built, owns and operates a gas fired cogeneration plant at Cooper's Brewery in South Australia (4.4
MW) and a similar cogeneration facility (4.4 MW} with Symex Holdings Limited in Port Mejbourne. The Cooper’s
cogeneration plant and the Symex cogeneration plant provide electricity and steam to each site, with surplus
electricity supplied to the grid.

(iii) AlintaAGL WA Cogeneration assets

Section 3.2(g)(ii} contains information in relation to AlintaAGL's cogeneration assets and its alliance with Alcoa to develop
additional cogeneration plants.

(iv) Loy Yang Power investment

In 2004, AGL, through its foundation shareholding in the Great Energy Alliance Corporation Pty Limited (GEAC), purchased
a 32.5% economic interest in LYP, which owns LYA and its adjacent coal mine. LYA is a 2,120 MW coal fired base load
power station iocated in the Latrobe Valley, Victoria and is ameng the lowest short run marginal cost base load generators
in the NEM. The other GEAC shareholders are TEPCO {32.5%), Motor Trades Association of Australia Superannuation Fund
Pty Ltd (11.8%), Transheld Services Limited (9.3%), Westschemne Pty Ltd (5.8%), Mitsui & Co (5.6%) and Statewide
Superannuation Pty Ltd (2.5%).

LYP successfully refinanced its $2.1 billien senior bank debt facilities in November 2005. This refinancing extended the
maturity profile of the debt to complement the long terr nature of the asset. and reduced credit margins and therefore the
cost of funding, while maintaining existing favourable covenants.

The investrment in GEAC is owned by AGL Erergy.

(v) Grqwth opportunities

AGL Energy will have the capacity to pursue and develop a range of diverse power generation opportunities in Australia.
The suite of opportunities and anticipated timings are displayed in Figure 1.8,
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Figure 1.8 Power generation developments

s,
West-Kiewa upgrad
NG

Hallett wind power generator 2ETTo8

In progress
preg 95 MW (SA)

Bogeng 130 MW (Vic) and West Kiewa 22232
In 12 MW (Vic) hydro power generators
development Hallett gas power generator S8
expansion 250 MW (SA)

Townsville gas generator 370 MW {Qld) 12

The Bluff wind power generator 45 MW (SA) &

Mica Creek upgrade 70-100 MW (QId) Seimme e o
Planning Dollar 79 MW (Vic) and Macarthur 330 MW (vic) wind power generators - RE oS a2z a4 ZERNETNa
Leafs Gully stage 1 300 MW (NSW) and stage 2 500 MW {NSW) gas power generators

stage

Notes

1. Projects descnibed as “in progress” have either commenced construction or been scheduled to commence construction, or are projects in respect of which AGL has committed
significant resources to their development. Projects “In development” have been granted a number of the required approvals, but have not yet been scheduled for construction
The financial viability of these projects continues to be assessed. Projects in the "Planning stage” are currently being assessed for shareholder value. The timing and cost of
developing these projects will depend on the commercial circumstances existing at the relevant time. Sufficient detaded work has not yet been completed to accuratety forecast
the cost and commercial benefit of developing all these projects. Accordingly, there is no certainty that these projects will reach completion.

2. Excludes AlintaAGL cogeneration developments (&g Wagerup).
The timing and cost of developing these opportunities will depend on commercial circumstances existing at the relevant
time. Sufficient detailed wark has nct yet been completed to accurately forecast the cost and commercial benefit of
developing all these opportunities. Current estimates are that the cost of developing these opportunities (in real terms) is
approximately $1.0 millicn per MW for gas fired power generation, approximately $1.2 million per MW for hydro powered
generation and approximately $2.3 million per MW for wind powered generation.
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AGL Energy’s future generation opportunities are in various stages of development. Development approval has been
granted for a number of projects including the Bogong hydro power station and the Bluff wind farm. The West Kiewa
upgrade can proceed without any need for external approvals.

On 31 January 2006, AGL anncunced that it will build Australia’s largest wind farm at the Hallett site in South Australia. The
95 MW facility will be located adjacent to the existing 180 MW gas fired peaking power plant. AGL announced that the
construction of the planned $236 million wind farm is scheduled to commence in September 2006 with initial commissioning
expected in Decernber 2007, 1n May 2006, AGL released an invitation to tender for the proposed capacity expansion of the
Hallett gas fired peaking plant, from the existing 180 MW capacity to a total capacity of at least 430 MW. Responses to the
invitation to tender were received in July 2006 and the viability of the project is being further assessed.

AGL Energy owns the development rights for the wind powered generation assets shown in Figure 1.8, including the Hallett
wind farm.

Most recently in May 2006, AGL Energy and CS Energy signed a Joint Development Agreement (JDA) to investigate
upgrading the 325 MW Mica Creek gas fired power station at Mount Isa. Under the terms of the JDA, AGL Energy will take
the lead role in procuring and transporting the additional long term supply of gas for the power station, and AGL Energy
and CS Energy will investigate joint funding and equity arrangements for the upgrade of the Mica Creek pawer station. C$
Energy will oversee the redesign and will operate the upgraded Mica Creek station which is planned to be expanded by 70-
100 MW by 2010 at a projected cost of approximately $150-3%200 million.

(d) Wholesale Gas

The Wholesale Gas division is involved in purchasing and managing gas, transportation and storage services for AGL Energy’s
retail and wholesale customers, and more recently has invested in natural gas and oil production interests in PNG and CSM
interests in the Sydney Basin and Moranbah.

(i) Wholesale gas supply

AGL Energy has secured a diversified portfolio of long term gas supply and transportation contracts, together with load
management contracts. The existing gas contracts are held with producers across several Australian gas producing basins,
adding flexibility and security to AGL Energy’s gas supply. This portfclio diversification will assist AGL Energy to manage the
risks associated with the supply and delivery of gas.

The most recent gas supply and transportation contract in AGL Energy’s portfalio is a contract for the supply of 1,500 PJ of
PNG gas to be supplied aver a 20 year period commencing in 2009. This agreement is conditional on, among other things,
financial close of the propased PNG Australian Pipeline Project.

In the absence of the proposed PNG Australian Pipeline Project moving forward in its current form, AGL Energy is working
with the PNG Gas Producers to evaluate alternative structures to bring PNG gas ta the eastern states of Australia.

AGL Energy’s wholesale gas portfolio contracted gas volumes are set out in Figure 1.9.

Figure 1.9 Wholesale gas supply portfolio — remaining gas volume contracted {as at 1 January 2006)

¥ . s i -
{Supply source Counterparties Volume remaining under Term remaining

. contract (PJ}
Cooper Basin South Australian and South West 605 Various agreements
Queensland Cooper Basin producers terminating 2006, 2011 and
(including Santos and Crigin Energy) 2016
Bowen/Surat Basin Origin Energy 335 2020
Gippsland Basin Gascor, Esso/BHP Petroleum 1,200 Two agreements terminating
2009 and 2017
Sydney CSM Sydney Gas/AGL 145 2015
PNG PNG Gas Producers (including 1,500 2028
ExxonMobil, Qil Search and AGL)
TOTAL 3,785
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In addition to servicing its own customers, AGL Energy supplies gas to other large industrial customers and retailers.
Deliveries to these wholesale customers represented 25% of total sales volumes in the 2006 financial year.

(ii) PNG Upstream Gas Project

In January 2006, AGL acquired an equity interest of 10% of the PNG Upstrearn Gas Project as well as various interests in
a number of developed ol assets. The il assets consist of an 11.9% interest in PDL2, containing the Kutubu, SE Mananda
and part of the Moran oil fields, and a2 66.7% interest in PDL4, containing the Gobe Main ang part of the SE Gobe fields.
AGL’s share of total oil, gas and condensate reserves is approximately 115 million barrels of oil equivalent. In addition, AGL
has a binding 1,500 PJ 20 year gas sale agreement with the PNG Gas Producers, conditional on the PNG Upstream Gas
Project reaching financial close.

The PNG upstream interests include the following three components:

B  PDL2 joint venture {11.9% interest)
The PDLZ joint venture owns the Kutubu oil field, which was PNGSs first oil development project and has been
preducing oil and gas frem the lagifu/Hedinia and Agogo oil reservairs since 1991 . Associated gas is being reinjected
into the oil fields to support oil production by maintaining reservoir pressure and this gas will be used to supply
potential markets in Australia if the proposed PNG Australian Pipeline Project is completed.

The PDLZ? participants also have an interest, through the Moran Unit, in the Moran oil field which commenced
praduction in 1298 In March 2006, the SE Mananda oll eld commenced production through the Agogo processing
facilities. Qil production is expected to continue from PDL2 through to 2025.

The associated infrastructure assets owned by the PDL2 joint venture participants include the Agogo processing
facilities, the Kutubu central processing facilities, an il export pipeline, and an oil marine terminal and mooring system.
The joint venture operator is Oil Search. As at 31 December 2005, AGL Energy’s share of audited PDL2 oil reserves
was 10.4 millicn barrels {proved plus probable reserves).

# PDL4 joint venture (66.7% interest)
The PDL4 licence was granted in 1996 to facilitate producticn from the Gobe Main and adjacent SE Gobe oil field.
The PDL4 investment entitles AGL Energy to a 27.3% interest in the SE Gobe Unit. Cil production commenced in
1998 and is processed through the Gobe production facility and exported using the PDL2 export pipeline and marine
loading facilities.

The joint venture operator is Qil Search. As at 31 December 2005, AGL Energy’s share of audited PDL4 oil reserves
was 7.8 million barrels (proved plus probable reserves).

B PNG Upstream Gas Project (10% interest)
AGL Energy's interests in the PDL 2 and PDL4 joint ventures acquired entitle it to a 10% interest in the PNG Upstrearmn
Gas Project. The PNG Upstream Gas Froject is a commercial unitisation of gas reserves held by the PDL2, POL4
and Hides owners groups which have collectively committed approximately 5,500 PJ of natural gas for processing,
transportation and sale into markets in Australia. The cther project participants in the PNG Upstream Gas Project are
ExxonMabil as operator (39.4%), Oil Search (44.2%), MRDC {3%) and Nippon Qil (3.4%). The PNG Government and
Santos may take up interests in the project of 11.3% and 9.5% respectively which, if taken, will difute the interests
held by ExxonMobil and Qil Search.

The project concept will involve the development of two gas processing plants at the Hides and Kutubu fields,
gathering and production pipelines, new gas production and injection wells, and compression facilities to export gas to
Australian markets through a sub-sea pipeline in PNG waters.

An overview of the PNG upstream interests is set out in the Figure 1.10.
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Figure 1.10 PNG upstream interests \
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(iii) Sydney Basin CSM Assets (50% interest)

In Novemnber 2005, AGL announced the formation of a joint venture with Sydney Gas to participate in the development
and production of CSM in the Sydney Basin {known as the Camden Gas Project), as well as exploration of CSM in the
Camden and Hunter regions. Concurrently, AGL entered into a 10 year gas supply contract for 14.5 PJ per annum from the
Camden Gas Project with an option to extend the contract for a further five years.

The assets acquired by AGL comprise a 50% interest in production licences PPL1, PPL2 and PPL4 (covering the Camden
Gas Project), and a 50% interest in exploration licences PEL2, PEL4, PELS and PEL267, as shown in Figure 1.1 1. Effective
from 1 February 2006, AGL assumed the role of operator of the Camden Gas Project, while Sydney Gas remained the
operator of exploration activities.
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Figure 1.11 Sydney Basin CSM
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The investment is intended to provide AGL Energy with secure and competitively priced gas supply from an existing gas
project for the NSW market. This supply of gas may enable AGL Energy tc promote further gas market development
activities including the advancement of gas fired power generation opportunities in NSW. The investment also presents
growth epportunities for AGL Energy through the potential development of CSM prospects in the Camden and Hunter
regions of NSW.

{iv) Queensland CSM assets (50% interest)

In late August 2006, AGL completed the acquisition from BHP Billiton of a 50% interest in the Moranbah Gas Project, as
shown in Figure 1.12. AGL Energy holds the 50% interest in the Moranbah Gas Project.

The Moranbah Gas Project is forecast to produce about 16 PJ of sales gas in the 2006 contract year, which represents
approximately 12% of the Queensland gas market and makes it one of Australia’s largest producing CSM projects. The project
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will complement AGL Energy’s interests in the PNG Upstream Gas Project, as well as the proposed Townsville gas fired
power station. It will also underpin AGL Energy’s entry into the Queensland market.

The assets acquired by AGL Energy as part of this transaction include BHP Billiton's 50% interest in the Moranbah Gas
Project Joint Venture Operating Agreement and associated gas sale contracts, BHP Billiton's 99% interest in ATP 364P
being an exploration joint venture covering 6,150 square kilometres, and all BHP Billiton's rights under a project agreement
with CH4 which has a remaining term of approximately 44 years.

CH4 has exclusive rights to explore for CSM within ATP 364P under the Project Agreement. In addition, AGL Energy will
be entitled to a 5% override royalty on CH4's gas sales from current and future petroleumn leases within ATP 364P, and will
also be entitled to participate in any project developed by CH4 with an interest of up to 50%.

Figure 1.12 Moranbah Gas Project Area
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{(V)LPG production

AGL Energy's whally owned HC Extractions owns a cryogenic plant that produces LPG and naphtha from refinery off-gases
supplied by the adjacent Caltex oil refinery at Kurnell in NSW. All production is sold back to Caltex with the propane and
butane produced used as avtomative LPG, and naphtha used in the petrol making process. In the 2006 financial year, total
production of LPG was 35,400 tonnes.
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(e) Proposed PNG Australian Pipeline Project

(i) Background to the project and APC joint venture

The PNG Gas Producers are marketing major gas reserves in PNG for sale to Australian markets. If the prdject is completed,
the additional reserves of PNG gas will provide substantial additional iong term suppiy of conventional natural gas for
Australia and additicnal system security.

APC was selected as the preferred developer for the proposed PNG Australian Pipeline in April 1998 following an
international competitive tender. tn October 2004, APC and the PNG Gas Producers executed a binding Letter of Intent
that provides APC with the right, but not an obligation, to own and cperate the pipeline.

AGL and Petronas have entered into a Joint Development Agreement in relation to the APC joint venture. Further details
regarding this agreement are set out in Section 9.2{b}(vi).

In addition, under the Pipeline Development Agreement between AGL and APT, which was entered inte by AGL and APT at
the time of the initial public offering in relation to APT, AGL is obliged to offer APT at least 20% of the aggregate ownership
interests in the proposed PNG Australian Pipeline. APT can accept part of the percentage interest offered to it provided
that it is not less than an aggregate 10% interest in the proposed PNG Australian Pipeline. Further details of the Pipeline
Development Agreement are set out in Section 9.2(<){i).

(i) Current status

APC committed to the FEED process in relation to the proposed PNG Australian Pigeline Project in February 2005.
The FEED process involved concepiual and detailed engineering, geotechnical surveys, route selection and land access
negotiations, negotiations with construction and equipment suppliers and related studies.

During August 2006, AGL and Petronas decided to scale back FEED activities due to a lack of committed foundation gas
load customers and escalating construction costs.

In AGL's view, the proposed PNG Australian Pipeline Project is unlikely to proceed in its current form although there may

be alternative awnership structures for the pipeline that could allow the pipeline to be developed. AGL is continuing
discussions with the PNG Gas Producers to explore all avenues to bring PNG gas to market and remains a committed
foundation custormer for PNG gas. AGL understands that the PNG Gas Producers are continuing negotiations with potential
customers in order to bring the project to fruition. ’

(iii) Project risks

It is not certain that the PNG Australian Pipefine Project will proceed, or proceed in its current form. The key challenges to
preject viability, and the prospects for the project proceeding, include:

B committed foundation contracts: without adequate committed foundation contracts to underpin forward revenues,
the project will not proceed;

B high construction costs: at present there is high demand for construction services from both the private and pubtic
sectors due to a combination of factors, including strong demand for commadities leading to increased mineral and
oil development projects. Therg is also significant spending on the renewal and development of social and economic
infrastructure in Australia. This high demand for construction services has resulted in material inflation in construction
estimates for the pipeline. Final tenders have not been issued for supplies of construction services and materials, and
the final estimate of construction cost will depend on the outcome of these tenders, The higher the capital costs for
the project, the lower the project returns, and the less likely it is that the project will proceed.

The major risks inherent in the PNG Australian Pipeline Project, if it proceeds, include the following:

W construction and procurement risks (the risk that construction and purchase of key supplies are delayed or are more
costly than expected);

A reserve risk (the risk that gas reserves underperform or are not delivered);
W counterparty risk {the risk that contractual counterparties do not honour their obligations);

W market risk (the risk that the gas demand in Australia is less than expected for a given price);
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O regulatory risk (the risk that regulatory outcomes are more onerous and financially constraining than anticipated); and
O sovereign risk (the risk arising from the action of a government),

These risks will be mitigated to varying degrees by the commercial and contracting strategies put in place by APC.

1.2 Business strateqy
{a) Strategy overview
AGL Energy’s business strategy ts to deliver growth in earnings per share and total shareholder returns by:

a participating in the contestabie growth segments of the electricity and gas sector, being upstream gas, power generation
and energy retail;

O managing wholesale price risk and earnings volatility by matching upstream and retail exposures; and

O taking advantage of its position as one of the largest purchasers of wholesale gas and electricity in Australia to reduce cost
of supply and cost to serve, leading to market share growth and increased profitability.

Figure 1.13 indicates AGL Energy’s value proposition of extracting value across the energy supply chain.

Figure 1.13 Extracting value across the energy supply chain
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(b) Retail energy

Central to AGL's business strategy and growth aspirations is its position as Australia’s largest energy retailer. Key elements of
AGL Energy's strategy for its retail energy business are to:

1 grow the business within its existing retail markets, including through continuing improvements in the knowledge of the
market and customer expectations;

m provide a comprehensive range of gas and electricity products and related services in response to changing market
requirements, including green energy and advanced metering;

f1  develop innovative energy solutions for large energy users, and

O continue with programs already underway to rationalise systems and processes so as to reduce cost and improve services
to customers.

AGL Energy has the scale and portfalio diversity to expand its retail base into new markets, either through acquisition or utilising
its merchant energy assets and development opportunities to support penetration into the retail market. This will include
Queensland, through participating in the recently announced Queensland Government sale process and the introduction of retail
contestability scheduled from July 2007.
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(c) Wholesale gas and electricity

AGL Energy is focussed on taking advantage of its position as one of Australia’s largest purchasers of wholesale gas and
electricity to develop and acquire upstream gas and power generation assets with the objective of:

B ensuring wholesale energy costs are maintained at competitive levels;
B mitigating risk via continuity and diversity of supply;

M maintaining an appropriate balance between equity and contract gas and electricity supplies to provide portfolio flexibility
and minimise cost and risk;

capturing a share of the profit pool as it moves from retailer/wholesaler to upstream equity supplier; and

W participating in the development of alternative energy technologies, including clean carbon solutions, distributed generation
and demand side management.

AGL Energy’s scale and large retail customer load requ'\réments facilitate it creating growth opportunities, including by taking
direct equity positions in upstream gas projects and undertaking power generation developments.

(d) Impact of the Recommended Proposal

The AGL Board considers that the creation of focussed energy and infrastructure businesses via the Recommended Proposal,
will facilitate AGL Energy achieving its business strategy, including as follows:

(i) Creating a focussed energy company

Consistent with AGL's Original Demerger Proposal, approval of the Recommended Proposal will enable the board and
management to focus on objectives and core competencies relating to the energy business. This will facilitate focus on:

B making strategic and cperaticnal decisions on the basis of priorities and objectives that are relevant to this business only;
B pursuing growth opportunities based on the most relevant drivers of shareholder value;

B maintaining a capital structure that provides a mere efficient cost of capital, facilitating payment of fully franked
dividends and future growth;

8 implementing new energy technologies and proactively responding to changing market conditions and customer
requirements; and

B achieving growth in earnings per share and total shareholder returns.

(i} Providing additional scale and diversity

Through its initial 33% sharzgholding in AlintaAGL, AGL Energy will have exposure to the high growth WA energy market,
providing additional scale and diversity for AGL Energy’s retail and generation partfolio. The option to increase this stake to
100% over five years provides AGL Energy with additional growth potential in this market.

The AGL Energy Board will be solely responsible for determining the strategic direction of AGL Energy and may over time
decide that it is appropriate to adopt different business strategies from those referred to above.
1.3 Funding capacity for growth opportunities

The initial capital structure of AGL Energy is anticipated to provide it with the capacity to fund identified development
and growth oppertunities whilst maintaining a long term credit rating of BBB from Standard & Poor's. Standard & Poor's
has indicatively assessed AGL Energy’s long term corporate credit rating as BBB/Stable. See Section 5.3{c)(iii) for further
information concerning credit ratings risk that may affect AGL Energy’s business.

Ht is anticipated that, at the Transaction Implementation Date, AGL Energy will have in place borrowing facilities totalling
$2 billian which, following implernentation, will be drawn to the extent of approximately $1.3 billion.

AGL Energy intends adopting a capital structure consistent with maintaining a BBB credit rating. To that end, AGL Energy will

manage its debt levels to ensure that, over the medium term, the ratic of funds from operations to interest is at least five times.
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1.4 Board and management team

(a) Directors
Details of the AGL Energy Directors are set out below.

Mark Johnson
LLB MBA
Chairman

Mr Johnson has been a non-executive AGL Director since 1988, and became a non-executive director of AGL Energy in
February 2006. He is Chairman of AGL's People and Performance and Health, Safety and Environment Committees. He was
appointed Chairman of AGL on 3 December 2003 following appointment as Deputy Chairman of AGL in October 1996.

Mr lohnson is Deputy Chairman of Macquarie Bank Limited {commenced as a director in 1987} and Chairman of Macquarie
Infrastructure Group (commenced as a director in 1996). He is also a Prime Minister’s Representative on the APEC Business
Advisory Council and Chairman of the Australian Strategic Policy Institute.

Paul Anthony
Managing Director and Chief Executive Officer

Mr Anthony became AGL's Chief Executive Officer with effect from 3 April 2006 and Managing Director on 1 May 2006. On
the Transaction Implementation Date, Mr Anthony will become Managing Director and Chief Executive Officer of AGL Energy. If
the Recommended Proposal is not imptemented, Mr Anthony will remain Managing Director and Chief Executive Officer of AGL.

Mr Anthony has operated in chief executive officer, executive chair and non-executive positions within the energy sector
internationally and has a deep knowledge base of derequiated electricity and gas markets.

Mr Anthony was founding Chief Executive Officer of Contact Energy, leading its move from being a public utility to being
privately owned. As Chief Executive Officer, he was instrumental in transforming Energy Power Resources into one of the United
Kingdormn's largest renewable energy companies. He has also been Executive Vice President of British Gas Group in the United
Kingdom, and held a series of executive positions with PowerGen, which Mr Anthony helped lead through the United Kingdom
privatisation process in the 1990s. Most recently, he worked with United Kingdom investment house Doughty Hanson and ran
its wholly owned investiment in LM Glasiber. ’

Further details of Mr Anthony’s appointment are set out in Section 1.4({b).

Charles Allen AO
MA M5c¢
Independent director

Mr Allen has been a non-executive AGL Director since 1986, and became a non-executive diractor of AGL Energy in February
2006. He is a member of AGL's Audit & Risk Management and Health, Safety and Envirenment Committees.

Mr Allen is Chairman of Air Liquide Australia Limited. Mr Allen retired as Managing Director of Woodside Petroleurn Ltd in 1996.
Within the last three years, he was a director and Chairman of National Australia Bank Limited (retired in 2004) and a director of
Amcor Limited (retired in 2005}

David Craig
BEc CA
Independent director

Mr Craig has been a non-executive AGL Director since May 2005, and became a non-executive director of AGL Energy in
February 2006. He is @ member of AGL's Audit & Risk Management and Health, Safety and Environment Committees.

Mr Craig has recently left the position of Chief Financial Officer of the Australand Property Group. He was previously Global
Transition Finance Leader of IBM's Business Constlting Services and Global Chief Financial Officer of PwC Consulting.

Mr Craig has recently been appointed to the position of Chief Financial Officer of the Commonwealth Bank of Australia. He will
resign from both the AGL and AGL Energy Boards on or prior to the Transaction Implementation Date.
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Carolyn Hewson
BEc (Hons) MA
Independent director

Ms Hewson has been a non-executive AGL Director since 1996, and became a non-executive director of AGL Energy in
February 2006. She is a member of AGLs Audit & Risk Management and Health, Safety and Environment Committees.

Ms Hewson is a director of Westpac Banking Corporation (commenced in 2003). Her community invotvernent includes board
or advisory roles with the YWCA NSW, the Royal Humane Society and The Australian Charities Fund. Within the last three years,
she was a director of CSR Limited (retired in 2005) and also a member of the fconomic Development Board (South Australia),

Max Ould
BEc
Independent director

Mr Quld has been a non-executive AGL Director since January 2004, and became a non-executive director of AGL Energy in
February 20086. He is a member of AGL's People and Performance and Health, Safety and Environment Committees.

Mr Ould is a director of Pacific Brands Limited, Foster's Group Limited and Goodman Fielder Limited. He was previously
Managing Director of National Foods Limited.

Graham Reaney
BCom CPA
Independent director

Mr Reaney has been a non-executive AGL Director since 1988, and became a non-executive director of AGL Energy in July
2006. He is Chairman of AGLs Audit & Risk Management Committee and a member of AGL's People and Performance and
Health, Safety and Environment Committees.

Mr Reaney is Chairman of PMP Limited, a director of St George Bank Limited and a director of So Natural Foods Australia
Limited. He retired as Managing Director of National Foods Limited in 1996, prior to which he was Managing Birector of
Industrial Equity Limited.

{b) Terms of Mr Anthony’s appointment

Mr Anthony was engaged by the AGL Board in January 2006 to become the Chief Executive Officer and Managing Director
of AGL Energy, conditional upon the implementation of AGL's Original Demerger Proposal. Under that proposal, AGL's energy
businesses were to comprise AGL's existing energy businesses only.

Following his appointment, there was a very material change in AGL's circumstances, with Alinta‘’s acquisition of an approximate
19.9% shareholding in AGL culminating in the withdrawal of the demerger proposal, and with AGL and Alinta making competirgg
takeover bids for each other. As a result of AGL's decision to discontinue its original demerger proposal, Mr Anthony was
appointed Chief Executive Officer and Managing Director of AGL with effect from 3 April 2006.

Since his appointment, Mr Anthony has been responsible for overseeing the operation of all of AGL's businesses, both energy and
infrastructure. These businesses have continued to perform strongly during this pericd and are well positioned for future growth.

In addition, Mr Anthony has played a critical role in negotiating the Recommended Proposal with Alinta. The impasse created by
the competing AGL Takeover Bid and Alinta Takeover Bid has been broken, so allowing the Recommended Proposal to be put
forward to AGL Sharehalders for their consideration.

If the Recommended Proposal is implerented, M Anthony will cease to be Chief Executive Officer and Managing Director of
AGL and will become Chief Executive Officer and Managing Director of AGL Energy. AGL Energy’s business will be larger than
that which was originally contemplated because, in addition to AGL's existing energy businesses, it will include a 33% interest in
AlintaAGL with the opportunity to increase that interest to 100% over a five year period.

Against this background, and as a new service contract needs to be entered into in the light of the Recornmended Proposal,

the AGL Board has reviewed Mr Anthony’s overall remuneration package and has decided to restructure some elements of that
package. This has been done to recognise the value to AGL Shareholders of Mr Antheny’s performance to date, to recognise the
far reaching changes to AGL's circumstances since his initial appointment and to provide Mr Anthony with certainty and
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protection during the initial period of his appointment, and, in particular, to ensure that Mr Anthony is entitled to receive his full
contractual entitlements in the event that any Fundamental Change in Circumstances (as defined below) occurs during this period.

The restructuring of Mr Anthony's remuneration package does not increase the overall financial total of the original package.
Rather, the timing of the payment of some elements of the package has changed. There are three broad changes.

The first is that Mr Anthony will receive his sign-on entitlement of $1.64 million in full on 1 September 2006 instead of in equal
instalments over a three year periad. This entitlernent will be paid in cash not securities.

The second change is that Mr Anthony will receive part of his remuneration entitlement as an allocation of 307,230 AGL Shares
under the AGL Share Purchase Plan, This allocation will be made on 1 September 2006 and will be in substitution for part of his
proposed initial grant under the AGL Energy LTIP.

Shares issued to Mr Anthony under the AGL Share Purchase Plan will be subject to restrictions on disposal in accordance

with the terms and conditions of the Plan. However, as outlined in Section 9.1 these shares will be allowed to participate in
the AGL Scheme on the same basis as all ather AGL Shares so that for each AGL Share held Mr Anthony will receive one AGL
Energy Share and 0.6117 of a New Alinta Share. As also noted in Section 2.1, the AGL Board intends to terminate the AGL
Share Purchase Plan following the implementation of the Recommended Proposal. While the restrictions on disposal will cease
on termination of the Plan, Mr Anthony has agreed not to dispose of any of his AGL Energy Shares for a period of two years
following their issue.

The final change is that the Share Performance Rights to be granted to Mr Anthony in respect of the first three years of his
appointment will vest over a four year period commencing September 2007 rather than a four year period commencing
April 2008.

These changes essentially involve a repositioning of some of the elements of Mr Anthony's remuneration package. The financial
total of that remuneration package remains the same as agreed with Mr Anthony in Jenuary 2006. The restructuring of Mr
Anthony’s remuneration package is considered both important and appropsiate as it recognises AGL's changed circumstances,
the significant contribution Mr Anthony has made in negotiating and bringing the Recommended Proposal before AGL
Shareholders, and the requirement to provide Mr Anthony with certainty in terms of his contractual entitlements.

A summary of the terms of Mr Anthony’s new service contract is set out below.

(i) Appointment

Mr Antheny has been appointed Chief Executive Officer and Managing Director of AGL Energy conditional upon
Completion. Mr Anthony's appointment will commence on the Transaction Implementation Date or such other date as

is agreed. If the Recommended Proposal is not implemented, Mr Anthony will remain the Chief Executive Officer and
Managing Director of AGL. The terms of the contract are essentially the same in the case of both appeintments and he wili
be employed by AGL Corporate Services Pty Limited {AGLCS) in respect of both appointments.

In summarising the terms below, a reference to “the Company” means AGL up to the Transaction Implementation Date

or if the Recommended Propesal does not proceed and means AGL Energy on and from the Transaction Implementation
Date; a reference to “the Board” means the AGL Board or the AGL Energy Board, as the case may be; and a reference to the
‘Company’s STIP” means, as the case may be, the AGL Energy STIP if the references relates to a time after the Transaction
Implementation Date, or an equivalent short term incentive plan of AGL if the reference relates to a time before the
Transaction Implementation Date or the Recommended Proposal does not proceed.

(ii) Term
Mr Anthony's appointment as Chief Executive Officer and Managing Director will continue until his appointment is terminated,
Mr Anthony's appointment may be terminated by AGLCS in the following circumstances:

B without notice in the event of any act which detrimentally affects the Company such as dishanesty, fraud or sericus or
wilful misconduct in the discharge of Mr Anthony’s duties or unremedied persistent, wilful or material breaches of the
terms of the service contract; or

B by giving Mr Anthony 18 menths notice in writing at any time within the first two years of his appointment or 12
months notice in writing at any time after the expiration of that two year period.
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Mr Anthony may terminate his appointment:

A by giving AGLCS nine months notice in writing at any time within the first two years of his appointment or six months
notice in writing at any time after the expiration of that two year period; or

B by qiving AGLCS three months notice in writing if he ceases to hold the most senior management role within the
Company or ceases to report to the Board, the Cornpany ceases 1o be listed on ASX {other than because of a change
in control) or if the scope of his responsibilities or authorities is materially diminished (Fundamental Change in
Circumstances). This right of termination must be exercised within six months after the Fundamental Change in
Circumstance occurs. '

If Mr Anthany's appointment is terminated by either AGLCS or Mr Anthony giving a period of notice then AGLCS may

at any time before the end of the period of notice pay to Mr Anthony in lieu of the unexpired notice period an amount
equal to that proportion of Mr Anthony's Total Fixed Remuneraticen at the time which corresponds to the period of notice
which is foregone.

If AGLCS terminates Mr Anthony's appointment by giving 18 months or 12 months notice in writing as referred to above,
alt unvested Share Performance Rights held by Mr Anthony will immediately vest at no cost to Mr Anthony. If AGLCS
terminates by paying Mr Anthony in liew of providing hirm with 12 or 18 moenths notice and such termination is prior to him
being granted Share Performance Rights in respect of the first year of his appeintment, those Share Performance Rights
will be granted and will automatically vest on termination.

If Mr Anthony terminates his appointrnent within six months following the occurrence of a Fundamental Change of
Circumstances then AGLCS will pay Mr Anthony, in addition to any other payments or benefits due to him, a termination
payment equal to twice the aggregate of Mr Anthony's Total Fixed Remuneration (as defined below) at the time the
Fundamental Change in Circumstances occurs and the amount payable under the Company’s STIP for that year for on target
performance. In addition, all unvested Share Performance Rights held by Mr Anthony will immediately vest on termination at
no cost to Mr Anthony.

(iii) Remuneration

Mr Anthony's remuneration will comprise the components set out below,
(A) Total Fixed Remuneration

Mr Anthony will be paid an initial annual total fixed remuneration (Total Fixed Remuneration) of $1.3 million,
During each year of the term of his appointment, the Board will review Mr Anthony's Total Fixed Remuneration for
the next year and determine whether to increase that amount having regard to such matters as the Board thinks
t. Under no circumstances can My Anthony’s Total Fixed Remuneration be reduced without Mr Anthany's written
consent.

(B) Sign-on entitlement
Mr Anthony will be paid on 1 September 2008 a sign on entitlernent of $1.64 million in cash.
(C) AGL Share Purchase Plan allocation

Mr Anthony will receive cn 1 September 2006 an allocation of 307,230 AGL Shares under the AGL Share
Purchase Plan which will be subject to the restrictions on disposal imposed by that Plan. If the Recommended
Proposal proceeds Mr Anthony has agreed not to dispose of any AGL Energy Shares which he acquires in respect
of this allocation for a period of two years.

(D) Short term incentives

Mr Anthony will be entitled to annual short term incentive payments based on the achievernent of key
performance indicators in accordance with the Company's STIP. The key performance indicators wilt be set by the
Board on an annual basis.

The value of any short term incentive actually provided in a year will be determined by the Board having regard

to the leve! of achievement of the key performance indicators. A short term incentive of 40% of Total Fixed
Rermuneration will be paid where key performance indicators for the year are satisfied at threshold level. A short
term incentive of 60% of Total Fixed Remuneration will be paid where key performance indicators for a year are
satisfied at target level and a short term incentive of an amount equal to 120% of Total Fixed Remuneration will be
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(E

)

paid where key performance indicators for a year are achieved at stretch level. Any short term incentive due to Mr
Anthony will be paid in cash.

Long term incentives

Mr Anthony will participate in the AGL Energy LTIP if the Recommended Propasal is implemented. Otherwise, he

will participate in the Replacement AGL LTIP. The terms of the AGL Energy LTIP are summarised in Section 1.7. The .
Replacement AGL LTIP will be implemented by AGL if the Recommended Proposal does not proceed and the terms

of this plan will be materially the same as the AGL Energy LTIP.

If the Recommended Proposal is implemented then immediately following the Transaction Implementation Date,
Mr Anthony will be granted in respect of the first year of his appointment a number of Share Performance Rights
under the AGL Energy LTIP equal to the Base SPR Quantity (as defined below). For each of the next two years
during Mr Antheny’s appointment, Mr Anthony will be entitled to receive an annual grant of Share Performance
Rights under the AGL Energy LTIP, equal to the Base SPR Quantity.

If the Recommended Proposal is not implemented then Mr Anthony will be granted Share Performance Rights as
set out above under the Replacement AGL LTIP.

Base SPR Quantity will be determined by dividing a stretch long term incentive target of $2.86 million by the
volume weighted average trading price of AGL Shares or of AGL Energy Shares, as the case may be, over a period
of 10 trading days immediately before the date the grant is made.

Subject to the satisfaction of applicable performance conditions (outlined below) and scaled in accordance with
themn, these Share Performance Rights wili vest as follows: a number of Share Performance Rights having a value
of $2.145 million, determined in accordance with the volume weighted average price used at the date of their
issue, will vest in each of September 2007, 2008 and 2008 with the balance vesting in 2010.

The applicable performance condition will be based on total shareholder return (TSR) with the level of vesting
dependent upen the Company’s TSR performance measured against a comparable group of ASX listed companies
determined by the Board at the time of each grant of Share Performance Rights as follows:

Total sharehclder return below 50th percentile 0% vests

Total shareholder return at 50th percentile 50% vests

Total shareholder return of greater than 50th percentile
and less than 75th percentile

Pro rata

Total sharehalder return equal to or greater than
75th percentile

100% vests

{F

—

All unvested Share Performance Rights held by Mr Anthony wilt immediately vest if a change in control of the
Company occurs.

The Share Performance Rights granted to Mr Anthony under the Company’s LTIP which are referred to above will
vest at no cost to Mr Antheny and, except as set out above, will be issued on the terms and cenditions specified in
the Company’s LTIP.

The terms upen which Share Performance Rights are granted to Mr Anthony in relation to subsequent years during
Mr Anthony's appointment will be determined by negotiation between Mr Anthony and the Board.

Restraint

Under the terms of his appointment, Mr Anthony must not for a period of six months following termination

of his appointment be engaged or concerned in any capacity whatsoever in any business which is similar o or
competitive with the business of the Company or solicit or entice or attempt to solicit or entice any director,
employee or client of the Company to leave the Company or attempt to persuade any director, employee or
client of the Company with whom Mr Anthony had dealings within the year preceding the termination of his
appointment to discontinue their relationship with the Company or reduce the amount of business they do with
the Campany.
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(c) Chief Financial Officer

Mr Stephen Mikkelsen has been appointed Chief Financial Officer of AGL with effect from 1 September 2006 and will take up
the role of Chief Financial Officer of AGL Energy if the Recommended Proposal is implemented.

Mr Mikkelsen is a Chartered Accountant and has extensive experience as a Chief Financial Officer in both the private and public
sectors and in particular in the energy sector.

Prior to joining AGL, Mr Mikkelsen held the combined role of Chief Financial Officer and Executive Officer Business Development
at Snowy Hydro.

Prior to Snowy Hydro, Mr Mikkelsen was employed by Contact Enerqy in New Zealand.

Approximately 12 months before the initial public offering of Contact Energy, Mr Mikkelsen was promoted to Chief Financial
Officer. Along with the normal responsibilities of a Chief Financial Officer, this role included managing all financial aspects of the
Contact Energy initial public offering, including significant investor relations following the initial public offering.

Prior to 1996, Mr Mikkelsen worked as Treasury Advisor within the banking and accounting sectors.

1.5 Board and corporate governance

This Section 1.5 sets out the approach that AGL Energy will take following Completion in relation to corporate governarke, The
approach of AGL Energy to corporate governance is broadly consistent with AGL's current approach to corporate governance.

(a} Composition of the AGL Energy Board

Details of AGL Energy Directors are set out in Section 1.4(a). The AGL Energy Board is comprised of a majority of independent
non-executive directors. As noted in Section 1.4(a) above, David Cralg will resign as a director of AGL Energy on or prior to the
Transaction Implementation Date.

{b} Role of the AGL Energy Board

The responsibilities of the AGL Energy Board following Completion will be encompassed in a formal charter that will be published
on AGL Energy’s website at www.agl.com.au. The charter will be reviewed annually to determine whether any changes are
necessary or desirable.

The major rales of the AGL Energy Board will include:

B reviewing and approving the strategic direction of AGL Energy with management and rﬁonitoring management’s
implementation of that strategy;

M menitoring financial outcomes and the integrity of reporting, and in particular approving annual budgets and ionger term
strategic and business plans;

O setting specific limits of authority for management to commit to new expenditure, entering contracts or acquiring
businesses;

@ monitoring the effectiveness of AGL Energy’s audit, risk management and compliance systerns that are in place to protect
AGL Energy’s assets and to minimise the risk of AGL Energy operating beyand legal requirements or beyond acceptable risk
parameters,

B monitoring compliance with regulatory requirements (including continuous disclosure) and ethical standards, including
reviewing and ratifying codes of conduct and compliance systems;

m selecting and appointing (and, if appropriate, removing from office) the Chief Executive Officer, determining their
conditions of service and monitoring their performance against established objectives;

O ratifying the appointment (and, if appropriate, the removal from office) of the Chief Financial Officer and the Company
Secretary;

@ approving conditions of service and performance monitoring pracedures to apply to senior management
I regularly reviewing senior management succession planning and development; and

@ providing effective and timely reporting to AGL Energy Shareholders.
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(c) AGL Energy Board committees

To assist in carrying out its responsibilities, the AGL Energy Board will establish the following standing committees:
B Audit & Risk Management Committee;

M People and Performance Committee; and

B Health, Safety and Environment Committee.

Each cormmittee will develop a charter that will autline its responsibilities and will be available on AGL Energy’s website at
www.agl.com.au. '

The intended roles and responsibilities of each of these committees are considered below.

(i) Audit & Risk Management Committee

The AGL Energy Board will establish an Audit & Risk Management Committee, comprising non-executive AGL Energy
Directors, all with appropriate financial experience.

It is intended that representatives of management and the external auditor will attend Committee meetings at the
discretion of the Committee.

The Committee will alsc meet privately with the external auditcr on general matters concerning the external audit, and
other related matters, including when considering the half year and full year financial reports.

The primary functian of the Audit & Risk Management Committee will be to assist the AGL Energy Board in fulfilling its
responsibifities to AGL Energy Shareholders by:

& monitoring the adequacy and integrity of financial reporting;

| overseeing and recommending to the AGL Energy Board matters in relation to the external auditor, including the
appointment of the external auditor and its fee;

W monitoring and reviewing the external auditor’s qualifications, performance and independence;

B maintaining and overseeing a sound system of internal controls based on the adoption by the AGL Energy Board of a
risk based approach to the identification, evaluation and management of risks that are significant to the fulfilment of
AGL Energy’s business objectives; and

B - reviewing the effectiveness of AGL Energy’s risk management and internal compliance and control system.
(ii} Pecple and Performance Committee

The AGL Energy Board will establish a Peaple and Performance Committee, comprising non-executive AGL Energy
Directors.

The primary function of the Committee will be to:

B review strategic issues to determine the most appropriate structure, size, compositicn and tenure of the AGL Energy
Board;

B make recommendations in relation to AGL Energy Board succession, planning and AGL Energy Director remuneration
policy:
B evaluate AGL Energy Board performance;

make recommendations on the appointment and removat of AGL Energy Directors; and

B assist the AGL Energy Board by reviewing, ratifying and making recommendations to the AGL Energy Board in relation
to remuneration and people policies, procedures and pragrams designed to:

- meet long term people needs through effective talent management and succession planning;

- achieve clear alignment between the needs and requirernents of key stakeholder groups and the abjectives and values
of AGL Energy’s people;

- reward AGL Energy’s people for excellent performance and keep thern committed and metivated;

- encourage teamwork and shared learning;
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- foster the growth of AGL Energy’s pecple to enable them to reach their full potential through performance
management, development and training;

- achieve comnpliance with relevant legislation and corporate governance principles on remuneraticn practices and
employment policies; and

- overview remuneration practices effectively, including incentives, superannuation and retirement benefits, for people
at all levels, enabling AGL Energy to attract and retain people who create value for AGL Energy Shareholders.

The Committee will be respensible for making recommendations to the AGL Energy Board on matters relating to the AGL
Energy Board, the Chief Executive Officer, the senior leadership team and policy issues.

(ili) Health, Safety and Environment Committee

The AGL Energy Board will establish a Health, Safety and Environment Committee, in order to review the adequacy and
effectiveness of AGL Energy’s heaith, safety and environmental management systems. It is intended that the Committee
will meet at least twice a year, with additional meetings scheduled on an ‘as needs’ basis.

The primary function of the Health, Safety and Environment Committee will be to set and review the implernentation and
performance of AGL Energy’s health, safety and environment strategy including:

B moenitoring and reviewing AGL Energy’s commitment to and policies in respect of the health and safety of its people;

8 assessing the effectiveness and performance of AGL Erergy’s health, safety and environmental management systerms;
B reviewing AGL Energy’s environmental prigrities and commitments; and
a

integrating these priorities within AGL Energy’s corporate strateqy, risk management framewark, and people and
culture priorities.

(d) Board processes

The pracesses of the AGL Energy Board will be governed by the constitution of AGL Energy which is summarised in Section 1.8.

(e) Resources available to the AGL Energy Board

AGL. Energy Directors will have unfettered access to AGL Energy’s records and information that is reasonably necessary for

-the fulflment of their responsibilities. AGL Energy Directors will also have access to the Company Secretary and other relevant

senior management to seek explanations and information. They wili receive regular detailed reports on financial and operational
aspects of AGL Energy’s business and may request elaboration or explanation of those reparts at any time. Each AGL Energy
Director will have the added right to seek independent professicnal advice at AGL Energy’s expense. Prior approval of the
Chairman will be required but this may not be unreasonably withheld.

The Chairman will be responsible to see that all AGL Energy Board members are well briefed and have access to information

on all aspects of AGL Energy’s operations. AGL Energy Directors and senior management will be encouraged to broaden their
knowledge of AGL Energy’s business and to keep abreast of developments in business more generally by attendance at refevant
courses, seminars and conferences. AGL. Energy will meet the expenses involved in such activities.

{f} AGL Energy Directors’ fees

The maximum aggregate remuneration of non-executive directors of AGL Energy was fixed by a resolution passed by AGL as
AGL Energy’s sole shareholder at A$1.5 million a year, inclusive of superannuation but exclusive of reimbursement of expenses
and cannct be varied other than as determined by AGL Energy in general meeting from time to time.

The structure of the remuneration is a base fee plus a Committee fee, where applicable, for participation by a non-executive
AGL Energy Director in the Committees. Chairing a8 Committee attracts a higher fee rate. This structure ensures that the
remnuneration reflects the general responsibilities of individual AGL Energy Directors as well as the extra responsibilities and
workload involved in participating in a Committee. The Chairman cf the AGL Energy Board receives no extra remuneration for
participation in or chairing Committees.
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The annual remuneration to be paid (including superannuation) te the AGL Energy Chairman and non-executive AGL Energy
Directors will be as follows:

Mr Mark Johnson (Chairman); A$300,000;

Mr Charles Allen: A$1 20,000 plus any relevant Committee fee;

Ms Carolyn Hewson: A$ 120,000 plus any relevant Committee fee;

Mr Max Ould: A$7120,000 plus any relevant Committee fee; and

Mr Graham Reaney: A$120,000 plu§ any relevant Committee fee.

The AGL Board considers that these amounts are in line with market rates for a company with the characteristics of AGL Energy.
{g) AGL Energy Director indemnities

(i) Deeds of access, insurance and indemnity for AGL Energy Directors

AGL Energy has entered into a deed of access, insurance and indemnity with each of the AGL Energy Directors. In
summary, each deed includes the following:

| AGL Energy's obligations to provide the AGL Energy Director with access to minutes, papers and accompanying
docurnents referred to at AGL Energy Board and Committee meetings, and other information to which the AGL Energy
Director was entitled, during the period of office of that AGL Energy Director;

W the AGL Energy Director’s obligations of confidentiality;
B indemnification of the AGL Energy Director to the extent permitted by law;

B procedures for the notification and conduct of claims against or involving the AGL Energy Director, including in relation
to the AGL Energy Director's entitlernent to engage legal representation and the terms on which defence costs will be
advanced to the AGL Energy Director in respect of such claims; and

B AGL Energy’s obligation to maintain a policy of insurance to insure the AGL Energy Director against liability incurred as
a director and officer of AGL Energy and its Subsidiaries.

AGL has also taken out a directors and officers indernnity insurance policy that responds to lizbility incurred by AGL
Directors and officers in connection with the AGL Scheme.

AGL and AGL Energy have jointly and severally agreed to indemnify each current director and secretary of AGL and AGL
Erergy, to the extent permitted by law, against liabilities incurred by such director or secretary in connection with the AGL
Scheme and legal costs reasonably incurred in defending an action for any such liability. AGL and AGL Energy will have the
right to control any action against a director or secretary that could result in any payment being made to that director or
secretary under the indemnity.

(i) Indemnities for AGL Energy Directors under the New AGL Energy Constitution
The indemnification of AGL Energy Directors by AGL Energy under its constitution is summarised in Section 1.8(a).

1.6 Employees
(a) Intentions regarding AGL Energy employees
AGL Energy currently has approximately 1,800 employees.

In August 2006 the Chief Executive Officer of AGL, in conjunction with the AGL Board started a process of restructuring AGL's
overheads with the aim of reducing costs and increasing efficiencies and introduced initiatives to remove management layers
and streamline the rermaining organisation in order to lower its costs and improve the responsiveness of the organisation. At the
date of this Booklet the additionai cost savings have not been fully quantified.

The AGL Board expects that AGL Energy may be able to offer redeployment opportunities in other areas of AGL Energy's
business for some employees whose positions become redundant but does not expect that it will be passible for AGL Energy
to offer comparable positions to the majority of employees whose positions become redundant foliowing implementation of
the AGL Scheme. The AGL Board also anticipates that a number of employees of AGL Energy may be offered employment with
the Bureau Services Provider (as defined in Section 6.4) in connection with the provision of transitional bureau services to New
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Alinta and AGL Energy following the implementation of the Recommended Proposal. Those employees whose positions are
made redundant will receive a redundancy payment in accordance with their contractual and legal entitlements,

Section 3.8 sets out New Alinta Co’s intentions with respect to AGL employees that will be employed by New Alinta following
implementation of the Recommended Proposal.

(6) Industrial relations

AGL Energy’s employees in Australia are employed under either:

B awards and agreements registered or made with the Australian industrial Refations Cornmission; or
B individual contracts of employment offered to salaried or management ermployees.

Five trade unions are party to awards and agreements in Australia to which AGL is respondent, and will have AGL Energy
employees as members. They are:

Australian Workers” Union (AWU);

Association of Professional Engineers, Scientists and Managers, Australia (APESMA);

1]

[ 1]

B Australian Municipal Administrative Clerical & Services Union (ASU);

O Communications, Electrical, Electroric, Energy, Information, Posta!, Plumbing and Aflied Services Union of Australia (CEPU); and
1}

Construction, Forestry, Mining and Energy Union (CFMEU).

The Recommended Proposal will have no impact on the operation of the awards and agreements under which AGL Energy will
operate. Unions have already been advised of the Recommended Proposal and as it is implemented they will be kept informed
of the process. AGL Energy maintains a professional and stable waorking relationship with the unions and, over the previous 12
months, no time has been lost to industrial disputation.

(c) Occupational health and safety

AGL has occupational health and safety systems and processes that meet regulatory and compliance requirements and

achieve continual improvernent in health and safety performance. This occupational health and safety system is, at a minimum,
consistent with the requirements in Australian Standards AS4801 and A54804. AGL Energy will adopt AGL's occupational health
and safety systems for its businesses upon Completion.

(d} Workers compensation arrangements
AGL Energy will continue to be externally insured under the state based statutory workers compensation schemes in Australia.
(2) Responsibility for AGL Energy employee liabilities

As further described in Section 8.3(c)(iv), under the Relationship Deed AGL Energy will be responsible for and will indemnify
New Alinta Co against liability or loss relating to any aspect of the employment of an AGL Energy employee.

1.7 Share and incentive plans

After the implementation of the Recommended Proposal, AGL Energy will adopt a share reward plan and a share purchase plan,
the terms of which will be the same as or substantially the same as the AGL Share Reward Plan and the AGL Share Purchase
Plan respectively.

The remuneration strategy for the senior employess of AGL Energy will be delivered through a combination of fixed
remuneration and short and long term incentives. Consequently, AGL Energy proposes to adopt a short term incentive plan
(AGL Energy STIP} and a long term incentive plan (AGL Energy LTIP) after the implementation of the Recommended
Proposal. The AGL Energy STIP will provide awards based on AGL Energy’s performance and individual performance targets,
while the AGL Energy LTIP is designed to align the interests of employees of AGL Energy with those of AGL Energy’s
shareholders. These plans are intended to ensure that AGL Energy will be able to attract and retain key employees and will form
an integral component of AGL Energy's remuneration structure for employees.

The AGL Energy STIP will provide for the payment in cash of annual incentive payments subject to the satisfaction of key
performance indicators by eligible employees for the year in questicn which will be chosen for their relevance to business targets.
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The terms of the AGL Energy LTIP are summarised as follows.
{a) Type of plan

The AGL Energy LTIP will involve the grant of Share Performance Rights. The AGL Energy Board will have an absolute discretion
to grant, issue or transfer other securities of AGL Energy to plan participants.

(b) Eligibility

Eligible employees will be any employees of an AGL Energy company who are determined by the AGL Energy Board inits
absolute discretion ta be eligible to participate in the AGL Energy LTIP. '

{c) Awards

Awards will take the form of a grant of Share Performance Rights. Awards of Share Performance Rights wilt be made on an
annual basis or at such other times as the AGL Energy Board in its absolute discretion may determine. The first grants under the
AGL Energy LTIP are expected to be made in the year ending 30 June 2007.

No consideration is payable for the award of Share Performance Rights under the AGL Energy LTIP.

(d} Share Performance Rights

Each Share Performance Right will give plan participants the right, subject to satisfaction of Performance Conditions, to acquire
an AGL Energy Share for no consideration, unless the AGL Energy Board, in its absolute discretion, determines that consideration
should be paid.

The AGL Energy Board will have an absolute discretion to determine the number of Share Performance Rights issued to a plan
participant, and the Performance Conditions which must be satisfied before those Share Performance Rights can vest and the
period over which those Share Performance Rights vest.

{e} Performance Conditions

Share Performance Rights awarded following Completion will be subject to a performance condition under which vesting will
depend upon AGL, Energy’s total shareholder return (TSR) performance measured against a comparable group of ASX listed
companies with the leve} of vesting being dependent upon the level of performance of AGL Energy against the comparable
group of ASX listed companies.

The Performance Conditions applicable to other Share Performance Rights awarded under the AGL Energy LTIP will be
determined from time to time by the AGL Energy Board in its absolute discretion.

{f) Vesting period

Unless the AGL Energy Board i its absolute discretion otherwise determines, alt Share Performance Rights will vest at the end
of a three year vesting period subject to the satisfaction of the Performarice Congitions applicable to those Share Performance
Rights. As a transitiorary provision, the first award of Share Performance Rights after Completion will vest in two equal
tranches, with the first tranche to vest approximately two years after the award and the second tranche to vest 12

months later.

If a plan participant ceases employment with an AGL Energy company as a result of death, total and permanent disablemnent,
redundancy, retirement or such other circumnstances as the AGL Energy Board in its absclute discretion may determine, the
Share Performance Rights held by that participant will vest subject to the satisfaction of Perfermance Conditions applicable o
those Share Performance Rights.

All Share Performance Rights wilt vest in the event that a change in controt of AGL Energy occurs, subject to the satisfaction of
Performance Conditions applicable to those Share Performance Rights unless the AGL Energy Board, in its absolute discretion,
determines that it is appropriate to waive the satisfaction of the Performance Conditions.

AGL Energy may issue shares ar acquire shares on ASX to satisfy Share Performance Rights which have vested.

{g) Lapse of Share Performance Rights

Any Share Performance Rights that do not vest when Performance Conditions are applied to themn will automatically lapse.
All Share Performance Rights of a plan participant will lapse where the participant ceases emgloyment with an AGL Energy

company for reasons other than death, total and permanent disablement, redundancy, retirement or such other circumstances
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as the AGL Energy Board in its absolute discretion may determine.
(h) Participation rights

Share Performance Rights go not carry dividend or voting rights. However, Share Performance Rights will participate in
bonus issues, rights issues and reconstructions and recrganisations of the capital of AGL Energy in the same manner as
AGL Energy Shares.

(i} Administration
The AGL Energy Board will be responsible for the administration of the AGL Energy LTIP.
{(j) Variation

The AGL Energy Board will have an absalute discretion to amend, waive or modify the terms of the AGL Energy LTiP. However,
no amendment may detract from any entitlement of a plan participant without the consent of that participant.

1.8 Constitution and rights attaching to AGL Energy Shares

The following is a summary of the key provisions in the New AGL Energy Constitution and the principal rights of AGL Energy
Shareholders as set out in the constitution. The New AGL Energy Censtitution is materially in the same form as the current
constitution of AGL which is available on the AGL website at www.agl.com.au.

This surnmary is neither exhaustive nor does it constitute a definitive statement of the rights and liabilities of AGL Energy
Shareholders.

{a) lIssue of shares

Subject to the New AGL Energy Constituticn, the Corporaticns Act and the Listing Rules, AGL Energy Directors may issue

and allot, or otherwise dispose of, AGL Energy Shares or grant options over unissued AGL Energy Shares, on terms and at a
price determined by the AGL Energy Directors. The AGL Energy Directors may issue or allot AGL Energy Shares to AGL Fnergy
Shareholders, whether or not in proportion to their existing shareholdings, cr to such other persens as the AGL Energy Directors
may determine.

The AGL Energy Directors may issue preference shares which have restricted rights to vote and priority of payment on winding
up and otherwise on terms which the AGL Energy Directors determine, including shares which are liable to be redeemed, which
are convertible to ordinary shares, or which carry preferential rights as to dividends (which may be cumulative).

(o) Small parcels

Consistent with the Listing Rules, AGL Energy may give notice to AGL Energy Shareholders who hold small parcels of AGL
Energy Shares setting out AGL Energy’s intention to sell those AGL Energy Shares on behzlf of the AGL Energy Shareholder and
distribute the net proceeds to the AGL Energy Shareholder. The AGL Energy Directors have the discretion to specify the amount
of AGL Energy Shares which will be considered to be a small parcel subject to limits in the Listing Rules. Currently, the parcel
must be worth less than $500. The notice must set a period of at least six weeks within which the AGL Energy Shareholder can
notify AGL Energy that they wish to retain the AGL Energy Shares. AGL Energy will not sell the AGL Energy Shares of those AGL
Energy Shareholders who notify AGL Energy that they wish to retain their AGL Energy Shares.

(c) Transfer of AGL Energy Shares

AGL Energy Shares may be transferred by AGL Energy Shareholders without restriction, subject to the absolute discretion of the
AGL Energy Directors to refuse to register any transfer of AGL Energy Shares or other securities where permitted by the Listing
Rules. Where the AGL Energy Directors have refused to register a transfer of AGL Energy Shares, AGL Energy must, within

five business days after the date of lodgement of the transfer, give to the lodging person written notice of the refusal and the
reasons for it.

(d)} Proportional takeover approval provisions

If a proportional takecver bid is made, AGL Energy Directors must hold a meeting of members of the class of shares the subject
of the bid, to consider passing an approving resolution in respect of the bid. An approving resolution must be voted on before
the 14th day before the end of the bid period. The resolution will be passed if more than 50% of votes are cast in favour of

the resolution. The bidder and its associates are not allowed to vote on the resolution. If no such resolution is considered by the
deadline, a resolution approving the bid is taken to have been passed.
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If a resolution to approve the bid is rejected, then under the Corporations Act binding acceptances are required to be rescinded,
and all unaccepted offers are taken to have been withdrawn.

if the bid is approved or taken to have been approved, the transfers resulting from the bid may be registered provided they
comply with other provisions of the Corporations Act and the New AGL Energy Constitution.

The proportional takeover provisions do not apply to fuil takeover offers. Under the Corporations Act, the provisions will
expire three years after the New AGL Energy Constitution becomes the constitution of AGL Energy, but may be renewed by a
resalution of AGL Energy Shareholders.

(e) General meeting

One AGL Energy Director (or such other number as is specified by the Corporations Act) may convene a general meeting at
any time. The AGL Energy Directors must convene annual general meetings in accordance with the Corporations Act. General
meetings may alsc be requisitioned or convened by AGL Energy Shareholders under the Corporations Act.

Notice of general meetings must be given to every AGL Energy Shareholder. Twenty eight days written notice is required for
any general meeting. A notice convening & general meeting must state (among other things) the general nature of the business
to be transacted at the meeting.

At any general meeting, a quorum of AGL Energy Shareholders is 15 AGL Energy Shareholders present in person or by proxy
entitled to vote and together holding not fewer than 50,000 AGL Energy Shares.

(f) Chairman

The Chairman or, in their absence, another AGL Energy Director, appeinted by the AGL Energy Directors is entitled to be the
chairman of all general meetings. The general conduct and the procedures of each general meeting will be determined by the
chairman of that meeting.

{g) Voting
Generally, on a show of hands, each AGL Energy Shareholder has one vote. On a poll, each AGL Energy Shareholder has:
(i) one vote for each AGL Energy Share; and

(i) for each partly paid ordinary share, a fraction of a vote equivalent to the proportion which the amount paid {not
credited) is of the total amounts paid and payable (excluding amounts credited) on the AGL Energy share. Amounts
paid in advance of calls are not taken to be paid.

If two or more joint AGL Energy Shareholders purport to vote, only the vote of the jeint AGL Energy Sharehclder whose name
appears first in AGL Energy’s members register will be accepted.

AGL Energy Shareholders may appoint a proxy to attend and vote at general meetings on their behalf.
(h) Demanding a poll '

A pall can be demanded by the chairman of the relevant meeting, or by at least five AGL Energy Shareholders entitled to vote,
or by an AGL Energy Shareholder or AGL Energy Shareholders with at least 5% of the vote.

(i) AGL Energy Directors

The business of AGL Energy is tc be managed under the directicn of the AGL Energy Board.
The AGL Energy Board will consist of six directors as at the Transaction Implementation Date.
(j) AGL Energy Directors’ share qualification

To be eligible to hold the office of AGL Energy Director, with effect from the Transaction Implementation Date, a person must
hold at least 2,000 AGL Energy Shares from the time they are nominated to the office of AGL Energy Director until they are
elected or appointed as AGL Energy Director, and must continue to hold that share qualification so long as they continue to hold
that office.
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(k) Retirement and removal of AGL Energy Directors

At each annual general meeting, one third of AGL Energy Directors other than the Managing Director must retire from

office. The AGL Energy Directors to retire by rotation are those who have been longest in office since their last election or
appointment, Each AGL Energy Director other than the Managing Director must retire from office at the close of the third
annual general meeting following the AGL Energy Director’s last election, and that AGL Energy Director is eligible for re-election
at that meeting.

() Remuneration of AGL Energy Directors

Subject to the Listing Rules, the non-executive AGL Energy Directors as a whole may be paid a fixed amount of no more than
the total maximum amount determined by AGL Energy Shareholders in general meeting. Presently, that amount is $1.5 million
per annum for AGL Energy as fixed by resolution of AGL as AGL Energy’s sole shareholder. Non-executive AGL Energy Directors
may not be paid a commission on, or a percentage of, profits or operating revenue. Further details in respect of remuneration of
non-executive directors of AGL Energy are set ocut in Section 1.5(f).

The remuneration of an executive AGL Energy Director is determined by the AGL Energy Board. The remuneration may be
by way of any or all of salary, commission or participation in profits but may not be by commission on, or a percentage of,
operating revenue.

{m) Dividends

AGL Erergy Directors may declare a dividend or determine that a dividend is payable and fix the amount, the time for and
method of payment. Except for any shares with special dividend rights, all AGL Energy Shares on which any dividend is declared
or paid are entitled to participate in the dividend equally, and partly paid ordinary shares are entitled to participate fractionally.

AGL Energy Directors may ceduct from any dividend payable to a holder of partly paid shares any amount that the shareholder
owes to AGL Energy on account of calls or otherwise in relation to those shares.

(n) Winding up

If AGL Energy is wound up, all AGL Energy Shares are entitled to share equally in any surplus, subject to any preferential class
rights. The liquidator may, with the sanction of a special resolution of AGL Energy, distribute AGL Energy’s assets (in kind)
among the AGL Energy Shareholders ard, for that purpose, determine how he or she will carry out the division between
different classes of AGL Energy Shareholders {but the liquidator may not require an AGL Energy Shareholder to accept any
securities in respect of which there is any liability).

(o) Indemnity

To the extent permitted by law and subject to restrictions in the Corporations Act, AGL Energy indemnifies certain past and
present officers of AGL Energy against:

@ any liabilities (other than for lega! costs); and
B reasonable legal costs incurred in defending an action for liability incurred by them as an officer of AGL Energy.
(p) Amendments to the New AGL Energy Constitution

Amendments to the New AGL Energy Constitution will require a special resolution of AGL Erergy Shareholders under the
Corporations Act (at least 75% of votes cast an the resolution).
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2 Financial information on AGL Energy

2.1 Overview
(a) Basis of preparation

The historical financial information contained in this Section relates to AGL's historical financial information which has been
amended to include various pro forma adjustments which are explained in the notes accompanying the pro forma financial
information. The pro forma historical information regarding AGL Energy that is included in this Booklet has been prepared:

B based upon the significant accounting policies adopted by AGL as they are expected to apply to AGL Energy in the
preparation of the pro forma financial information for the years ended 30 June 2006 and 30 June 2005 and are as set out
in Note (a)}(i) of the Notes to the pro forma AGL Energy historical financial information contained in this Section; and

B by combining the results of operations, inancial position and cash flows of AGL Energy on implementation of the
Recommended Proposal in each of the historical periods and applying relevant pro forma adjustrnents set out in this Section
and on the assumpticn that the AGL Energy Business was conducted by AGL Energy during those pericds.

These pro forma financial statements may not have represented the results of operations, financial position and cash flows of
AGL Energy had it been an independent company during the pericds presented. This is because:

B AGL Energy did not operate independently of AGL during the relevant periods;

W the pro forma financial statements reflect allocations to AGL Energy for certain corporate expenses incurred by AGL and
attributable to AGL Energy;

B the pro forma financial statements may not reflect strategies or operations that AGL Energy would have followed or
undertaken if it had acted as an independent company instead of being part of AGL;

B the terms of contracts between AGL Energy and its suppliers, customers and financiers may have been different if AGL
Energy had not been part of AGL;

B the pro forma financial statements may not reflect the debt or finance casts that AGL Energy would have incurred if AGL
Energy had operated independently of AGL;

B AGL Energy may have been exposed to different business and financial risks if it had nct been part of AGL; and

B AGL Energy did not own a 33% investment in AlintaAGL during the period covered in the pro forma financial statements
included in this Section and hence no equity accounted profit in respect of AlintaAGL has been included in this pro forma
historical financial information.

(b) Reconciliation from actual to pro forma results

The pro forma 2006 and 2005 financial year income staternent and cash flow information and the 2006 balance sheet have
been prepared under AIFRS and are derived from the consolidated financiaf statements of AGL.
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Pro forma adjustments have been made to the historical finandal information to adjust for material discontinued activities and to exclude
the impact of certain non-recurring items. The AGL Board considers that the pro forma adjustmenits enable a meaningful analysis of the
underlying financial performance of AGL Energy. AGL Shareholders should refer to the Important information’ section in this Booklet.

For the purposes of this Section, unless otherwise indicated:

W “cash flow from operating activities” includes receipts from customers, payments to suppliers and employees, the payment
of taxes and government charges (excluding income tax), the receipt of dividends from equity accounted and joint venture
entities and the receipt of interest income;

B "DPS” means dividends per share;

B “EBIT" means profit from ordinary activities before finance costs and income tax expense and after the pro forma
adjustments relevant to EBIT indicated in this Section;

B EBITDA" means profit from ordinary activities befare finance costs, income tax expense, depreciation and amortisation and
after the pro forma adjustments relevant te EBITDA indicated in this Section;

B “EPS” means earnings per share;
B “free cash flow" represents cash flow from operating activities less maintenance capital expenditure;

B "maintenance capital expenditure” represents the minimum capital expenditure required to maintain all assets in proper
functioning order and excludes growth capital expenditure;

M “Revenue” means total revenue from ordinary activities, including sales revenue, dividend and other revenue, and after the
pro forma adjustments relevant to Revenue indicated in this Section; and

W for the purposes of presentation, significant iterns disclosed in inancial reports lodged with ASX for the year ended 30 June 2006
and the year ended 30 June 2005 have been excluded from the AGL Energy pro forma historical information in this Section.

{c) Put options over Gas Valpo and Wattle Point Wind Farm

Under the Recornmended Proposal Alinta has acquired two options from AGL Energy to require AGL Energy to acquire the Gas
Valpo gas distribution business and the Wattle Point Wind Farm. The options grant Alinta the right to put these assets back

to AGL Energy at the values attributable to these assets as part of the Recormmended Proposal. Details of the terms of these
put options are contained in Section 7.4. The pro forma AGL Energy balance sheet has been prepared on the assumption that
neither of these options will be exercised. AGL Energy has attributed $50 miillion to the value of these options and has treated
them in the pro forma financial statements as a derivative financial instrument under AASB 139. As the exercise of the option is
not-at AGL Energy’s discretion, the fair value of the option has been credited to current financial liabitities in the pro forma AGL
Energy balance sheet. The fair value of the option will be assessed each period end in accordance with the provisions of AASB
139. At the Transaction Implementation Date, the pro forma fair value of the options is $50 million.

2.2 Financial summary

Figure 2.1 AGL continuing operations (excluding significant items)

“ Year ended Year e:nded
Financial summary — AGL' 30 June 2006 30 June 2005
I‘ ) $m $m
Revenue ' 14,2448 ' 3,876.1
EBITDA 9828 7811
EBIT 7772 621.4
Profit after income tax 4321
Net assets 47643
Basic £PS {cents) a47 811
DPS {(cents) 67.5 63.0
Note:

1 The above information relates to AGL consolidated financial information published by AGL in its annual financial report.
Source: Refer Figures 2.3 and 2.5 and AGL Appendix 4E
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The pro forma consolidated income staternents for AGL have been presented on an AIFRS basis for the years ended 30 June
2006 and 30 June 2005 (in each case reflecting continuing operations only and excluding significant items).

2.3 Management commentary on AGL historical results

Sections 2.3(a) and (b) set out a summarised management discussion and analysis on the results of AGL Energy reported in the
AGL results for the financial periods outlined in this Section. The year ended 30 June 2005 contains minimal reference to the
comparative period (yea'r ended 30 June 2004) in keeping with the focus of these historical financials on the 2006 and 2005
financial years only. The objective of this Section is to outline the commercial context of the financial information presented and
to describe the environment in which AGL Energy was operating during the periods under review. The information presented
includes significant items, some of which are discussed in this Section. Whilst the financizl information in the remainder of this
Section excludes significant items before tax, this Section continues to refer to them to previde a2 more meaningful background
to the results of the operations of AGL Energy during those periods. However, it should nat be inferred from this that these
significant items will occur in the future. The following table sets out a complete list of pre tax significant items included in the
AGL financial statements for the years ended 30 June 2006 and 30 June 2005:

Figure 2.2 Significant items — AGL

Year ended Yefar ended
Significant items before tax 30 June 2006 30 June 2005
I Sm $m

Electricity Networks
Write down of electricity assets - (231.1)
Energy Investments
APT tax consclidation 55 -
Write down of PNG Australian Pipeline FEED costs (25.1) -
New Zealand business
Profit on sale of New Zealand business - 628.2
Property
Profit on sale of land at Breakfast Point, Sydney 233 14.7
Remediation and rehabilitation costs - (6.1)
Unallocated items
Demerger/Recommended Proposal costs (45.6) -
Property rationalisation - (9.4)

(a) Year ended 30 June 2006 - AGL Energy
Review of operations’

AGL Energy includes Retail Energy, Merchant Energy (excluding Cawse power station and Wattle Point Wind Farm) and
Investments (which inctude the ActewAGL retail partnership and Elgas) and a 70% share of unallocated items.

The following commentary represents an analysis of the operating results of these AGL Energy business units.

For the year to 30 June 2006 Retail Energy contributed $262.8 million to profit before finance costs and income tax compared
with $221.2 million for the previous corresponding period. The underlying net gains primarily driving this outcorme were more
favourable energy purchase costs resulting from the enhanced AGL merchant portfolio, favourable weather, acceptable reguiatory
outcormes and the positive accounting treatment of merchant derivative instruments following the transition to AIFRS.

For the year to 30 June 2006, Merchant Energy’s contribution to profit before finance costs and income tax increased
179.8% from $52.6 million to $147.2 million. This result was achieved by the successful integration of the new businesses,
PNG Upstream, Southern Hydro and Sydney Gas together with the strong performance of the existing business.

1 Extracted from AGL's Appendix 4E for the years ended 30 June 2005 and 30 June 2006 and adpsted where appropriate for AIFRS changes
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Energy Investments’ EBIT of $39.3 million was marginally above that of the prior year. ActewAGL Retail was marginally
below that of the prior year with the higher volume from colder weather being offset by higher electricity cost of sales.
Despite HC Extractions production being lower than last year due to lower levels of feed gas supplied from the refinery, high
LPG prices resulted in an improved contribution. Elgas sales volumes were in line with the prior year, however, the continued
high cost of LPG has made it difficult to grow new business sales volumes and placed pressure on margins resulting in a lower
contribution compared with the prior year.

Unallocated costs of $14.6 million were incurred during the year, 7.5% below the previous corresponding period.
{b) Year ended 30 June 2005 - AGL Energy
Review of operations’

AGL's energy sales and marketing business EBIT of $270.2 millicn? represented the combined Retail Energy and Merchant
Energy business {which were only reported separately for the first time in the year beginning 1 July 2005). The result was
impacted by an increasingly competitive environment, milder weather conditicns across winter and summer in all states

and lower management fee income resulting from the conclusion of an agreement with Alinta for the provision of transitory
services following AGL's acquisition of Pulse Energy in 2002. LYP contributed $9.5 million for its first full year equity accounted
contribution since it was acquired in May 2004,

Investrments’ EBIT of $37.4 million inciuded a continued strong resuit from ActewAGL Retail reflecting successful customer
retention, lower operating costs and higher capital contributions revenue. Elgas EBIT was affected by warmer trading conditions in
winter 2005, but this was offset by a stronger Australian dollar.

Unallocated costs of $15.9 million were incurred during the year.

1 Extracted from AGLS Appendix 4E for the years ended 30 June 2005 and 30 June 2006 and adjusted where appropriate for AIFRS changes
2 Includes AGL's power generation business ($32.6 millon}.
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Figure 2.3 Income statements for AGL Energy and AGL Infrastructure Assets

Year ended Year;ended
30 June 2006 30 June 2005
AGt Energy and AGL AGL o .
AGL Infrastructure Assets AGL Infra- b Infra- —
Energy? | structure structure g8 . 7
sm Assets3 Assets3 L -
sm $m : .
Continuing operations |
Revenue from ordinary activities® 4,2448| 38036 853.8 3,876.1 3,5504 7703 |
Expenses from ordinary activities® (3,357.3)] (3.328.%) (441.8)] (3,1785){ (3,243.9) (379.2) |
Equity accounted share of profits of associates
and joint ventures entities 953 396 557 835 318 51.7
Profit from ordinary activities before finance
costs, depreciation and amortisation 982.8 5151 467.7 7811 338.3 4428
Depreciation and amortisation (205.6) (92.M) (113.6) (159.7) (46.6} (113.1)
Profit from ordinary activities before
finance costs 777.2 423.0 354.1 621.4 291.7 3297
Finance costs* (143.8) 305 {174.3) (89.2) (5.8} (83.4)
Profit from continving operations before
income tax expense 633.4 453.5 179.8 532.2 285.9 246.3
Income tax expense® (201.3) (148.2) (53.1) (161.9) (93.4) (68.5)
Profit after income tax expense from
continuing operations attributable to
shareholders of the parent entity’ 432.1 305.3 126.7 370.3 192.5 177.8
Notes:

1 AGL published data for the years ended 30 June 2005 and 30 June 2006 (continuing cperations only and excluding significant tems).
2 Inarriving at AGL Energy, the AGL business segments included were Retail Energy, Merchant Energy (excluding Cawse power station and Wattle Point Wind Farm), the ActewAGL
retall partnership, Elgas, HC Extractions and a 70% share of AGL's unaocated items

3 Inarnving at AGL Infrastructure Assets, the AGL business segments included were Gas Networks, Electnicity Networks, Agitty, ActewAGL distnbution partnership, Gas Valpo, APT, -
Cawse power station, Wattle Point Wind Farm, Telecommunscations and a 30% share of AGL' unallecated tems,

4 The AGL Energy finance costs for the year ended 30 June 2005 and 2006 were derived as follows:

— The AGL Infrastructure Assets agreed net debt under the Recommended Proposal is $3,104 mikon. For the year ended 30 June 2006, at an average interest rate of 6.28% this
results in gross finance costs of $195.0 millon. These gross finance costs less fair value gains an derivative instruments relsted to borrowings and cther borrawing casts results
in total finance costs of $174.3 millon for the AGL Infrastructure Assets for the year ended 30 June 2006. For the year ended 30 June 2005, finance costs are allocated on the
same proportion as the net debt split between AGL Energy and AGL Infrastructure Assels at 30 June 2006. This resulis in an allocation to AGL Infrastructure Assets at 30 june
2005 of $83.4 million of finance costs.

- The AGL Energy finance costs for the years ended 30 June 2006 and 30 June 2005 ara calculated as the total actual AGL finance costs less the AGL Infrastructure Assets
finance costs allocation descrbed above.

5 Income tax expense for AGL Energy was calculated on the profit from continuing operations before income tax expense at an effective tax rate of approximately 313%. The AGL
Infrastructure Assets incorme tax expense is the AGL income tax expense less the AGL Energy calculation described above.

6 Revenue and expense numbers for AGL Energy and AGL infrastructure Assets reflect the reinstatement of inter-segment revenues and expenses that would become external an
separation. These inter-segment transactions are eliminated on consolidation of the AGL result and as a result the aggregation of the AGL Energy and AGL Infrastructure Assets
revenue and expense numbers will exceed the number for AGL.

7 AGL adopted Austrahian Accounting Standard 139 “Financial Instruments: Recognition and Measurement” (AASB 139) with effect from 1 July 2005 and, accordingly, the income:
staterment for the year ended 30 June 2005 does nat include any impact ansing from the adepton of this accounting standard.
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2.4 AGL Energy historical financial information
(a) General assumptions

(i) The financial data presented is on an AIFRS basis for continuing operations only and excluding significant items with the
exception of the cash flow information which has been prepared on an AIFRS basis including significant items and including
discontinued operations.

(i) The acquisition of 33% of AlintaAGL. by AGL Energy is assumed to represent an equity accounted ownership interest, being
the initiat ownership share to be owned by AGL Energy on completion of the Recommended Proposal, The acquisition
value of $367 million has been included as a pro forma adjustment in the AGL Energy balance sheet in recognition of its
acquisition value. No equity accounted profits or cash flows from this acquisition have been included in these pro forma
historical income statements or cash flow information as AGL Energy was nct entitled to such profits or cash flows in these
financial periods.

i) Where an acquisition has been made by AGL Energy during a financial periad, the financial impact will reflect the
contribution to the group between the acquisition date and the period end.

{iv) The acquisition of 50% of the Moranbah Gas Project represents the ownership to be acquired by AGL Energy subsequent to
30 June 2006 but prior to the completion of the Recommended Proposal. The acquisition value of $103 million (inctuding
transaction costs} less the deposit paid of $9.3 million has been included as a pro forma adjustment in the AGL Energy
balance sheet as Qil and Gas Assets in recognition of its acquisition value. No profits or cash flows from this acquisition have
been included in these pro forma historical income statements or cash flow information as AGL Energy was not entitled to
such profits or cash flows in these financial periods,

(v} The pro forma AGL Energy historical financial information contained in this Section 2 has been reviewed by the Investigating
Accountant and its report is included in Annexure D.
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AGL

Energy’
$m

{b} Income statements — pro forma AGL Energy historical financial information

Figure 2.4 Pro forma AGL Energy historical income statements

Year ended ' Year ended S
30 June 2006 30 June 2005 T

Pro forma
AGL
Energy
Sm

Pro forma
Pro forma

adjustments? E:::"
Sm ay

Sm

|
Pro forma
adjustments?
ol

Continuing operations

Revenue from ordinary activities? 3,803.6 - 3,8036 3,550.4 - 3,5504
Expenses from ordinary activities? (3,328.1) - (3,3281) [ (3,243.9) - (3.243.9)
Equity accounted share of profits of

associates and joint venture entities 396 - 3986 318 - R
Profit from ordinary activities before

finance costs, depreciation and

amortisation 5151 - 515.1 3383 - 338.3
Depreciation and amortisation (92.1) - (92.1) (46.6) - (46.6)
Profit from ordinary activities before

finance costs 423.0 - 4230 291.7 - 291.7
Finance costs* 305 - 305 (5.8) - (5.8)
Profit from continuing operations

before income tax expense 4535 - 453.5 2859 - 285.9
Income tax expenses (148.2) - (148.2) (93.4) - (93.4)
Profit after income tax expense from

continuing operations attributable to

shareholders of the parent entity 3053 - 305.3 192.5 - 192.5
EPS - excluding significant iterns

EPS basic — continuing operations

{cents) 669 - 669 422 - 422
Weighted average number of

ordinary shares basic (millions) 456.1 - - 456.5 - -

Motaes,
1 PRefer Fiqure 2.3,

There are ne pro forma adjustments.
Refer Figure 2.3, Note 4.

woAe W

Revenue and expense numbers in the above figure reflect a reinstatement of inter- segment revenues and expenses. Refec Figure 2.3, Note 6

Income tax expense for AGL Energy was cakulated on the profit from continuing operations before income tax expense at an effective Lax rate of approximately 33%.
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{c) Balance sheets — AGL Energy and AGL Infrastructure Assets
Figure 2.5 AGL Energy and AGL Infrastructure Assets balance sheets

' As at 30 June 2006 -

J AGL
AGL Energy and AGL infrastructure Assets J

Infrastructure
Assets3
§m

Current assets
Cash and cash equivalents# 109.0 64.7 443
Trade and other receivables 9408 8353 105.5
inventories 314 268 46
Other financial assets 198.5 1985 -
Other assets 147 11.8 29
Total current assets 1,294.4 1,137.1 157.3
Non-current assets
Trade and other receivables 223 Q.1 222
Investments accounted for using the equity method 1.009.4 2227 786.7
Exploration and evaluation assets 515 51.5 -
Qil and gas assets 4985 498.5 -
Property, plant and equipment 4,602.4 988.7 36137
Intangible assets 2,402.4 2,051.9 3505
Deferrad tax assets 3036 2316 720
Other financial assets 2563 2384 17.9
Other assets 470 284 18.6
Total non-current assets 9,193.4 4,311.8 4,881.6
Total assets 10,487.8 5,448.9 5,038.9
Current liabilities
Trade and other payables 5117 4370 747
Baorrowings? 2,002.0 32 20058
Other financial ligbilities 2240 2240 -
Provisions 585 339 256
Current tax payables 288 (34.5) 63.3
Other liatilities 36 1.2 24
Total current liabilities 2,836.6 664.8 21718
Non-current liabilities
Borrowings* 14211 278.2 1,142.9
Other financial liabilities 260.7 2303 304
Provisions 525 288 236
Deferred tax liatilities 1,127.0 3590 768.0
Other liabilities 256 19.4 6.2
Total non-current liabilities 2,886.9 915.8 1,971.1
Total liabilities 5,723.5 1,580.6 4,142.9
Net assets 4,764.3 3,868.3 896.0
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1 AGL pubhshed data for the year ended 30 lune 2006. |
2 Refer Figure 2.3, Note 2,
3. Refer Figure 2.3, Note 3.
4 The net debt for the year ended 30 June 2006 was derived as follows:

- AGL Infrastructure Assets net debt has been agreed under the Recommended Praposal to be $3,104 million. This is the net debt shown in Figure 2.5 splt at 30 June 2006
between current ($ 2,005 8 milkon) and non-current {$1,1429 millon) less cash and cash equivalents ($44.3 million); and

— AGL Energy net debt is calculated as the total AGL net debt less the AGL Infrastructure Assets net debt described above.

(d) Balance sheets — pro forma AGL Energy historical financial information

Figure 2.6 Pro forma AGL Energy historical balance sheets

As at 30 June 2006

Pro forma AGL Energy AGL Energy’ | Pro farma aiu:lj2 :éf Eﬁ;:;ay

sm m sm > RS

" Current assets
Cash and cash equivalents 647 - 647
| Trade and other receivables {c) 8353 345 864.8
Inventories 268 - 268
Other financial assets 1985 - 198.5
Other assets (d) 11.8 - 1.8
Total current assets 71,1371 345 1,171.6
Non-current assets
. Trade and other receivables 0.1 - 0.1
Investments accounted for using the equity method (e} 2227 367.0 589.7
; . Exploration and evaluation assets 515 - 515
Qil and gas assets 4985 1349 6334
Property, plant and equipment (f) 988.7 - 988.7
Intangible assets (q) 20519 - 20519
g Deferred tax assets 2316 - 2316
» Cther financial assets 2384 - 2384
i Cther assets 284 - 284
' Total non-current assets 4,311.8 501.9 4,813.7
i Total assets 5,448.9 536.4 5,985.3
| Current liabilities
Trade and other payables (h) 4370 41.2 478.2
Borrowings ] 3.2 - 32
Other financial liabilities 2240 500 2740
Provisions (i) 339 - 339
Current tax liabilities (34.5) 345 -
Other liabilities 1.2 - 1.2
Total current liabilities 664.8 125.7 790.5

Continued on next page
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Pro forma AGL Energy Pro forma

(continued from previous page) AGL Energy

sm $m

Non-current liabilities

Borrowings 1) 278.2 1,064.0 1.3422
Other financial liabilities ] 2303 - 2303 .
Provisions (i) 289 - 289
Deferred tax liabilities 3590 - 358.0
Other assets 194 - 194
Total non-current fiabilities 915.8 1,064.0 1,8798
Total liabilities 1.580.6 1,189.7 2,7703
Net assets 3,868.3 (653.3) 3,215.0
Reserves applicable to AGL Energy (57.8) (57.8)
Retained earnings applicable to AGL Energy 124.6 1246
Inter-company payable to AGL (b} 3,801.5 (653.3} 3,148.2
Share Capital to be issued by AGL Energy at completion of ) 31482
the Recommended Proposal '

Notes:
1 Refer Figure 2.5
2 Pro forma adjustments include the following items:

— the increase in equity accounted investments by $367 million to reflect AGL Energy’s acquisition of & 33% interest in AlintaAGL at the value prescribed in the heads of
agreement;

- the increase in of and gas assets includes: the $93.7 million (acquisition value of $103.0 mton less the deposit of $9.3 miton) acquisition of 50% of Moranbah Gas Project
that was completed on 22 August 2008 AGL Energy’s share of revenue and costs from the effective date (1 January 2006) to financial ckse will be adpsted against the
acquisition price; $471,2 milhon reflecting the additional investment value arising from a contingent payment on the PNG Upstream Gas Project. This payment is contingent upon
project sanction and financial close of the project, expected to occur towards the end of calendar year 2006;

- the increase in payabdles of $41.2 mdhon reflects the contingent payment on the PNG Upstream Gas Project.

- the increase in ather financial labilities results from the recognition of the option fee of $50 million to reflect New Alinta’s rights to put back to AGL Energy the Gas Valpo and
Wattle Point Wind Farm assets (refer Section 2.1(c));

- the reclassification of a $34.5 milkon tax receivable from current tax liabilties 1o current recenvables. Under the Recommended Proposal, a current tax balances of AGL Energy
will be funded in accordance with the tax funding agreement on or before Completion; and

- the Pro Forma AGL Energy net debt for the year ended 30 June 2006 was derived as follows:
- existing underlying gross debt of $281.4 millken as at 30 June 2306 less cash and cash equivalents resulting in a net debt amount of $216.7 million:
- the debt acqured from Alnta under the Recommended Proposal of $270.2 milkon; and
+ the final cost of acquisition of Maranbah C5M assets for $83.7 millon.

The increase in net debt results in total gross pro forma debt of $1,345.4 million less cash and cash equivalents giving anet debt for AGL Energy for the year ended 30 June
2006 of $1.280.7 million,
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{e} AGL pro forma cash flow information

Figure 2.7 AGL pro forma cash flow information

Year ended 30 June 2006 Year ended ;30 June 2005 -

AGL AGL
Infra- Infra-

structure structure
Assets Assets

$m 5m

Cash flows from operating activities

Recelpts from customers? 50120 4,5657 850.3 4,8423 4526.0 761.0

Payments to suppliers and employees? (4,345.4)| {4,287.9) {(461.5)] (4,1396)] (4,199.0) (385.3)

Dividends received 836 325 51.1 928 41.4 5t4

Finance income received 19.9 18.2 1.7 250 19.4 5.6

Net cash inflow from operating activities

before maintenance capital expenditure 7701 3285 441.6 820.5 387.8 432.7

Maintenance capital expenditure’ (91.3) 12.3) - (79.0) (79.2) (18.5) (80.7)

Free cash flow before finance costs and

income tax 678.8 316.2 362.6 741.3 3709 372.0
Notes:

1 Maintenance capital expenditure refates Lo expenditure which is essential for the proper and continuing operatson of indrvidual assets in AGL Energy’s portfolio It is the ménimum
capital expenditure required to facilitate ongaing business-as-usual activities and maintain those assets in a safe and functional condition.

2 AGL Energy and AGL Infrastructure Assets receipts from customers and payments to suppliers have been reinstated to refiect inter-segment receipts and payments. For the
year ended 30 June 2006, AGL infrastructure Assets has supplied services to AGL Energy with a cash value of $357.5 millon (2005 $423.3 millon). AGL Energy has supphed
services to AGL Infrastructure Assets with a cash value of $46.5 million {2005 $£21.4 melhon). This has resuited in an increase in receipts from customers and payments 1o
supphers of $404 0 mifion {2005 $444.7 mdlion) for that year which in the ordinary course woudd have been ebminated on conschdation of AGL. As a resutt, consolidated AGL
receipts ang payments are less than the sum of AGL Energy and AGL Infrastructure Assets.
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Notes to the pro forma AGL Energy historical financial information

(a) Statement of significant accounting policies

(b) Equity

(c) Trade and other receivables

{d) Other assets

(e) Investments accounted for using the equity method
(f) Property, plant and equipment

(g) Intangible assets

(h) Trade and other payables

(i} Provisions

()3 Borrowings

(k) Capital commitments

(I} Lease commitments

(m) Contingent lizbilities

(n) Segment reporting

(0) Interest in associates and jointly controtled entities
(p) Economic dependency -

{q) Liquidity, obligations and energy derivative portfolic
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Basis of preparation and combination

The pro forma AGL Energy histerical inancial information has been prepared so as to comply, subject to the basis of preparation
outlined in this note, with Australian Accounting Standards as follows:

B the pro forma AGL Energy historical income statements and pro forma AGL Energy historical cash flow information for the
years ended 30 June 2006 and 30 June 2005 have been prepared in accordance with AIFRS; and

B the pro forma AGL Erergy historical balance sheet as at 30 June 2006 has been prepared in accordance with AIFRS.

In preparing the pro forma AGL Energy historical financial information, there have been departures from the disclosure
requiremants of AIFRS where they are not considered 1o be applicable given the pro forma nature of the financial information.
These departures include presenting the pro forma AGL Energy histerical cash flow information for operating and selected
investing activities only. The cash flow from operating activities excludes cash flows relating to finance costs and taxation.

No comparative information is presented for the balance sheet.

Transactions that have or will be undertaken to effect the Recommended Proposal have been reflected in determining the pro
forma historical financial information under the application of AIFRS.

(a) Statement of significant accounting policies

(i) Applicable accounting standards

The significant accounting policies adopted by AGL Energy are based on the relevant accounting policies used in the
preparation of the AGL financial information for the year ended 30 June 2006 which are listed below:

(A) Statement of compliance

This is the first financial report prepared based on AIFRS and comparatives for the year ended 30 June 2005 have
been restated accordingly, The consclidated entity has not restated comparative financial information for financial
instruments, including derivatives, as permitted under the first-time adoption transitional provisions. The accounting
policies for financial instruments applicable to the comparative information are consistent with those adopted and
disclosed in the financial report for the year ended 30 June 2005.

(B) Basis of preparation

The financial report has been prepared on the basis of historical cost, except for derivative financial instruments which
have been measured at fair value.

In the application of AIFRS, management is required to make judgernents, 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 in the
circumstances, the results of which form the basis of making judgements. 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
peried of the revision and future periods if the revision affects both current and future periods.

Accounting policies are selected and applied in a manner which ensures that the resulting inancial information satisfies
the concepts of relevance and refiability, thereby ensuring that the substance of the underlying transactions or other
events is reported.

The consolidated entity changed its accounting policies on 1 July 2005 to comply with AIFRS. The transition to AIFRS
is accounted fer in accordance with AASB 1 “First-time Adoption of Australian Equivalents to international Financial
Reporting Standards”, with 1 July 2004 as the date of transition.
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The AGL Directors have elected under section 334(5) of the Corporations Act to early agopt the following revised
accounting standards and amendments:

B AASB 119 "Employee Benefits” {(December 2004);

B AASB 2005-3 (amendments to AASB 119 "Employee Benefits™);

W AASB 2005-1 (amendments to AASB 139 “Financial Instruments: Recogniticn and Measurement™); and
B AASB 2005-6 (amendments to AASB 3 “Business Combinations”).

No other Australian Accounting Standards issued but not yet effective have been early adopted for the year ended 30
June 2006, and they are not expected to result in signihcant accounting policy or disclosure changes.

The accounting policies adopted have been applied consistently throughout the two reporting periods contained in the
financial report with the exception of AASB 132 "Financial Instruments: Disclosure and Presentation” and AASB 139
“Financial Instruments: Recognition and Measurement” which are only applicable from 1 July 2005.

AGL is an entity to which ASIC Class Order 98/100 applies and in accordance with that Class Order, amounts in the
financial report are rounded off to the nearest tenth of a million dollars unless otherwise stated. The financial report is
presented in Australian dollars.

{C) Principles of consolidation

The consclidated financial staterments of the consolidated entity comprise AGL, a company domiciled in Australia and
its subsidiaries,

Control exists when AGL has the power to govern the financial and cperating policies of an entity so as to obtain
benefits from its activities. The financial statements of subsidiaries are included in the consolidated financial statements
from the date that contral commences until the date that control ceases.

The financial statements of subsidiaries have been prepared for the same reporting period as AGL, usihg consistent
accounting policies. Adjustments have then been made to bring into line any dissimilar accounting policies that may
exist across the consclidated entity.

Intragroup balances and any unrealised gains and losses or income and expenses arising from intragroup transactions
are eliminated in preparing the consolidated financial staterments,

(D) Cash and cash equivalents

Cash and cash equivalents comprise cashin banks, cash on hand and short-term money market deposits. Bank
overdrafts and short-terr money market borrowings are included as a component of cash and cash equivalents for
the purpose of the cash flow statement.

(E) Trade and other receivables

Trade receivables, loans and cther receivables are recorded at amortised cost less impairment.

An allowance for doubtful debts is raised when the collection of the full amount of the debt is no longer probable. Bad
debts are written off when identified.

Unbilled revenue represents estimated gas and electricity services supplied to customers but unbilled at the end of the
financial year.

(F) Inventories

Stocks and materials are valued at the lower of cost and estimated net realisable value. Costs, including an appropriate
portion of fixed and variable overhead expenses, are assigned to inventory on hand by the method most appropriate to
each particular class of inventory, with the majority being valued on a first-in-first-ocut basis.

(G) Investments

In AGL's financial staternents, investments in subsidiaries and associates are carried at the lower of cost or estimated
recoverable amounts.

Investrments in associates and jointly controlled entities are shown at cost plus the consolidated entity’s share of
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the post-acquisition undistributed profits and reserves of the associates or jointly controlled entities. The results of
associates and jointly controlled entities are accounted for by using the equity method of accounting.

Interests in jointly controlled assets and operations are recognised by including in the financial report under the appropriate
categories the consolidated entity’s relevant propartion of joint venture revenues, expenses, assets and liabilities.

Investments in other entities are initially recognised at cost. After initial recognition, these investments are stated at
fair value less any impairment.

(H) Property, plant and equipment
Purchased ossets

Iterns of property, plant and equipment are initially brought to account at cost which includes the initial estimate of the
costs of dismantling and removing the item and restoring the site on which it is located. For major qualifying assets,
cost includes, where applicable, finance and other costs incurred during construction or represents, where applicable,
the fair value of assets acquired on the purchase of subsidiaries.

Property, plant and equipment are stated at cost or deemed cost less accumulated depreciation and impairment.

Certain items of property, plant and equipment that had been revalued to fair value on 1 July 2004, the date of
transition to AIFRS, are measured on the basis of deemed cost.

' An item of property, plant and equiprment is derecognised upon disposal or when no future econornic benefits
are expected to arise from the continued use of the asset. Any gain or loss arising on derecognition of the asset
(calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in
the income statement in the financial year the asset is derecognised.

Property, plant and equipment, other than freehold land, leasehold improvements and surplus preperties held for sale,
are depreciated on a straight line basis at rates based upon the expected useful lives of the assets. The estimated
useful lives, residual values and depreciation method are reviewed at the end of each annual reporting period.

Leasehold improvements are amortised over the periods of the relevant leases or the expected useful lives of the
improvements, whichever are the shorter.

The following estimated useful lives are used in the calculation of depreciation:

W Freehold buildings - 50 years;

B Leasehold improvements - lesser of lease period or 20 years; and
3 B Plant and equipment - 3 to 50 years.

Leased assets

Leases are classified as finance leases when the consolidated entity assumes substantially all the risks and rewards
of ownership.

Assets held under finance leases are capitalised at the inception of the lease at their fair value or, if lower, at the
present value of the minimum lease payments, The corresponding liability is included in the balance sheet as a finance
lease liability.

-Lease payments are apportioned between finance charges and reduction of the lease liability so as to achieve a
constant rate of interest on the remaining balance of the liability. Finance charges are recognised as an expense in the
income statement.

Finance leased assets are amortised on a straight line basis over the estimated useful life of the asset.

Operating lease payments are recogrised as an expense in the income statement on a straight line basis over the lease
term. In the event that lease incentives are received to enter into operating leases, such incentives are recognised as

a liability. The aggregate benefits of incentives are recognised as a reduction of rental expense on a straight line basis,
except where another systematic basis is more representative of the time pattern in which economic benefits from the
leased asset are consumed.
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(1) Oil and gas assets

The costs of oit and gas assets in the development phase are separately accounted for as tangible assets. When
commercial operation commences, the accumulated costs are transferred to oil and gas assets in production, The costs of
oit and gas assets in production are separately accounted for as tangible assets and include past expleration and evaluation
costs, past development costs and the ongeing costs of continuing to develop reserves for production and to expand or
replace plant and equipment and any associated land and buildings, These costs are subject to depletion using a unit of
production method over the life of the estimated proven plus probable reserves. Depletion is not charged on costs carried
forward in respect of assets in the development stage until production commences. Estimated reserves are determined
on an annual basis,

(J) Exploration and evaluation assets

Exploration and evaluation expenditure for each area of interest is accounted for using the successful efforts method.
This methed requires all expenditure associated with exploration and evaluation to be expensed when incurred except
for the costs of successful wells and acquisition of intarests in new exploration assets including licences. The costs
directly asscciated with drilling new wells are capitalised pending evaluation of the results of the well. When the oil

or gas field reaches the stage of development, the accurmulated exploration and evaluation assets are transferred to
development assets.

(K} Intangible assets

Intangible assets acquired separately or in a business combination are initially measured at cost. The cost of an
intangible asset acquired in a business combination is its fair value at the date of acquisition. Following initial
recognition, intangible assets are carried at cost less any accumulated amortisation and impairment losses.

The useful lives of intangible assets are assessed to be either finite or indefinite. Intangible assets with finite useful lives
are amortised over the useful life and assessed for impairment whenever there is an indication that the intangible asset
may be impaired. The amortisation period and the amortisation method are reviewed at |east at each reporting date.

Intangible assets with indefinite useful lives are tested for impairment annually either individually or at the cash-
generating unit level. Such intangible assets are not amortised.

Goodwill

Goodwill represents the excess of the cost of acquisition over the fair value of the identifiable assets, liabilities and
contingent fiabilities acquired. Goodwill is not amartised, but is tested for impairment annually and whenever there is
an indication that the goodwill may be impaired. Any impairment is recognised immediately in profit or loss and is not
subsequently reversed.

As at the acquisition date, any goodwill acquired is allocated to each of the cash-generating units expected to benefit
from the combination’s synergies.

Licences

Licences are carried at cost fess any accumulated impairment losses. Licences are considered to have indefinite useful
lives as they were either granted in perpetuity or there is evidence that the licences wilt be renewed beyond the initial
term and the cost of renewal is not significant. Licences with indefinite useful lives are not amortised, but are tested
far impairment annually and whenever there is an indicaticn that the licences may be impaired. Any impairment is
recognised immediately in profit or loss.

(L) Impairment

At each reporting date, the consolidated entity reviews the carrying amount of its tangible and intangible assets,
other than inventeries and deferred tax assets, to determine whether there is any indication that those assets have
suffered an impairment loss. If any such indication exists, the recoverable amaunt 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.

Goodwill and other intangible assets with indefinite useful lives are tested for impairment annually and whenever there
is an indication of impairment. An impairment of goodwilt is not subsequently reversed.
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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 cusrent
market assessments of the time value of money and the risks specific to the asset.

If the recoverable amount of an asset or cash-generating unit is estimated to be less than the carrying amount of
the asset or cash-generating unit, it is reduced to its recoverable amount. An impairment loss is recognised in profit
or loss immediately, unless the relevant asset is carried at {air value, in which case the impairment loss is treated as a
revaluation decrease.

A reversal of animpairment loss is recognised as an increase 1o the estimated recoverable amount of the asset or
cash-generating unit but only to the extent that the increased carrying amount dees not exceed the carrying amount
that would have been determined had no impairment loss bean recognised for the asset or cash-generating unit in
prior years. A reversal of an impairment loss is recognised in profit or loss immediately, unless the relevant asset is
carried at fair value, in which case the reversal of the impairment loss is treated as a revaluation increase.

(M) Non-current assets held for sale
Non-current assets and disposal groups classified as held for sale are measured at the lower of carrying amgunt and

fair value less costs to sell.

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered through
a sale transaction rather than through continuing use. This condition is regarded as met only when the sale is highly
probable and the asset or disposal group is available for immediate sale in tts present condition and the sale of the
asset or disposal group is expected to be completed within one year from the date of classification.

(N) Trade and other payables

Trade and other payables, including accruals not yet billed, are recognised when the consolidated entity becomes
obliged to make future payments principally as a result of purchases of goods and services.

(O) Borrowings

Borrowings are recorded initially at fair value, net of transaction costs,

Subsequent to initial recognition, borrowings are measured at amortised cost using the effective interest rate method.
Amortised cost is calculated by taking into account any issue costs, and any discount or premium on settlement.

Custorner deposits are recognised on receipt of refundable deposits held as security over future gas and electricity
usage by customers. Interest is accrued at nominal rates over the period the depasits are held.

(P) 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 inte account the risks and uncertzinties 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. .

When some or all of the economic benefits required te settle a provision are expected to be recovered from a third
party, the receivable is recognised as an asset if it is virtually certain that recovery will be received and the amount of
the receivable can be measured reliably.

{Q) Goods and services tax

Revenue, expenses and assets are recognised net of the amount of goods and services tax (GST), except where the
amount of GST incurred is not recoverable from the taxation avthority. in these circumstances, the GST is recognised
as part of the cost of acquisition of the asset or as part of the expense,

Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable from, or
payable to, the ATO is included as a current asset or liability in the balance sheet.

Cash flows are included in the cash flow statement on a gross basis. The GST compenents of cash flows arising from

investing and financing activities which are recoverable from, or payable to, the ATO are classified as operating cash flows.
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(R) Income tax

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is recognised in the
income statement except to the extent that it relates to items recognised directly in equity, in which case it is
recognised in equity.

Current tax is the expected tax payable on the taxable profit or loss for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years.

Deferred tax is accounted for using the balance sheet liability methed in respect of ternporary differences arising from ) |
differences between the carrying amount of assets and fiabilities in the financial staterents and the corresponding tax
base of those items.

The following temporary differences are not provided for: initial recognition of goodwill, initial recognition of assets

or liabilities {other than as a result of a business combination) that affect neither accounting nor taxable profit, and
differences relating to investments in subsidiaries, associates or joint ventures to the extent that they will probably not
reverse in the foreseeable future. The amount of deferred tax provided is based on the expected manner of realisation
ar settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively enacted at the
reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the asset can be utilised. Deferred tax assets are reduced ta the extent that it is no longer probable that
the related tax benefit will be realised.

AGL ard all its wholly-owned Australian resident subsidiaries have formed a tax-consolidated group with effect from 1
July 2003 under Australian tax law. AGL is the head entity in the tax-consolidated group.

The members of the tax-consolidated group have entered into a tax sharing and tax funding agreement. The tax
funding agreement requires payments to/from AGL equal to the current tax fiability (asset) assumed by AGL and any
tax-loss deferred tax asset assumed by AGL. The payments are recorded as intercompany receivables/payables. The
intercompany receivables/payables are at call.

(S) Employee benefits

Liabilities for wages, salaries, annual leave and other employee benefits which are expected to be settled within twelve
months of reporting date, are measured at undiscounted amounts using the remuneration wage and salary rates
expected to apply at the time of settlement, plus relevant employment on-costs.

Liabilities for long service leave and other ernployee benefits, which are not expected to be settled within twelve

months of reporting date, are accrued at nominal amounts calculated on the basis of wage salary rates expected to |
apply at the time of settlement. The liabilities ascertained using this method are not matertally different from the |
liabilities determined using the present value method of the estimated future cash flows to be made. N

Contributions to defined contributions superannuation plans are expensed when incurred.

. For defined benefit superannuation plans, the cost of providing benefits is determined using the projected unit credit
method, with actuarial valuations being carried out at each reporting date. Actuarial gains and losses are recognised in
full, directly in retained earnings, in the period in which they occur.

Past service cost is recognised immediately as an expense to the extent that the benefits are already vested, and
otherwise is amortised on a straight line basis over the average period until the benefits become vested.

The defined benefit obligation recognised in the balance sheet represents the present value of the defined benefit
obligation, adjusted for unrecognised past service cost, net of the fair value of the plan assets. Any asset resulting
from this calculation is limited to past service cost, plus the present value of available refunds and reductions in future
contributions to the plan.

(T) Share-based payments

The consolidated entity provides berehts to employees (including AGL Directors) in the form of share-based payment
transactions, whereby employees render services in exchange for shares or rights over shares.
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There are currantly three plans in place to provide these benefits: the AGL Share Reward Plan which provides benefits
to all employees, excluding non-executive AGL Directors; the AGL Share Purchase Plan which provides benefits to
eligible employees and non-executive Directors; and the AGL LTIP which provides benefits to eligicle employees,
excluding non-executive AGL Directors.

Equity-settled share-based payments granted after 7 November 2002 that were unvested at 1 January 2005, are
measured at fair value at grant date and expensed over the vesting period. Fair value is measured using the share
price for AGL's shares at grant date, adjusted for the non-receipt of dividends over the vesting period. Vesting is net

- conditional upan a market condition. The amount recognised as an expense is only adjusted when the shares or rights
over shares do not vest due to non-market related conditions.

{U} Foreign currency translation

The functional and presentation currency of AGL and its Australian subsidiaries is Australian dollars. The functional
currency of the subsidiaries in Chile is the Chilzan peso and for entities in New Zealand the functional currency is the New
Zealand dollar. The functional currency of subsidiaries with cperations in Papua New Guinea is the United States doflar.

Fareign currency transactions

Transactions in foreign currencies are transtated at the fereign exchange rate ruling at the date of the transaction,
Monetary assets and liabilities dencminated in foreign currencies at reporting date are translated at the exchange
rate ruling at reporting date. Non-monetary assets and liabilities carried at fair value that are denominated in foreign
currencies are translated at the exchange rates ruling at the dates the fair value was determined.

Foreign exchange differences arising on transtation are recognised in the income staternent in the period in which they
arise except for exchange differences on transactions entered into in order to hedge certain foreign currency risks.

Financial statements of foreign operations

Assets and liabilities of foreign cperations are translated into Australian dollars at exchange rates ruling at reparting
date. Revenues and expenses of foreign operations are translated at average exchange rates ruling during the year.
Exchange differences arising on translation are recognised directly in the foreign currency translation reserve and
recognised in profit or loss on disposal of the foreign operation.

(V) Derivative financial instruments and hedging
i . The consolidated entity uses derivative financial instruments to manage its exposure to interest rate, foreign exchange
rate, electricity purchase price and certain commodity price risks arising in the normal course of business. The use of
derivatives is subject to policies, procedures and limits approved by the AGL Board. Derivative transactions are not
entered into for speculative purposes.

For the year ended 30 June 2006

As permitted under the AIFRS first-time adoption transitional provisions, comparative financial information for financial
instruments, inchiding derivatives, has not been restated. The following accounting policies apply for the period from
1 July 2005.

Derivatives are initially recognised at fair value on the date a derivative contract is entered intc and are subsequently
remeasured to their fair value at each reporting date. Derivatives are recognised in the balance sheet as assets when
their fair value is positive and as liabifities when their fair value is negative.

Any gains or losses arising from changes in the fair value of derivatives is recognised in profit or foss immediately unless
the derivative is designated and effective as a hedging instrument, in which case, the timing of the recognition in profit
or loss depends on the nature of the hedge refationship.

Hedges are classified as fair value hedges when they hedge the exposure to changes in the fair value of recognised assets
or liabilities or firm commitrments; cash flow hedges when they hedge exposure to variability in cash flows of recognised
assets or liabilities, or highly probable forecast transactions; or hedges of net investments in foreign operations.
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Fair volue hedges

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are recorded in profit or
loss immediately, together with any changes in the fair value of the hedge asset or liability that is attributable to the
hedged risk.

Hedge accounting is discontinued when the hedge instrument expires or is sold, terminated, exercised or no longer
qualifies for hedge accounting. The adjustment ta the carrying amount of the hedged item arising from the hedge risk
is amortised to profit or loss from that date.

Cash flow hedges

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

Amounts deferred in equity are recycled in profit or loss in the periods when the hedged itemn is recognised in profit

or loss. However, when the forecast 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
initial measurement of the cost of the asset or liability.

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 remains in
equity and is recognised when the forecast transaction is ultimately recognised in profit or loss, When a forecast
transaction is no longer expected to occur, the cumulative gain or loss that was deferred in equity is recognised
immediately in profit or loss.

Hedges of net investments in foreign operations

Hedges of net investments in foreign operations are accounted for similarly to cash fiow hedges. Any gain or loss on

the hedging instruments relating to the effective portion of the hedge is recognised in the foreign currency translation
reserve and the gain or loss relating to the ineffective portion is recognised immediately in profit or loss. Gains and losses
deferred in the foreign currency translation reserve are recognised immediately in profit or loss when the foreign operation
is disposed of.

For the year ended 30 June 2005

The following accounting policies for financial insiruments are applicable to the comparative period and are consistent
with those adopted and disclosed in the financial report for the year ended 30 June 2005.

Gains or losses on derivative financial instruments relating to hedge transactions are either brought to account as gains or
losses in the periods in which the differences arise or brought to account over the periods of the hedge transactions.

Gains or losses on derivative financial instruments which meet the definition of a hedge of specific purchase and
sale commitments are deferred until the date of the relevant transaction and included in the measurement of the
purchase or sale,

Where a derivative financial instrument which meets the definition of a hedge for hedge accounting purposes is
terminated early and the underlying hedged transactions are no longer expected to occur, the gains or losses arising on
the early termination of the instrument are recognised in the income statement at the date of termination.

Where a derivative financial instrument which meets the definition of a hedge for hedge accounting purposes is
terminated early and the underlying transactions are still expected to occur as designiated, the gains and losses arising
on the early termination of the instrument continue to be deferred and are progressively brought to account over the
period during which the hedged transaction is recognised.

Amounts payable and receivable under interest rate swaps, forward rate agreements and interest rate options are
recognised in the incorne statement on a basis consistent with corresponding fluctuations in interest expense on
floating rate debt. The carrying amounts of these financial instruments, which comgrise net interest receivables and
payables accrued, are included in assets or liabilities respectively.

Option fees and amounts receivable and payable in respect of electricity hedging contracts are brought to account on
an accruals basis.
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(W) Revenue recognition
Gas and electricity services revenue represents accounts rendered plus an accrual for unbilled revenue at the end of
the financial pericd.

Revenue from the provision of services represents consideration received or receivable determined, where appropriate,
in accordance with the percentage of completion methed, with the stage of completion of each contract determined by
reference to the proportion that contract costs for work performed to date bears to the estimated total contract costs.

Revenue from the sale of crude oil is recognised after each shipment is loaded.
Interest income is recognised as it accrues, using the effective interest method.
Dividend income is recognised when the shareholder’s right to receive the payment is established.

(X} Finance costs

Finance costs comprise interest payable cn borrowings calculated using the effective interest rate method,
amertisation of borrowing costs relating to long-term financing facilities and gains and losses on certain hedging
instruments that are recognised in the income statement.

Finance costs that are directly attributable to the acquisition, construction or production of a qualifying asset are
capitalised as part of the cost of that asset.

(ii) Pro forma AGL Energy historical balance sheet

The following principles have been adopted in the preparation of the pro forma AGL Energy historical balance sheet:

(A) Business combinations between commonly controlled entities
The pro forma AGL Energy historical balance sheet includes AGL Lnergy together with the entities that will be
transferred to AGL Energy under the AGL Restructure.

These entities will be transferred to AGL Energy on or before the Transaction Implementation Date, with the transfers
being accounted for at book value in accordance with AIFRS. For the purposes of the pro forma AGL Energy historical
balance sheet, these internal transfers are assumed to have taken place on 30 June 2006.

{B) Capital structure

The capital structure reflected in the pro forma AGL Energy historical balarce sheet reflects the expected capital structure
after the Recommended Proposal. The AGL Energy Board has not yet decided on the actual capita! structure of AGL
Energy.

{C )'Restructure of debt

AGL's interest bearing liabilities as at 30 June 2006 amounted to $3,430.1 million. As a result of the Recommended
Propasal approximately $1.3 billion of the AGL and Alinta Group's net long term interest bearing ligbilities are to be
transferred to AGL Energy.

(D) Accounting for transaction costs (including the AGL Original Demerger Proposal costs and the costs
associated with the Recommended Proposal)
All transaction costs of the Recormmended Proposat (estimated to be approximately $75 million after income tax) are
to be incurred by AGL prior to Completion and, to the extent not accrued at that time, by AGL Energy thereafter.

(iii} Pro forma AGL Energy historical income statements and pro forma AGL Energy historical cash flow information

The pro forma AGL Energy historical income statements and pro forma AGL Energy historical cash flow information have
been prepared as if the transactions required to give effect to the Recommended Proposal took effect on 1 July 2004
except for the acquisition of AlintaAGL and on the basis of the pro forma adjustments disclosed for the pro forma financial
infermation contained in this Section. The following principles have been adogted in the preparation of the pro forma AGL
Energy historical income siatements and pro forma AGL Energy historical cash flow information:

B exciusion of gains and losses on the disposal of businesses;
B exclusion of revenues and costs of businesses disposed of or designated as discantinued in the periods presented; and

B exclusion of significant items,
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Refer to Figure 2.3, Notes 4 and 5, for details of the manner in which finance costs and income tax expense have

been determined.

{. b) Equity

At 30 June 20086, after reflecting the pro forma adjustments in Figure 2.6 Note 2, and following the transactions required to complete
the Recommended Proposal, AGL Energy will have an inter-company loan payable to AGL of approximately $3.1 billion. Pursuant to
the Buy Back, this payable will be settled by AGL Energy issuing approximately 377 millior new shares to AGL Shareholders, -

{c) Trade and other receivables
Current

Debtors

Less provision for doubtful debts

Unbilled revenue

Loans receivable (secured)

Amounts owing by associates and joint venture entities

Qther

{d) Other assets
Current
Prepayments
Other

(e) Investments accounted for using the equity method

Non-current

At equity accounted carrying amount

B Associates not quoted on stock exchange

D Joint venture entities not quoted on stock exchange

(f) Property, plant and equipment
Non-current

Land and buildings

Freehold and leasehold

At cost

Less provision for amortisation
Plant and equipment
Al cost

Less provision for depreciation

Total
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[ Asat
30 June 2006
Sm

3763
(23.4)

3529

4266
1.0
337
556

869.8

1.2
06

118

508.1
816

589.7

218
(5.3)

16.5

1.187.4
(215.2)

972.2

988.7

Continued on next page
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As at

30 June 2006
Sm

{g) Intangible assets

Goodwill 1,705.7
Licences 3008
Emission rights ) 40.6
GCther 48
2,051.9
(h) Trade and other payables
Current
Creditors 400.6
Amoeunts owing to associates ang joint venture entities 1.0
PNG oil and gas rights payment 41.2
Other 254
478.2
(i) Provisions
Current
Employee benefits 234
Envirenmental rehabilitation 25
Onerous contracts 83
339
Non-current
Employee benefits 15.5
Environmental rehabilitaticn 96
Onerous contracts 38
28.9
(j} Borrowings
Current
Customer deposits and interest’ 0.7
Bank overdraft 25
3.2
Non-current
Bank borrowings 1,326.0
Custemer deposits and interest” 8.9
Lease liabilities 7.3
1,342.2

Note:
1 Customer deposits and interest relate to security deposits lodged by gas and electnicity cusiomers,
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As at

30 June 2006
sm

(k) Capital commitments

Expenditt}re contracted for at balance date not reflected in the financial information in respect of
property, plant and equipment:

Payable
Not later than one year . 366
Later than one year but not later than five years 153.0
Later than five years -
189.6
(I) Lease commitments
Non-cancellable operating leases
Not later than one year 355
Later than one year but not later than five years 101.9
Later than five years 481.9
619.3
(m} Contingent liabilities
(i} Contingent liabilities
Bank guarantees 9.7
Guarantees and warranties 92.2
101.9

(ii}Other

Claims and possible claims, indeterminable in amount, have arisen in the course of business, Based on legal advice obtained, the
AGL Directors believe that any resultant liability will not materially affect the financial position of AGL Energy.

(n) Segment reporting

Products and services

Retail Energy Sale of natural gas and electricity
Merchant Energy Electricity generation and wholesale sale of gas and upstream oil and gas investments
Energy Investments Investrmants in enerqy retailers

Total Revenue

Year ended Year ended Year ended | Year ended
30 June 2006 30 june 2005 30 June 2006 | 30 lune 2005
$m $m sm | $m
Retail Energy 34135 3,3585 2628 221.2
Merchant Energy 1,8848 522.4 1356 490
Investments 277 236 393 374
Unallocated 216 191 (14.7) (15.9)
Intra segment eliminations (1,544.0) (373.2) - -
Total 3,803.6 3,550.4 423.0 291.7
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(o) Interest in associates and jointly controlled entities

Invgstment
30 June 2006
Sm
Associates
GEAC - | Electricity generation 325 140.2
AlintadGL? Retail and power generation 330 3670
Gascor Victorian gas transmission 330 09
Jointly controlled entities
ActewAGL Retai! Partnership Provisicn of energy and 50.0 12.2
water services
Auscom Holdings Pty Limited Distribution and sale of LPG 500 69.4
The AGL Petronas Consortium (APC} Front end engineering and 50.0 -
design of PNG gas pipeline
Total associates and jointly controlled entities 589.7

Note:
1 AlintaAGL will onty be acquired if the Recommended Proposal is approvad

(p) Economic dependency

(i) AGL Energy is dependent to a significant extent upon various consortia of producers for the supply of natural gas
from the Cooper Basin in South Australia, the Gippsland field in Bass Strait and the Surat/Bowen Basin in Queensland.
Long term contracts protect the continuity of supply from these producers. AGL Energy has an obligation to pay the
consertia of producers for a specified minimum quantity of gas each contract year, irrespective of the quantity actually
supplied by the producers. AGL Energy has the right to receive, without additional payment to the producers, a future
delivery of gas equivalent to the quantity paid for but not taken in any contract year.

{ii) AGL Energy is dependent to a significant extent on the acquisition of electricity from generating entities and the
use of transmission systems. Ongoing contracts are in place both for the purchase of electricity and the use of the
transmission systems,
(q) Liquidity, obligations and energy derivative portfolio
(i) Liquidity
Prior to the Recommended Proposal, AGL Energy met its working capital needs and capital expenditure requirements
through a combination of operating cash flows, inter-company loans from other companies in AGL and external debt raising
{from various AGL debt facilities). It is expected that AGL Energy will satisfy its ongoing working capital requirements and
meet its capital expenditure needs through cash generated from operations and funding available under proposed financing
which will be put in place at or shortly before the Transaction Implementation Date. At the Transaction Implementaticn

Date, it is anticipated that AGL Energy will have borrowing facilities totalling $2.C billien which will be drawn to the extent
of approximately $1.3 billion.

New funding facilities will be pui in place prior to completion of the Recommended Propasal and will incfude terms and
conditions appropriate to the anticipated credit rating of AGL Energy.

(ii) Contractual obligations and commercial commitments

AGL Energy’s aggregate long term obligations and commitments {excluding debt) as at 30 June 2006 are detailed in
Figure 2.8,
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Figure 2.8 Obligations and commitments

[
F;!ayments due by pericd

Contracted capital expenditure

Less than
1 year

S5m .
3685

1to2
year(s}
Sm

2tos
years
Sm

1147

189.6 383" -
Non-cancellable operating leases 619.3 355 255 76.4 481.9
Total contractual cash obligations 808.9 72.1 63.8 191.1 481.9

The AGL Board considers that AGL Energy will be capable of satisfying these long term obligations and commitments
through cash generated frem operations, together with cash on hand and, where necessary, borrowings availzble under

AGL Energy’s proposed barrowing facilities.

(iii) Energy derivative portfolio

The nature of the business undertaken by AGL Energy necessitates the management of electricity and gas price risk through
an energy derivative hedging portfolio. The existing portfolio hedges this price risk in accordance with AGL Board approved
quidelines which are reviewed regularly by the AGL Board and its Audit and Risk Management Committee. This energy
derivative portfclio is exclusively applicable to AGL Energy and there are no inter-relationships with the AGL Infrastructure
Assets businesses that will be disrupted by the Recommended Proposal. Ugen completion of the Recommended Proposal,
the entire energy derivative portfolio will therefore be managed by AGL Energy and managernent of it continued under the
guidance of the AGL Energy Board. It is anticipated that in the period immediately following completion of the Recommended
Proposal, AGL Energy will adopt the risk policies and guidelines currently applicable within AGL.

At 30 June 2006, the following energy derivative portfolio policy and financial staternent note disclosures were made In AGL's
full financiat report for the financial year ended 30 June 2006 and had the Recormended Proposal cccurred at that date,
would have been applicable to AGL Energy. The following discussion also includes comparison with the 2005 financial year.

(iv) Objectives and significant terms and conditions

AGL enters into a variety of derivative financial instruments to manage the AGL Energy risks described below. AGL does
not, and it is anticipated that AGL Energy will not, enter inte such instruments for purpeses other than as part of the overall

management of the wholesale energy portfalio.

(v)Electricity purchase price risk management

AGL's policy is to manage the financial exposure arising from its customers’ forecast demand for electricity. In doing so,
AGL has entered inte various hedging contracts with individual market participants. Any unhedged position exposes AGL to
peol price variation. AGL's policy has been, and it is anticipated that AGL Energy’s policy in the period immediately following
completion of the Recommended Proposal will be, that the exposure and the consequent price risk be managed within
prescribed limits. The hedge portfolio consists predarminantly of swaps, caps and option contract lypes.

The rermaining terms and fair values of AGL's outstanding electricity hedging contracts at 30 June 2005 and 30 June 2006

are detailed in Figure 2.9.

Figure 2.9 Electricity hedgipg contract commitments -

. - |
Fair values

Less than one year (4.8) (134.3)
One to five year(s) (48.6) {93.5)
Longer than five years - -
Total (53.4) (227.8)

For the year ended 30 June 2006, AGL applied AASB 139, which required all derivatives to be measured at fair value on
the balance sheet and a net liability of $53.4 million was recognised on the balance sheet at 30 June 2006. Al contracts
are due for settlement within 11 years of the reporting date. These transactions are for the purposes of hedging current
contracted commercial and industrial customer load and forecast mass-market customer sales and as such, no ultimate loss

to gross margin is anticipated.
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The fair value, calcutated in accordance with the relevant accounting standard, has been based on readily available market
price estimates which are usually quoted for small volume contracts. These market price estimates are not necessarily
representative of independent market price valuations for the unusual and/or larger volume contracts in AGL's electricity
hedge portfolio for which relevant market price valuations are not readily available.

(vi) Commodity price risk management

AGL enters into derfvative commodity contracts to manage its exposure to fluctuations in ol prices. Forward contracts and
optians are used with the objective of fixing the sales price of oil. AGL has a policy to manage the exposure arising from the
price risk within prescribed limits. It is anticipated that AGL Energy will initially adopt a similar policy for the management of
oil price risks.

Figure 2.10 Qil price hedging contract commitments

Fair values
30 lune, 2006
Sm
Forward contract (65.1)
Options 89
Total exposure (56.2)

There were no oit price hedging contract commitments at 30 June 2005.

(vii) Credit risk management

AGL is exposed to credit related losses in the event of non-performance by counterparties to derivative instruments. At 30
June 2006, AGL had no significant concentration of credit risk with any single counterparty or group of counterparties in
respect of derivative instrurnents. The existence of master netting agreements with a number of counterparties provides
additicnal collateral in respect of credit risk. Amounts receivable by AGL for electricity hedge contracts at 30 June 2005
and 30 June 2006 are detailed in Figure 2.11.

Figure 2.11 Maximum credit exposure for electricity derivative contracts

. 1
Fair values

Amounts receivable in respect of electricity hedging contracts 161.2 543

(viii) Liquidity risk management

Liquidity risk relating to the use of derivative instruments arises from possible future adverse changes in market conditions.
In such circumstances, AGL Energy may be forced to seli derivative positions at values which are below their underlying
worth or may be unable to exit the positions at all. Accordingly, it is anticipated that AGL Energy will hedge only in highly
liquid derivative markets, although in certain market conditions illiquidity cannot be entirely avoided.

It is anticipated that AGL Energy will have in piace funding arrangements to enable it to settle all outstanding derivative
transactions on the due dates.

(ix) Off-balance sheet financial arrangements

AGL has not, and it is anticipated that AGL Energy will not, use special purpose vehicles or any other form of off-balance
sheet financing. From 1 July 2005, with the adoption of AIFRS, AGL Erergy’s derivative portfolic has been accounted for in
accordance with AASB 139, which requires all such instruments to be recognised on-balance sheet from that date.

Operating leases which are commitments under non-cancellable lease agreements are disclosed in the notes teo the financial
statements in accordance with accounting standards and are not included in the balance sheet.
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2.5 Forecasts overview

Sections 2.6 to 2.10 contain the financial forecast for AGL Energy for the year ending 30 June 2007. Dividends forecast to
be received by AGL Shareholders who retain their AGL Shares at the time of entitlement to the Transaction Dividend and their
shares in both AGL Energy and New Alinta at the time of entitlernent to dividends relating to the period to 30 June 2007 are
set out in Part 1 of this Booklet.

The 2007 financial year is considered the most appropriate year on which to base financial analysis of the AGL Energy
businesses as it reflects:

B the first full year contribution from the Southern Hydro power generation assets;

B the first full year contribution from the 10% interest in the PNG Upstream Gas Project, including associated oil production;
B the initial contribution from the SO% interest in the Moranbah Gas Project; and

B the revised capital structure of AGL Energy following completion of the Recommended Proposal.

Sections 2.6 to 2.10 contain forward locking statements. AGL Shareholders should refer to the caution included in the
Important information section of this Booklet in relation to forward looking statements.

2.6 AGL Energy pro forma forecast

The pro forma forecast for AGL Energy has been prepared after considering the actual operating results and trading
conditions for the year ended 30 June 2006 of the businesses that will be owned by AGL Energy after the completion of the
Recommended Proposal.

The pro forma forecast for the year ending 30 June 2007 includes the following key assumptions:

I all the AGL Energy businesses currently owned by AGL are included in the pro forma financial forecast from 1 July 2006 to
30 June 2007;

B the Transaction Implementation Date for the Recommended Proposal is 25 October 2006 and effective from this date AGL
Energy will assume additional net debt of $970 million and acquire a 33% interest in AlintaAGL for $367 million;

B accounting entries arising as a result of the application of AASB 139 have been excluded from the forecasts; and

B the pro forma income statements are presented before significant items, which for the 2006 financial year included costs
relating to AGL's Original Demerger Proposal, the AGL Takeover Bid, the Alinta Takeover Bid and the Recommended Proposal
and for the 2007 financial year, include costs associaied with the Recommended Proposal.

As a consequence, a forecast of the results of AGL Energy presented on a statutory basis has not been prepared.

The pre forma forecast provided in this Section 2 has been reviewed by the Independent Reviewer of Directors’ Forecasts and
its report is contained in Annexure E.
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Figure 2.12 AGL Energy EBITDA and EBIT

EBITDA (5m) EBIT ($m)

AGL Energy Year ended Year ended Year ended | | Year ended
30 June 2006 | 30 June 2007 | 30 June 2006 | 30 June 2007
Pro forma Pro forma Pro forma | Pro forma

Retait Energy

AGL 207 203 192 196

ActewAGL 15 12 15 12

Elgas 13 13 13 13
Retail Energy total 229 228 220 221
Merchant Energy’

Wholesale energy and power generation? 178 214 155 184

Upstream gas? 104 278 63 164
Merchant Energy total 282 492 218 348
AlintaAGL - 10 - i0
Crther 4 8 (15) (113
Total 515 738 423 568

Notes:

1 Allocation of pro forma financial infarmation for AGLS integrated Energy business is based on AGL Energy’s imternal managerent reporting, which inciudes internal transfer pricing

policies to reflect key management accountabilities. As a result, the 2006 pro forma resul shown reflects a different afiocation from the external reporting format presented in the
historical pro forma results earier in this Section.

2 For consistency with the forecast year, the year ended 30 June 2006 result exchudes mark to market impacts relating to the movement in market value of derivatives. A benefit of
approximately $8 million in wholesale electricity activities was offset by a loss of approsimately $8 million relating te PNG ol hedging.

Figure 2.13 AGL Energy income statement

Year ended 30 June 2006
Pro forma

Year ending 3:0 June 2007
Pro fprma

ﬁGL Energy

Sm

$m

Sales revenue 3,804 4,188
EBITDA 515 738
EBIT 423 568
Finance costs’ 31 {61)
Proft before tax 454 507
Tax (149) (195}
Profit after tax 305 312
EPS (cents)? 66.2 77.6

Notes:

1 The 2006 pro forma finance costs are based on AGL Energy net debt calculated as the difference between total AGL net debt, less the AGL Infrastructure Assets agreed net debt

under the Recommended Proposal of $3,104 million.

2 PS5 for the year ended 30 June 2006 is based on weighted average shares outstanding of approximately 458.% million. The EPS forecast for the year ending 3¢ lune 2007 is

based on weighted average shares outstanding of approximately 402.3 millon following completion of the Recammended Proposal.
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2.7 Discussion and analysis

A discussion of the key factors impacting the pro forma financial forecast for AGL Energy is set out below. Key assumptions are
set out in Section 2.9, ‘

-

S_usiness unit - | Key item I

Retail Energy B EBITDA growth of approximately 1.0% from 2006 to 2007 for AGL Energy’s 100% owned
retail business reflects a forecast continuation of current highly competitive retail market
conditions. The result for the year ended 30 June 2006 benefited from the cold start to
winter, resulting in degree days being above the six year average. The gro forma forecast for
the year ending 30 June 2007 includes growth in mass market gas gross margin, an increase
in dual fuel customer accounts, and reduced cost to serve following initial benefits from AGL's
previously announced cost saving program. These benefits are anticipated to be partially
offset by a return to historic average weather conditions.

W Gas sales volumes are forecast to be relatively flat, with increased market share in the South
Australian mass market offset by a return to historic average weather conditions.

B Gas gross margin is forecast to increase by approximately 2.4%, driven by increased prices in
the mass market segment, partly offset by increased cost of gas supply.

B Mass market electricity volumes are forecast to decrease slightly (by around 0.5%), due to a
return to historic weather conditions and losses in South Australia and Victoria partially offset
by gains in NSW.

W Industrial and commercial electricity volumes are forecast to increase by approximately 5.2%,
driven by retention and acquisition strategies across all core markets, including Queensland.

M Electricity gross margin is anticipated to reduce by approximately 4.3%, mainly due to lower
mass market volumes, lower industrial and commercial contract prices and lower margin on
NSW small business customers acquired, compared to Victoria and South Australia.

@ Forecast prices in states where AGL Energy is the incumbent energy retailer are based on the
price path determined by the regulator in each state. In NSW, prices are forecast to increase
in line with CPI. In states and territories where AGL Energy is not the incumbent retailer,

AGL Energy’s pricing is determined by reference to prices of competitors who are subject to
regulated price paths in those states ang territories.

-Merchant Energy & The pro forma forecast includes the first full year contribution from the Southern Hydro power
stations, following completion of the acquisition by AGL in November 2005,

B AGL Energy’s wholesale electricity supply costs are forecast to becorne more competitive
aver time as existing hedge contracts expire and are repfaced by physical hedges from the
Southern Hydro power stations.

B The pro forma forecast includes the first full year contribution from AGL Energy’s 109% equity
interest in the PNG Upstream Gas Project including associated oil production, following
finalisation of the terms of this acquisition on 16 January 2006.

B AGL acquired a 50% share in the Moranbah Gas Project, effective 1 January 2006. AGL
Energy’s share of revenue and costs from the effective date to financial close on 22 August
2008, wilt be adjusted against the acquisition price.

® The pro forma forecast also includes the benefits of the LYA refinancing in November 2005,
which resulted in lower finance costs and improved cash distributions to equity holders.

B The acquisitions of Southern Hydro and interests in PNG upstream oil and gas provide AGL
Energy with substantial additional earnings and cash flow over the forecast period compared
to the 2006 financial year.

AlintaAGL B The pro forma forecast includes the initial contribution from AGL Energy’s 33% interest in

AlintaAGL, from completion of the Recommended Proposal. AGL Energy’s interest in AlintaAGL

will be accounted for on an equity basis.
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l_;usiness unit ] I Key item |

Finance costs B Following compleiion of the Recommended Proposal, AGL Energy is forecast to have net debt
of approximately $1.3 billion.

B The total debt funding cost is forecast to be approximately 6.4% per annum.

Tax B The effective tax rate on AGL Energy's interest in the PNG Upstream Gas Project is anticipated
to be approximately 70%. This is due to the 50% tax rate on oil income in PNG and AGL
Energy’s acquisiticn cest being higher than the historic tax base. The tax rate applicable to
PNG gas revenues wili be 30%. '

B This resulted in an effective tax rate for AGL Energy of approximately 33% for the 2006
financial year and this is forecast to be approximately 38% in the 2007 financial year. This
is expected to normalise outside of the forecast period as the contribution from other
businesses increases proporticnally to PNG oit revenue.

2.8 Cost saving programs

AGL Energy has commenced cost saving programs designed to reduce retail cost to serve, leading to market share growth and
increased profitability, AGL Energy’s major cost saving program is focussed on rationalising retail processes and systems and is
expected to result in substantial sustainable benefit for AGL Energy. The total net contribution from these programs will begin to
materially impact results from the 2008 financial year. In August 2006 the Chief Executive Officer of AGL, in conjunction with
the AGL Board started a process of restructuring AGL's overheads with the aim of reducing costs and increasing efficiencies.
This included introducing initiatives to remove management layers and sireamline the remaining organisation in order to lower
its costs and improve the responsiveness of the organisation. At the date of this Booklet the additional cost savings have not
been fully quaniified but should be considered in addition to the savings highlighted in this Section. A summary of the cost

‘saving pregrams is set cut in Figure 2,14,

Figure 2.14 Cost saving programs overview

Retail Energy Corporate I

§ $50 to $60 million $10 miliion -
Retail processes: AGL Energy overhead:
@ $20 million per annumn from 2008 onwards B $10 million from 2008 onwards as a result of IT

efficiencies once functions separated into energy and

1 no capital requirement . .
infrastructure assets businesses

Systems;
@ $30 to 40 million per annum once fully operational from 2009
@ $80 to 100 million capital required

2.9 Key assumptions used in determining the pro forma financial forecast

AGL Energy will operate in a highly competitive rmarket, where profitability can be impacted by a range of factors. Future

matters are, by their nature, subject to significant uncertainties, many of which will be outside the control of management.

As a result, no assurance can be given that the proposed dividends will be achieved. The payment of dividends wilt be at the

discretion of the AGL Energy Directors. Key assumptions used in determining the pro forma forecasts for AGL Energy are set

out below:

B customer consumption is consistent with forecast dermand for energy, long term average weather patterns in AGL Energy’'s
markets, stabie economic conditions, availability of supply, and existing fuel sources remaining competitive with alternatives;

B custoemer churnis consistent with levels over the last two years, and AGL Energy maintains its competitive position in the
market and conducts appropriate marketing campaigns in order to acquire new customers at competitive margins;
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® gas and eleciricity retail prices are consistent with current regulatory price paths in AGL Energy’s markets and existing
customer contracts and price discounting is consistent with levels experienced over the last two years;

B wholesale electricity purchase costs are consistent with existing supply contracts, historic average pool prices, long term
average weather patterns and CPI forecasts;

B wholesale gas purchase costs are consistent with existing long term supply contracts;
B energy transmission and distribution charges are consistent with regulated tariffs and existing haulage contracts;

B crude cil sales volumes from the PNG upstream investment are forecast to be approximately 3.2 million barrels (bbl) and
that revenue from this investment is substantially hedged at approximately U5$69/bbl;

M thereis an average exchange rate of 0.75 US dollars to the Australian dollar;

operating performance and costs from all of AGL Energy’s pawer generation plants rermnain in line with recent historic
performance;

8 the financial impact on AGL Energy of the Southern Hydro power stations has taken into account market and operating
conditions including weather patterns, asset performance and continuing integration with AGL Energy’s wholesale trading
portfolio since completion of the acquisition by AGL on 30 November 2005;

B the financial impact on AGL Energy of the acquisition of a 50% interest in the Moranbah Gas Project is in line with AGL's
announcement on 21 June 2006 and assumes no additional amount is payable to BHP Billiton due to acquisition of
additional interests;

B the financial impact on AGL Energy of its 33% interest in AlintaAGL is in line with forecasts provided by Alinta as set out in
Section 4;

B business operating costs are consistent with those for the year ended 30 June 20086 (including no adjustment for the
financial impact of any AGL Energy employees whose positions may become redundant following completion of the
Recommended Proposal);

B AGL Energy’s corporate costs are consistent with an allocation based on 70% of historic AGL Group corporate costs;

* M the operating results, cash flows and financial position of AGL Energy’s non-controlled investments are in line with the

current estimates provided by management of these businesses;
B thereis an average CPl of approximately 2.5% per annum for the ferecast period;

B no changes of a material nature occur to AGL Energy's accounting policies or to AIFRS, other mandatory financial reporting
requirernents applicable in Australia or the Corporations Act, in each case which could have a material effect on AGL
Energy’s financial results, including cash flows;

B any earnings volatility as a result of the application of AASB 139 cannot be reliably estimated and has not been reflectad in
the forecasts:

B no significant changes occur in legislation, regufatory requirements or government policy, or to the political or economic
environment in Australia or PNG that impact on AGL Energy;

b o significant industrial, contractual, competitive or political disturbances or other matters beyond the control of AGL
Energy impact AGL Energy and the continuity of its operations;

| no material legal claims or liabilities arise that impact on AGL Energy which have not previously been recognised;

W no significant changes occur in the competitive landscape cof the Australian energy industry or the energy industry in any
other jurisdiction; and

B no change occurs in Australian taxation legislation or tax legislation in other jurisdictions which could have a raterial impact
on AGL Energy’s fiiancial results, cash flows and franking.
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2.10 Sensitivity analysis

The forecast financial information in this Section is based on the assumptions in relation to future events and actions set out
in Section 2.9. These forecasts are sensitive to movements in a number of key variables. Set out below is a summary of the
sensitivity of certain key assumptions included in the forecast financial information. Care should te taken in interpreting these
sensitivities as the analysis treats each movement in isclation from other variables. In many cases, movements will be inter-
dependent and will also be impacted by other factors resulting from changes to business activities and operating conditions.

The sensitivities presented are not necessarily an indication of what the AGL Directors expect to occur and are merely the
measurement of the effect of an arbitrary move. Changes of magnitudes other than as presented below will generally have a
proportionate impact on EBIT.

(a) Sensitivity to key variables
Key drivers of profitability for AGL Energy are sales volumes, sales prices and the wholesale cost of energy. Of these variables:

W sales prices are based on regulated price paths for mass market customers and contracted prices for industrial and
commercial customers;

M industrial and commercial customer volume forecasts are based on contracted volumes rather than actual demand and
competition in the segment is less intensive than the mass market segment due to lower margins;

B cil sales from the PNG Upstream Gas Project are substantially hedged, although AGL Energy retains some price exposure,
including the Australian dollar equivalent of US dollar sales. In addition, AGL Energy has exposure to the timing of
preduction and sales volumes;

B wholesale gas supply costs are largely established under long term contracts; and

B wholesale electricity supply requirements are hedged via AGL Energy’s physical generation capability and contracts with
external parties.

AGL Energy’s pro forma forecast result could be materially impacted by changes to mass market customer load requirements,
particularly during extreme weather conditions and key variables relating to its investment in the PNG Upstream Gas Project as
indicated in Figure 2.15.

Figure 2.15 Sensitivity analysis

'Impact

$m -

EBIT sensitivity
Year ending 30 June 2007

‘Retail Energy

m 1% change in mass market electricity volume +/-37
@ 1% change in mass market gas volume +/- 2.7
PNG Upstream Gas Project

m US$5/bti ofl price (West Texas Intermediate) change’ +/-29
@ A$0.01 change to the A$/USS exchange rate +/-21
@ 0.2 million bbl change to oil preduction? +/-12.3

Notes:

1 AGL Energy’s oil hedging comprises a mix of swaps and options cover, resulting in approximatety 85% of sales volumes for the year ending 30 June 2007 being fixed at
approximatety US$69/bbi. The options (approximately 15% of sales volume) result in a minimum od price of approximately 1S$59/bbl, although revenue can vary to the extent
that the oil price is above this prce.

2 The analysis assumes sales are equal to production ang hence does not include any drawdowns from, or increases 1o, inventares which would reduce the sensitivity to production
changes. As a result, the sensitvity shown is a timing difference only and not a permanent impact on EBIT.

The integrated nature of AGL Energy's business means that adverse impacts in Retail Energy due, for example, to higher
wholesale electricity supply costs may be partially offset by higher revenue from power generation (due to higher pool prices).

The degree of protection against external variables is anticipated to be enhanced as AGL Energy’s existing wholesale electricity
supply contracts are replaced by internal physical generation from the Southern Hydro plants.

The Australian Gas Light Company $cheme Booklet — Part 2

189



Page 116 of 457 Docld: SE1581032 ACN :115061 375

{b) Exercise of put options
AGL Energy has granted New Alinta Co the rights to require AGL Energy to acquire the Gas Valpo and Wattle Point Wind Farm

assets. Further details of these arrangements are set out in Section 7.4. If these options were to be exercised, the impact on
AGL Energy's pro forma forecast is as detailed below.

(i) Gas Valpo option
The Gas Valpo option is exercisable only duiing the period commencing on the Transaction Implernentation Date and ending

on the first anniversary of the Transaction Implementation Date. The sensitivity analysis presented in Figure 2.16 assumes
the option is exercised effective from the Transaction Implementaticn Date.

Figure 2.16 Gas Valpo put option sensitivity analysis

I;rllnpact on AGL Energy

Year ending 30 June 2007 )
EBITDA B 15

EBIT 10
Profit after tax 4
EPS {cents) 1.0

(ii} Wattle Point option

The Wattle Point Wind Farm option is exercisable only during the pericd commencing on the Transaction Implemenitation
Date and ending six months after that date. if the Wattle Point Wind Farm put option is exercised by New Alinta, AGL
Energy currently intends that it will seek to enter into similar arrangements to those described in Section 7.3 with a third
party. As a result, the impact on AGL Energy’s pro forma forecast is not anticipated to be material.
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3 Profile of New Alinta

Note to AGL Shareholders. This Section has been drafted by Alinta and Alinta takes responsibility for this Section, other than
Section 3.3.

This Section centaing forward looking statements. AGL Shareholders should refer to the caution included in the Important
information section of this Booklet in relation to forward looking statements.
3.1 Overview of New Alinta Co after Completion

Following the completion of the Recommended Proposal, New Alinta will own the existing Alinta assets (excluding the WA Retail
Business), the AGL Infrastructure Assets and a 67% interest in the WA Retail Business.

On Completion, New Alinta will be structured as shown in Figure 3.1.

Figure 3.1

AGL Shareholders Alinta Shareholders

<. 46% c.54% |

| New Alinta Co I

I New Alinta Trust |

I New Alinta Sub |

82.7% |
17.3% —

} Alinta
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AGL [ l
| AlintaaGL | Alinta WLPG
Infrastructure | ( Arrangements

Assets
AGL -
Infrastructure WA !!eta:]
Assets Business
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A description of the assets to be owned by New Alinta is set out below.

3.2 Alinta assets
Under the Recommended Proposal, New Alinta will hold the foilowing assets:
(2) Asset management - 100%

The Alinta strateqgy is centred on providing asset management services to the infrastructure assets in which Alinta holds an
ownership interest. In addition, Alinta seeks to provide these services to third party asset owners.

Alinta (or a Subsidiary of Alinta) has operating service agreements over the infrastructure assets in which it holds an ownership
interest, with the exception of the recently commissioned cogeneration unit and those units being constructed on the Alcoa
refinery sites in WA, Alinta also manages those assets owned by AlH, with the exception of the Geldfields Gas Transmission
Pipeline. Under the operating services agreements, Alinta provides a comprehensive suite of services to manage both the
businesses and assets. These activities are undertaken by the following divisions.

(i) AAM

AAM manages and services a number of electricity and gas networks and gas transmission pipelines and has developed
integration capabilities with respect to these types of assets. AAM operates approximately $8 billion worth of assets in Victoria,
WA, NSW, Queensland and Tasmania and around 1.7 milion customers receive their energy supglies through these networks. The
AAM team, led by Peter Magarry, consists of over 1,100 people, most of whom are based on the east coast of Australia.

AAM operates and manages regulated and non-regulated energy assets including:
B AlintaGas Networks in WA, and the UED electricity network and the Multinet Gas distribution netwerk in Victoria;

B those assets and businesses of AlH, comprising the Queensland Gas Pipeline, the Eastern Gas Pipeline, the Tasmanian
Gas Pipeline and the VicHub Interconnect (excluding certain commercial and marketing functions); and

B the DBNGP in WA (excluding certain commercial and marketing functions}.

AAM provides comprehensive management services to asset owners across all areas including asset management, operations,
commercial, corporate support, maintenance, engineering, regulatory compliance and information technology. These services
assist in improving efficiency, boosting effectiveness and ensuring high standards of reliability and safety. Services are also
provided to other companies such as large energy distribution utilities and land developers on a project basis,

Alinta is currently in dispute with the ESC as to whether the services it provides under the Multinet OSA require it to hold a
licence under the Gas Industry Act 2001 (Vic) and deern it to be the operator of the Multinet gas distribution network under
the Gas Pipelines Access (Victoria) Law. Alinta’s view is that it does not require a licence and is not the operator under that law.,

(i) Alinta Energy

Alinta Energy develops, builds, manages and operates power stations. The total electrical capacity operated or under
construction is 1,356 MW, which comprises 486 MW owned by AlH, 630 MW owned by Alinta (the Alcoa cogeneration
projects) and the 240 MW Bell Bay Power Station, which is owned by Hydro Tasmania.

Alinta Energy was established in 2004 following the purchase of Duke Energy’s Australian and New Zealand pipeline and
power assets. The power stations in eperation or under development comprise:

W eight 35 MW Frame 6 industrial open cycle gas turbines located in the Pilbara in the north west of WA;
B two 47 MW LMB000 aero derivative gas turbines located in Bairnsdale in eastern Victoria;
B two 120 MW gas fired thermal power units located in Bell Bay in northern Tesmania;

M a 112 MW cogeneration plant that converts waste gases from a steet mill into electricity and steam. The plant is
located at Glenbrook, south of Auckland in New Zealand:

|  two 140 MW cogeneration units located at Alcoa’s Pinjarra alumnina refinery south of Perth in WA {unit 1 was recently
commissioned and unit 2 is currently under construction); and

B two 162 MW open cycle gas turbines (175.5 MW in peak mode) located at Alcoa’s Wagerup atlumina refinery south
of Perth in WA (both units are under development).

The Australian Gas Light Company Scheme Booklet — Part 2



Page 119 of 457 Docld: 5E1581032 ACN :115061 375

(b) Asset ownership

Alinta has varying levels of equity ownership in energy infrastructure assets throughout Australia and New Zealand. The assets
can be categorised as follows.

(i) Energy distribution (electricity and gas)

Alinta has the following equity interests in gas and electricity distribution network assets:
B 74% interest in AlintaGas Network in WA,

W 34% interest in UED in Victoria; and

B 20% interest in Multinet Gas in Victoria.

AlintaGas Network (WA):

AlintaGas Network comprises approximately 12,000 km of gas distribution pipes, delivering over 30 PJ of gas per annum.
The network has benefited from a continued strong growth in dermand for new housing in WA with connections having
increased by approximately 20,000 during 2005 to approximately 540,000. The WA regulator, the Economic Regulation
Authority, issued a final decision on the access arrangement for AlintaGas Network during 2005. The new pricing that was
originally expected to beginon 1 January 2005, became operative on 1 January 2006, The new access arrangement is not
expecied to have a material effect on the business cr earnings of AlintaGas Network.

The AlintaGas Network is depicted below.

Figure 3.2 AlintaGas Network (WA)

Indian Ocean

Key:

. Incicative gas distrbution areas

UED (Victoria):

UED is one of five electricity distributors in Victoria. The UED network covers 1,450 square kilometres in Melbourne’s
heavily populated south east. Through approximately 12,400 km of electricity lines it distributes electricity to
approximately 600,000 end users.

The UED network primarily derives revenues from requlated tariffs for the use of and connection to the distribution
network. Economiz regulation of distribution networks is currently undertaken by Victoria's regulator, the ESC, and it is
expected that the AER will assume responsibility for distribution pricing from 1 January 2007.
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The UED netwaork was subject to a price reset by Victoria's regulator, the ESC in 2005. The Electricity Price Determination
applies for the five years commencing 1 January 2006. This determination provided an average rea! price reduction for UED
custorners in 2006 which reduced tariffs by 15.6% from 1 January 2006 and permitted a maximum yearly increase over
the 2007-2010 period of CPIless 1.4%. It is not expected that the Electricity Price Determination will have a material
impact on the returns Alinta receives from its 34% cwnership interest.

The UED netwark is depicted below.

Figure 3.3 UED network (Victoria)
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Muitinet Gas {Victoria):

The Multinet Gas distribution network covers approximately 1,700 square kilometres in Melbourne’s east, delivering
approximately 60 PJ of gas per annum to over 650,000 end users. The network includes approximately 9,400 km of gas
distribution pipes.

The Multinet Gas distribution network primarily derives revenues from regulated tariffs for the use of and connection
to the distribution network. Economic regulation of distribution networks is currently undertaken by the ESC, and it is
expected that the AER will assume responsibility for distribution pricing from 1 January 2007.

Under the Victorian Government’s Natural Gas Extension Program, Multinet Gas has been selected to deliver gas to two
regional areas in Victoria: the Yarra Ranges (comprising nine towns) and South Gippsland (comprising five towns).

Construction on the Yarra Ranges project commenced in April 2005 and, to date, three towns have their gas distribution
mains completed and over 1,000 new gas connections. The project is expected to be completed in mid- 2008,

The South Gippsland Project was awarded to Multinet Gas on 5 August 2005 and is well underway in planning with
construction expected to commence in early 2007.
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The Multinet Gas network is depicted below.

figure 3.4 Multinet Gas distribution network
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Figure 3.5 DBNGP

(ii) Gas transmission

As at 31 July 2006, Alinta bad a 14.3% interest in the DBNGP'. The DBNGP spans approximately 1,600 km from the Pilbara
region to the south west of WA. The initial pipeline from Dampier 1o Kwinana was commissioned in 1984 and the extension to
Bunbury was comrmissioned in 1985. Alinta, as part of a consortium (including DUET (71.4%) and Alcoa (14.3%)}, acquired its
interest in the pipeline in October 2004. The pipeline is one of the longest and largest natural gas pipelines in Australia and is
fundamental in supplying gas to industrial, commercial and residential customers in Perth, and major regional centres along the
west coast of Australia fror Dampier to Bunbury. Its coverage is depicted on the map below.

1

Interests of Alinta and Akoa in DBNGP which wil increase ta 20% each upon the completion of agreed capital contnbutions and as a consequence, DUET's interest in DBNGP will

reduce to 60%.
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Through Alinta’s 20% holding in AlH, Alinta also has an indirect interest in each of the Eastern Gas Pipelineg (20%), Tasmanian
Gas Pipeline {20%), Queensland Gas Pipeline (20%), Goldhelds Gas Transmission Pipeline (2.26%) and VicHub Interconnect
(20%) (further details of AlH are set out in Section 3.2(c)).

(iii) Power generation
In addition te its cogeneration alliance with Alcoa (see Section 3.2(g)(ii}), Alinta also has an indirect cwnership interest in
certain power stations via its 20% holding in AlH {(further details of AlH are set out in Section 3.2(c) below). .

(c) AIH - 20%

In October 2005, Alinta established AlH as a listed infrastructure vehicle. AIH owns the following assets:
W Eastern Gas Pipeline;

Queensland Gas Pipeline;

Tasmanian Gas Pipeling;

VicHub Interconnect;

Goldhelds Gas Transmission Pipeline (11.8% interest);

Port Hedland Power Station;

Newman Power Station;

Glenbrook Power Station; and
Bairnsdale Power Station.
The location and other details of these assets are depicted below,

Figure 3.6 Key AlH assets
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AlH is comprised of AIL, AIT and AlT. AlH is independent from Alinta and makes its own investment decisicns. However, Atinta
retains a significant ongoing interest in AlH:

W through an initial strategic holding of 20%, and a commitment under an Alliance Agreement (see below) to maintain a total
holding of at least 15% for the duration of the Alliance Agreement;

W a5 owner of AFML, the responsible entity of AIT and ANT; and
B as provider of operational, management and corporate support services to AlH.

Alinta and AlH have entered into an Alliance Agreement governing certain aspects of their ongoing relationship. Under this
agreement, Alinta provides AlH with access to Alinta’s experienced management tearn and services relating to the identification
and assessment of new investment opportunities. These opportunities may be sourced from Alinta’s existing and future
portfelio of development projects, third party sale processes, or strategic acquisitions. Alinta may also develop assets and
provide AlH with the opportunity to acquire those assets once they are sufficiently developed. AIH has a first right of refusal
(subject to existing pre-emptive rights) in relation to assets that Alinta proposes to sell, where the assets fafl within AlH's
investment mandate (which facuses on established energy and essential services infrastructure in developed cauntries).

AMS, 3 wholly owned Subsidiary of Alinta, has entered into the CSSA with AIH under which it provides corporate and strategic
services to AlH and staff by way of secondment to AlH.

Alinta and AlH have also entered into the AIH OSA whereby Alinta provides all services reguired to manage the assets of
AlH (excluding the Goldfields Gas Transmission Pipeline), including operational (pipeline and power), corparate support, IT
and insurance.

Alinta, AlL and the relevant members of the AlH Group have also entered inio an EMID under which Alinta has agreed to
manage certain litigation and potential stamp duty liability. Alinta will atso indemnify the members of the AIH Group in respect of
such litigation and liability for as long as the Alliance Agreement remains on foot and to the extent that the liabilities exceed the
existing provisions already pravided by AIH {the current existing provision is $37.9 million).

{d) APT - 10.25%

Alirta has an interest in APT of 28.6 million units (approximately 10.25%), acquired on 16 to 22 August 2006 for up to $5.00
per unit in APT. An overview of APT is set out in Section 3.3(d). The acquisition was funded by a debt facility provided to Alinta
on normal commercial terms.

Section 4 reflects the financial position prior to the acquisition of the 10.25% interest in APT, however, the effect of Alinta
acquiring (and.maintaining) this interest in APT is set out in Section 4.5(F)(iv).

APT has made an application to the Takeovers Panel in relation to the acquisition of the units in APT described above seeking
orders, among other things, that these units be vested in ASIC and sold (with the net proceeds of sale remitted to Alinta).

The Takeovers Panel has commenced proceedings and issued interim orders that Alinta not dispose of or exercise any rights

in relation to the units it currently holds, or acquire any further units, pending the conclusion of proceedings. As at the date of
this Booklet, the proceedings are ongoing and the Takeovers Panel had not made a decision. Once a decision is made, Alinta will
make an announcement to ASX,

(e} WLPG Arrangements - 100%

Alinta has an interest in the economic outcome of an LPG project in conjunction with Wesfarmers LPG. Alinta is the supplier of
gas to that project, at a price one component of which is based on project revenues less project expenses. Wesfarmers LPG
owns and operates the plant located in Perth's industrial centre of Kwinana. The plant is currently supplied with gas from Alinta
Sales’ gas supply and transportation portfolio under arrangements that share the gains from the plant's extraction and sale of
LPG. Following Completion, the plant will be supplied with gas from the gas supply and transportation portfolio of a new wholly
owned Subsidiary of Alinta, Alinta LPG, under similar arrangements. The plant extracts LPG for both domestic consumption and
for sale into export markets.
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(f) Eastern Australian wholesale gas and electricity business - 100%

In eastern Australia, Alinta EATM, a wholly owned Subsidiary of Alinta, is a participant in the wholesale gas market. Alinta EATM
sources natural gas principally from the Gippsland Basin in Victoria ta supply to a range of wholesale energy market participants
including industrial, power generation and retaif energy companies in NSW, the ACT, Victeria and Tasmania. Alinta EATM provides
a range of standard and structured products to the wholesale energy market utilising a portfolio of both physical and financial
positions. Alinta EATM is a major shipper of natural gas on the VicHub Interconnect, the Eastern Gas Pipeline and the Tasmanian
Gas Pipeline {being assets that are owned by AIH).

Alinta also controls the generation of peaking electricity frem a 94 MW gas fired power station located at Bairnsdale in eastern
Victoria. Alinta trades this plant into the NEM and through derivatives.

{g) WA Retail Business - 67% (reducing over five years if AGL Energy exercises its options)

(i) WA retail — gas and electricity

Alinta currently serves over half a million gas customers in industrial, commercial and residential markets.

The retail gas market in WA was opened to FRC in July 2004. Prior to FRC, Alinta had been the incumbent monopoly
retailer. The most logical competitor to Alinta, the state owned electricity retailer Synergy (formerly Western Power), is
precluded from competing in the mass gas market. There is currently a moratorium in place that onfy permits Synergy
selling to customers consuming more than 1 TJ of gas per annum. To date, no other companies have applied for a retail gas
licence and Alinta has maintained a strong market presence increasing retail gas volumes each year since listing on ASX.

Alinta is also becoming a significant participant in WA's newly competitive electricity market, supplying power generated by
its first gas fired cogeneration unit and the Alinta Wind Farm. By early 2007, Alinta expects that it will supply a significant
portion of WA'S electricity custormer demands to a range of major industrial and cornmercial customers, At present,
regulatory restrictions on contestability only allow Alinta to compete for electricity customers that consume more than

50 MWh per annum which represents commercial and industrial customers only.

Further reform of the WA retail gas and electricity markets that would permit full and open competition is under review. A
firm timetable is yet to be determined in relation to this review and deregulation.

The retail and industrial markets for electricity and gas in WA are both growing at high rates. The diversity of the growing
resources industry and the perceived attractiveness of WA as a place to live ensure that these high growth levels are
expected to continue. This promises to provide a range of cpportunities for Alinta to meet the growing energy needs of
customers through new gas contracts and the continued development of new power generation oppertunities.

(i) Western Australia — cogeneration

Through an alliance with Alcaa, Alinta plans to develop a series of cogeneration plants that could produce up to 1,400 MW
of generaticn capacity. Under the Alcoa alliance, Alinta builds and owns the plants and takes all the electricity produced for
sale to third parties while Alcoa takes the steam produced for use in its bauxite refinery process.

The first 140 MW cogeneraticn plant at the Pinjarra refinery was commissioned in March 20086, and construction of a
secand plant at Pinjarra is currently underway. The plant developments are underpinned by pre-sales of electricity to
contestable customers in the south west of WA and the sale of steam to Alcoa. The first plant commenced generation
during the first quarter of 2005. The secend plant is scheduled to cornmence aperation during the fourth quarter of 2006
and undergo final performance tests early in the first quarter of 2007.

Alinta has also approved the construction of the third and fourth units, to initially operate as peaking plants, at Alcoa’s
Wagerup refinery. Relevant agreements are currently being finalised for the construction and operation, commercial
arrangements and financing for the project. The Wagerup project involves two stages. The first stage involves the
construction and operation of an open cycle peaking plant, which will initially be funded largely by payments for making
generating capacity available to the market in accordance with the newly established wholesale electricity market. It is
expected that the first stage for the Wagerup project will be completed by the fourth quarter of 2007. Stage 2 involves
the installation of heat recovery steam generators to convert the open cycle plant to cogeneration operation as a base load
electricity generating plant and to allow the sale of steam to Alcoa. The fiming of a commitment to stage 2 at Wagerup will
be assessed at a later date.
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3.3 AGL Infrastructure Assets

Under the Recommended Proposal, New Alinta Co (through its wholly owned Subsidiary, New Alinta Sub) will acquire all the AGL
Shares (other than the Excluded AGL Shares owned by the Alinta Group). As a result of the Recommended Proposal and subject
to the undertakings described in Section 7.9, the following AGL assets will be included in the assets of New Alinta:

(a} NSW gas distribution network

The NSW gas distribution network comprises 23,721 km of gas distribution pipes which transpart natural gas for a number of
energy retailers and large end users throughout Sydney, Newcastle and Wollongong and to over 20 major regional centres in
NSW. The NSW gas distribution network is depicted in Figure 3.7. At 30 June 2006, the gas network served cver 975,000
end users, with consumption during the financial year of approximately 95.3 PJ.

Figure 3.7 NSW gas distribution network
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Revenue is derived primarily frem distributicn tariffs charged for the transportation of gas through the network and is subject to
the economic regulatory regime established under the Gas Pipelines Access Law (New South Wales) Act 1998 (NSW) (including
the Gas Cade). Economic regulation of the NSW gas network is currently the responsibility of IPART. The current regulatory
period for the netwark commenced on 1 July 2005 and extends until 30 June 2010. It is expected that from 1 Sanuary 2007,
the AER will assume responsibility for distribution pricing.

{b) Victorian electricity distribution network

The Victorian electricity distribution network currently owned by AGL is one of five electricity distribution networks in Victoria,
and distributes electricity on behalf of a number of licensed electricity retailers (including AGL's own electricity retailing
business) and large commercial and industrial consumers. As duplication of electricity networks is generally uneconomic,
distributors’ service areas do not commeonly overfap. The AGL Victerian electricity distribution network covers 950 square
kilometres in the central west to north west area of greater Melbourne, including Tullamarine airport. The network includes
approximately 10,418 km of high and low voltage lines, cables and services. Figure 3.8 shows the Victorian electricity
distribution network.
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Figure 3.8 Victorian electricity distribution network

The Victorian electricity distribution networks primarily derive revenues from regulated tariffs for the use of and connection to
the distribution network. Economic requlation of distribution networks is currently undertaken by the ESC, and it is expected
that the AER wil! assume responsibility for distribution pricing from 1 January 2007. The current requlatory period for the
Victorian electricity distribution netwaorks commenced on 1 January 2006 and extends to 31 December 2010.

(c) Agility

Agility is an energy and utility infrastructure management and services company, formed as a wholly owned Subsidiary of AGL
in 2000 as the infrastructure services arm of AGL, with a view to expanding its expertise to the external market. Agility has
since been successful in growing its external client base and has achieved an average annual growth in EBIT aver the last three
financial years of more than 10%.

Agility offers a wide range of commercial and engineering services to owners of electricity and gas transmission and distribution
assets and of water and wastewater infrastructure assets. At present, Agility manages and/or services nearly 10,000 km of gas
transmission pipelines, 28,043 km of gas distribution networks and 10,418 km of electricity distribution networks.

Pursuant to a court enforceable undertaking given to the ACCC under section 878 of the Trade Practices Act (see Section 7.9),
Alinta may be required to divest the Agility-APT (MSP and Parmelia) Contracts following completion of the Recommended
Proposal.

(d) 30% interest in APT

APT is an ASX listed entity that owns or has an interest in more than 8,000 km af high pressure gas transmission pipelines
across most Australian states and territories as set out in Figure 3.9. The majority of these pipelines are operated by Agility
on behalf of APT. AGL is currently the largest single unit holder in APT with a 30% interest.

APT also owns the Mondarra natural gas storage facility in WA and the CSM processing facility at Kogan, west of Brisbane.
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Figure 3.9 APT Pipelines and Energy Assets

o)
L Do
: Fl

(8l frest
0 3 1
R Ry

el 2 i

Lottt

of it Aeth iy
Culca

In March 2006, APT acquired the Murraylink electricity transmission assets. This represented APT's first significant acquisition
of a non-gas transmissior asset. in May 2006, APT announced a Heads of Agreement with the Northern Territory Government
and Power and Water Corporation for the development by APT of an estimated $130 million new gas pipeline in the Northern
Territory. The agreement commits the parties to negotiate a 25 year Gas Transportation Agreement to commence in 2009.

On 15 August 2006, Colonial First State Global Asset Management announced an offer to acquire all of the stapled securities
in GasNet for $2.88 cash per stapled security. Prior to the date of this Booklet the board of GasNet had unanimously
recommended that this offer be accepted by GasNet stapled securityholders in the absence of a superior proposal.

On 22 August 2006 APT announced its intention to make an offer to acquire all the stapled securities in GasNet for $3.10 per
stapled security. As at the date of this Booklet GasNet has not made an announcement in relation to APT's offer.

The GasNet Group owns and maintaing 1,930 km of high pressure gas transmission networks, connecting approximately 1.4
million residential and 43,000 industrial and commercial customers in Victoria. In addition, the GasNet Group owns and operates
the 440 km Telfer pipeline in WA,

Pursuant to a court enforceable undertaking given to the ACCC under section 87B of the Trade Practices Act (see Section
7.9), Alinta is required to divest all of the units it holds in APT and all of the shares it holds in APL following completion of the
Recormmended Proposal.

(e) 50% interest in ActewAGL distribution partnership

ActewAGL was formed in October 2000 when AGL and ACTEW Corporation, an ACT Government owned enterprise, entered
into Austratia’s first utility joint venture. it is a multi-utility comprising two partnerships, a retail partnership and a distribution
partnership. Under the Recommended Proposal, New Alinta will acquire all the AGL Shares (other than the Excluded AGL Shares
owned by the Alinta Group) and as a conseguence, New Alinta will hold a S0% interest in the distribution partnership.

The ActewAGL distribution partnership owns and operates the electricity and gas networks in the ACT, Queanbeyan, Nowra and
the former Yarralumla Shire in NSW. It also manages, maintains and operates ACTEW Corporation’s water and sewerage assets
under a long term contract and provides management services o TransACT (a communications provider in the ACT).
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The gas network is approximately 4,322 km and as at 30 June 2006 the network had approximately 103,834 end users.

The electricity network comprises approximately 4,691 km of power lines and as at 30 June 2006 had 154,507 end users.
ActewAGL's networks (excluding Nowra) are requlated by the ICRC. The current regulatory period for the gas network
commenced on 1 January 2005 and extends to 30 June 2010, and the reguiatory period for the electricity netwaork
commenced on 1 July 2004 and extends to 30 June 2009. It is expected that the AER will assume respensibility for distribution
pricing fromn 1 January 2007,

{f} Gas Valpo - Chile

AGL currently owns 100% of Gas Valpo, the largest regional gas distributor in Chile. Gas Valpo now distributes and markets
natural gas tc almoest 41,000 customers in the Region V cities of Valparaiso and Vina del Mar, located in the coastal region west
of Santiago. These customers are supplied through a total of 505 km of gas mains owned and operated by Gas Valpo.

{g) Cawse Cogeneration Plant

AGL currently owns a gas fired cogeneration plant at Cawse, 55 km north west of Kalgoortie in WA. The plant supplies
electricity, steam and desalinated water to the Cawse nickel project, owned by OMG Cawse Pty Ltd. Electrical capacity of the
plantis 16 MW,

{h) Wattle Point Wind Farm

The Wattle Point Wind Farm is currently Australia’s largest wind farm and is located at Wattle Point, near Edithburgh on Scuth
Australia’s Yorke Peninsula.

The Wattle Point Wind Farm, developed by Southern Hydre and officially opened in June 2005, was purchased as part of AGL's
acquisition of Southern Hydro, in November 2005. The wind farm has 55 turbines with an aggreqate generating capacity of 91
MW. The Wattle Point Wind Farm is accredited under the MRET.

The Wattle Point Wind Farm witl be subject to the arrangements described in Section 7.3.

3.4 Strategy and outlook
(a) Alinta corporate strategy

Alinta has successfully executed a corporate strategy that has delivered year-on-year growth in shareholder returns of over
35% since listing on ASX. The three key elements of the strategy are to:

B continually optimise its business with a focus on its core competencies, which are:

- achieving sound operationat efficiency over a sustained period;

- maintaining effective cost management; and

— integrating acquired businesses which are complementary to Alinta’s existing businesses and skills;
B seek new growth opportunities as cutlined in paragraph 3.4(b) below; and

B deliver consistent year-on-year earnings growth, by minimising velatility of earnings, improving diversity of income streams
and seeking to increase shareholder returns.

(b) Growth opportunities

A key element of Alinta’s strategy is the pursuit of new growth opportunities. Alinta applies strict discipline in the types of
investments it targets and has shown in recent years that it wifl not undertake acquisitions if they cannot deliver sufficient value
to Alinta Shareholders.

Historically, Alinta’s acquisition strategy has focussed on Australian energy infrastructure assets. Alinta has had an excellent track
record of integrating such assets into its business and achieving ongoing synergies. Alinta will continue to consider and evaluate
such opportunities.

The operational and management expertise Alinta has deveioped from recent acquisitions can also be transferred to other forms
of infrastructure assets (such as water). Alinta is actively considering international opportunities in areas where stable legal
systems apply (in particular, the United Kingdom, although North America and Western Europe are also possibilities). Figure 3.10
sets out the range of services, market segments and geographical areas which Alinta intends to explore.
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Figure 3.10
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Alinta is continually assessing new acquisition prospects and, at any one tirme, Alinta will typically have several transactions at
varying stages of consideraticn which may or may not come to fruition. It is currently participating, or considering participating,
in several competitive bid processes for assets in Australia and overseas. Further acquisitions will be funded by the assumption
of additional debt and, for substantial transactions, an issue of additional securities. Any issue of securities is likely to be made by
way of placement, pro rata rights issue to existing shareholders, or a combination of the two.

{c) Recommended Proposal

Alinta believes that the Recommended Proposal will meet its strategic objectives. The AGL Infrastructure Assets are very
similar in nature to those currently within the Alinta portfolio, while provision of asset management services to these assets is
well within Alinta’s proven expertise. Following the implementation of the Recommended Proposal, New Alinta will become the
largest energy infrastructure utility and asset manager listed on the ASX, operating in almast every state and territory

in Australia.

The expanded group of assets is expected to deliver a number of benefits to New Alinta Shareholders, including:
M operational efficiencies and synergistic advantages;

8 increased earnings stability from New Alinta’s core assets as a result of greater geographic and asset diversification. This is
expected to improve the risk management profile of the enlarged New Alinta;

B enhanced credit profile as increased economies of scale in a wide variety of industries reduces exposure to any
specific market;

B more sustainable and stable cash flows as a result of the increased diversity of revenue streams;

W relative to that of its competitors a superior platform, to raise capital and allow New Afinta to pursue further opportunities
as a result of the enlarged scale and shareholder base;

B enhanced liquidity and financial flexibility to enable growth through development and acquisition;

B alarger and more skilled mobile workforce;

B a competitive advantage in meeting the market on price and timing, especially in periods of high demand; and

B greater capacity to manage risk whilst meeting customer requirements.
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{d) Alinta’s management experience

The performance of the AGL Infrastructure Assets wilt benefit from Alinta’s proven operational and management capacity and
Alinta’s ability to achieve ongoing synergies in the new and existing businesses. Alinta will leverage its existing flexible, scaleable
and efficient systems across the merged infrastructure business. This is an exercise that Alinta has completed successfully a
number of times, including following the acquisiticn and subsequent management of the following assets:

B UED and Multinet Gas;
B Ouke Energy’s Australian and New Zealand assets; and
B the DBNGP.

Alinta's approach to integrating acquired businesses relies on in-house expertise which ranges from identifying opportunities,
managing due diligence, managing the transition of ownership and managing the subsequent integration of people, systems,
pracesses and cultures.

Alinta has develcped robust internal models and management expertise to ensure that the businesses acquired are understood,
appropriate talent and expertise are retained, processes are streamlined and the acquired workforce is successfully integrated
into the Alinta culture. Alinta balances early realisation of synergies with business continuity, a focus on safety and retention of
intellectual capital.

In managing integrations, Alinta has demonstrated an ability to successfully manage relationships with its external and internal
stakeholders, while delivering outstanding returns to Alinta Shareholders.

(e) Infrastructure

Following implementation of the Recommended Proposal, New Alinta will hold assets combined from two quality and
complementary asset portfolios, comprising gas and electricity distribution, gas transmission and electricity generation assets
located across Australia, New Zealand and Chile. Alinta expects that the combined business will result in organic growth
opportunities to further increase capacity in gas pipeline networks which New Alinta will own or have an interest in. The diagram
below highlights the complementary nature of Alinta’s assets and the AGL Infrastructure Assets.
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Figure 3.11 Complementary assets
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Notes

1. Asar 31 July 2006, Alinta held a +4.3% interest in the DBNGP which will increase to 3 20% interest on completion of agreed capital contnbutions,
2. Pwnjarra cogeneration and the development rights similar to the Alcoa generation alhance in WA are owned by AlntaAGL. New Alnta wil initially hold a 67% interest in AlntaAGL.

AGL Energy has an option to increase as interest in AlintaAGL to 100% over 5 years.
3. An additional 431 MW is currently under construction or development.

4. The 10.25% of units in APT hekd by Aknta is the subject of Takeovers Panel proceedings as at the date of this Booklet as described in Section 3.2(d).

(f) Asset management

The combination of AAM and Agility will create cne of the largest energy infrastructure asset management companies in
Australia, managing approximately $14 billion of assets that span Australia. Key features of New Alinta’s asset management

capabilities are identified below.
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Figure 3,12 Asset management capabilities
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The combination of businesses will increase the scate and scope of assets under management which will increase AAM’s
competitiveness as an asset manager and provide the potential to attract an increased number of third party contracts.

In addition, the combination of businesses will result in enhanced growth opportunities, in particular, for managing large scate
infrastructure construction and maintenance projects utilising the increased resource pocl across markets with high levels of
demand {including WA and Queensland}. Locations of the combined asset management offices of AAM and Agility are
shown below.
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Figure 3.13 Complementary asset management offices

(g) WA Retail Business

As part of the Recommended Proposal, AGL Energy will initially acquire a 33% interest in AlintaAGL which will hold the WA Retail
Business. AGL Energy will have two options to acquire the remaining 67% interest over a five year period (either all at the end
of the five years or the first 17% after three years and the remaining 50% at the end of the five year period). If AGL Energy
does not exercise the option at the end of five years at the price set by New Alinta, New Alinta must acquire AGL Energy's
interest in AlintaAGL for the same price.

During the period of joint ownership of the WA Retail Business, New Alinta Co and AGL Erergy will operate the business
according 1o a Shareholders Agreement. Alinta believes that the structure of the sale of the WA Retail Business ensures that
Alinta Shareholders can still participate in the strong forecast growth potential of the business.

3.5 Integration and synergies

Following the successful completion of the Recommended Propesal, New Alinta intends to procure an immediate general review
of its structure and operations (including contracts with third party service providers). Proposals to improve performance
identified during the review would, subject to board approval, be implemented.

Alinta believes that cost savings and synergies of at least $55 million per annum (excluding CPl impacts) will be realised by
New Alinta upon cornpletion of the integration process, expected to be in the third year after Completion.

These cost savings and synergies will be primarily driven by the factors outlined below.
(a) Asset management

It is expected that the adoption of the AAM management methodology and model across the combined AAM and Agility
businesses will give rise to significant opportunities to rationalise operational resources and infrastructure. Specific commercial
saving opportunities are expected to arise from utiisation of AAM’s alfiance strategy for the delivery of operaticnal services, the
raticnalisation and consolidation of property and through improved procurement of goods and services.

The Australian Gas Light Company Scheme Booklet — Part 2

207



Page 134 of 457 Docld: SEI581032 ACN :115061 375

(b) Corporate

As a result of the Recommended Proposal, Alinta believes that there is cpportunity for New Alinta to extract synergies, remove
duplication and improve the combined business. In particular, Alinta believes that this can be achieved by:

W anintensive review of corporate resourcing, IT platforms, administration costs, property costs and management practices;
B reduction in the mid tiers of corporate management support in the various regional centres; and
B reduction in the strateqic planning and corporate support functions.

Alinta believes that significant opportunity exists to extract synergies from the combined infrastructure businesses to ensure
that it extracts maximum value for shareholders.

3.6 Board and management team
{a) New Alinta Board

The New Alinta Board will consist of a minimum of seven directors of whom at least three at the Transaction Implementation
Date must be acceptable to both Alinta and AGL. It is currently intended that the New Alinta Board would include the seven
existing directors of Alinta.

Details of proposed New Alinta Board members and their experience are set out below:
(i) Chairman and non-executive director:

JH (John) Poynton

AM, Citwa, BComm, SFFin, FAICD, FAIM

John Poynton, 54, is a co-founder and executive Chairman of Azure Capital. John is a non-executive director of Burswood
Limited-(appointed September 2004} and Multiplex Ltd (appointed October 2003), and Deputy Chairman of Austal Ltd
{appointed August 1998). '

John is a member of the Payments System Board of the Reserve Bank of Australia, Chairman of the West Australian
Museum Foundation and a member of the board of the Business Schoo! at the University of WA, where he also serves as
Adjunct Professor of Financial Services. John joined the Alinta Board in October 2000 and is Chairman of the Alinta Board's
Remuneration and Nomination Committee.

{ii} Non-executive directors

J H (John} Akehurst
MaA EngSc (Oxon), FiIMechE, FAICD -

John Akehurst, 58, is a non-executive director of CSL Limited (appointed April 2004) and Ceogee Resources Limited
{appointed March 2006). He is a consultant to RSA Consulting Pty Ltd and a senicr adviser to McKinsey and Company.

Jehn has 30 years operational and management excerience in the cil and gas industry. He is a former Chief Operating Officer
and Chief Executive Officer of Woodside Petroleumn Limited (Woodside) and a former non-executive director of Qil Search.

Johni is a director of the University of WA Graduate School of Management {appointed April 1995) and of Youth Focus
(appoinied September 1997).

John joined the Alinta Board as a non-executive director on 24 July 2006 and is a member of the Alinta Board's
Remuneration and Nominaticn Committee.

F E (Fiona) Harris
B Comm, FCA, FAICD

Fiona Harris, 45, is a professional non-executive director. Previously, she spent 14 years with a major chartered accounting
firm in Perth, San Francisco and Sydney. She was an Audit & Assurance partner in the NSW practice of that firm when she
retired in 1994, She is a director of AlL (appointed 12 August 2005), AFML {appointed 26 August 2005), Heytesbury Pty
Ltd (appointed 20 June 2005) and West Australian Symghony Orchestra Holdings Pty Ltd (appointed 30 October 2003).
Fiona is also President of the State Council of the Australian Institute of Company Directors and a member of its national
board (appointed 16 November 2005). She has been an Alinta Director since its incorporation in January 2000.
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Fiona was also previously & director of NM Rothschild & Sons {Australia) Ltd (appointed 3 September 2004 - resigned 7
July 2006), Portman Limited (appointed 19 December 2003 - resigned 12 April 2005}, Burswood Limited (appointed

1 August 2003 - resigned 3 September 2004), Evans and Tate Limited (appointed 12 September 1999 - resigned 15
August 2003} and HBF Health Funds Inc (appointed 19 December 1995 — resigned 25 October 2005). Fiona is Chairman
of the Alinta Board's Audit and Risk Managerment Committee.

T C(Tim) Healey
BEc, BLitt (Hons), PhD, FAICD

"Tim Healey, 62, was previously a director of United Energy Limited (appainted 23 October 1996 - resigned 23 July 2003}
and Uecomm Limited (appointed 5 August 2003 - resigned 16 July 2004). Tim has a background in finance, economic
policy and development banking. He has been a director of a number of companies and government corporations and was
appointed to the Alinta Board in February 2002.

Tirn is a member of the Alinta Board's Audit and Risk Management Committee.

TR (Tina) McMeckan
BSc, MBA, FAICD

Tina McMeckan, 56, has substantial energy market and utilities infrastructure experience, having served on the boards of a
number of energy corporaticns including United Energy Limited (appointed 11 December 2002 - resigned 23 July 2003),
Snowy Hydro Trading, the Westar and Kinetik Energy Group, Solaris Power and with the Victorian Government on energy
reform. Tina is Chairman of the Zoolagical Parks and Gardens Board in Victoria and the Centre for Eye Research Australia
Limited (appointed 24 September 2003). She is also a director of Nanotechnology Victoria Limited (appointed 4 February
2004), the Vision Co-operative Research Centre (appointed 9 August 2004}, the Ausindustry Research and Developrment
Board Funds Management Committee (appointed 9 May 2005} and Deacons law firm (appointed 1 January 2005). Tina
joined the Alinta Board in October 2003.

Tina is a member of the Alinta Board's Remuneration and Nomination Committee.

M J (Michael) Wilkins
BCom, MBA, DLI, FCA

Michael Wilkins, 49, is Managing Director of Promina Group Limited (Promina Group). He has over 25 years’ experience
in the insurance and financial services sector having been a director of Tyndall Australia Limited from January 1990
(Managing Director from April 1994) until the acquisition of that company by Promina Group in July 1999. He was
appointed Managing Director of Promina Group on 1 August 1999. Michael is currently a director and immediate past
President of the Insurance Council of Australia and is also a past director of {FSA,

Michael joined the Alinta Board in July 2005 and is a member of the Alinta Board's Audit and Risk Management Committee.
(iii) Chief Executive Officer:

R B (Bob) Browning
BSc, MBA, MSc

Bob Browning, 51, commenced as Chief Executive Officer of Alinta in March 2001. Bob is a member of the board of the
West Australian Chamber of Commerce and Industry (appointed 21 February 2002) and is a director of AIL {appointed 10
March 2004), AFML {appointed 21 July 2005}, the Business School at the University of WA (appointed 27 March 2006)
and Austal Limited (appointed 2 Septernber 20C3). Bob was also previously & director of Uecomm Limited (appointed 8
April 2004 - resigned 16 July 2004). Far further details of Bob’s management experience, see Section 3.6(b)(i).
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{b} New Alinta Co management team

The proposed New Alinta Co management team is comprised of experienced executives with extensive energy experience
across all aspects of the Australian energy industry. This experience has served Alinta Shareholders well, as Alinta had performed
successfully in WA for a long period before expanding its operations into the east coast within the last five years.

The Alinta management team is comprised of the following executives:
(i) RB {Bob) Browning - Chief Executive Officer (service 1 March 2001 to present)

Bob Browning has been the Chief Executive Officer of Alinta since March 2001, Since that time, Alinta has delivered
growth in annual total shareholder return in each reporting period. Under his managernent, Alinta has evolved into a leading
operator and part owner of over $8 billion in energy infrastructure.

Bob has over 13 years experience in the energy industry. Prior to joining Alinta, Bob worked for Aquila Inc (formerly
UtiliCorp United Inc. (Aquila)), a global energy and services company. Bob was with Aquila for eight years in such roles
as Director of Organisation Development, Director of Business Process Re-engineering, Director of Strategic Planning,
and Vice President of Human Resources in which he was responsible for activities associated with approximately 7,000
employees globally.

Prior to joining Aquila, he held a variety of sales, marketing, distribution and human resources related management roles
with Coca-Cola Enterprises over the course of his 16 years with that company.

Bob helds a Bachelor of Science from San Diego State University, a Master of Business Administration from the University
of Phoenix and a Masters of Science in Business Management from the Massachusetts Institute of Technology, Sloan
School of Management.

(ii) C C (Chris) Indermaur - General Manager Strategy and Development (service 29 October 2001 to present)

Chris Inderrnaur joined Alinta in October 2001, as General Manager Business Development and in 2003 was appointed General
Manager Strategy and Development. Chris has over 25 years of engineering, business and financial management experience.

Prior to joining Alinta, Chris worked for a number of Australia’s leading manufacturing companies where he held leading
engineering or commercial roles. These included Queensland Alumina, where he was Company Secretary, and Queensland Nickel.

Chris holds a Bachelor of Engineering (Mechanical) and a Graduate Diplora of Engineering {Chemical) from the Western
Australian Institute of Technology {(now Curtin University) and is a Fellow of the Institute of Engineers. Chris also holds a
Bachelor of Laws and a Masters of Laws from the Queensland University of Technology and a Graduate Diploma in Legal
Practice from the Australian National University.

(iii) S T (Stephen) Pearce - Chief Financial Officer {service 3 October 2005 to present)

Stephen Pearce was appointed Chief Financial Officer of Alinta in October 2005. He was previously Group Financial
Contraoller at Woodside Energy Ltd and has held senior financial positions with listed Australian resource companies (both
within Australia and Furope) over the past 15 years,

Stephen holds a Bachelor of Business (Accounting) from the Royal Melbourne Institute of Technology and & Graduate

Diplorma in Company Secretarial Practice. He is a Chartered Accountant and Chartered Secretary. -
(iv) M J {Murray) King - Company Secretary and General Counsel (service 24 March 1999 to present)

Murray King joined the Gas Corporation, Alinta’s predecessor, as Company Secretary and General Counsel in March 1999,
Prior to joining Alinta, Murray was Company Secretary of Westralian Sands Limited (now called lluka Resources Limited)
for three years. Prior to that, Murray worked with a series of publicly listed health care companies as General Counsel and
Company Secretary.

Murray has extensive experience in corporate restructuring, acquisitions and mergers, as well as corporate governance and
practice. Murray holds a Bachelor of Laws from the University of WA.
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(v} C A (Cathryn) Bibby - Chief Information Officer {service 30 June 2003 to present)

Cathy Bibby jeined Alinta as the Chief Information Officer in 2003. She was previously Chief Information Officer at National
Foods Limited, a national Australian dairy company, where she was responsible for strategy, delivery and support of ali
aspects of information technology to the business. Before that, Cathy worked for Mars Incorporated for 15 yearsina
variety of information technology roles across the Asia Pacific and Europe, including Asia Pacific T Services Director, Asia
Pacific Applications Manager, Program Manager Petfoods (Europe), as well as in other project and analytical roles. She has
also worked in marketing and sales, faunching new products tc market.

Cathy holds a Bachelor of Business with a major in accounting and law from Ballarat Univessity.
(vi) 1 5 {lan) Devenish - General Manager Energy Investments (service 19 January 1976 to present)

lan Devenish was appointed General Manager Asset Cwner Interface in 2003. lan was previcusly General Manager
Networks at Alinta. He has 30 years experience in the energy industry. His previous responsibilities cover a wide range of
activities including regulatory affairs, management accounting, information systems, and the managernent of FRC for
Alinta in WA,

lan holds a Bachelor of Business from Edith Cowan University and is an Associate Member of CPA Australfa.
(vii) L V (Linda) Dawson - General Manager Human Resources {service 2 February 2004 to present)
Linda Dawson joined Alinta as General Manager Human Resources in February 2004,

Prior to joining Alinta, Linda was Manager Human Resources with Wesfarmers Energy Ltd. She previously gained extensive
experience in all facets of human resource management, including organisational design, strategic and cuttural alignment,
corporate integrations and employee relations with leading resource companies, Mobil and Hamersley Iron.

Linda holds a Masters of Physical Education (Management and Administration) and a Bachelor of Physical Education
(Physiclogy and Psychology) from the University of WA, Linda is also invalved in executive advisory councils with the
Australian Institute of Management WA and the Australian Mines and Metals Association.

{viii) D J (Donald) MacKenzie — General Manager Energy Markets (service 6 December 1994 to present)

Donald MacKenzie was appainted General Manager Energy Markets in September 2005. Prior to this, he held the role of
General Manager Sales and Marketing at Alinta. Donald has over a decade of experience in the gas industry in both sales
and supply roles.

Before joining Alinta, Danald werked in the United Kingdom where he was responsible for streamlining operational activity
in a number of vertically-integrated manufacturing organisations. Donald has a Bachelor of Science (Chemistry) from the
University of St Andrews, a Master of Science (Manufacturing Systems) from Cranfield University and a Master of Business
Administration from the University of WA,

Donald is a director of REMCO (The Retail Energy Market Company) (appointed January 2003) and Energy Industry
Ombudsman (WA) Limited (appointed July 2004).

(ix) P W (Peter) Magarry - Chief Operating Officer, AAM (service 1 September 2003 to present)

Peter Magarry was appointed Chief Gperating Officer, AAM in January 2006. Peter was previously General Manager, AAM
- arole he held since joining Alinta in Septernber 2003. Prior to joining Alinta, Peter was General Manager of TXU Networks.

Peter holds an Australian Institute of Company Directors’ Diploma, as well as an Associate Diploma in Electrical Engineering
(Power} from Queensland Institute of Technology. He is also a director of the EPIC Industry Training Board in Victoria
(appointed in early 2006).

(x) JE {Jim} Hennessy - General Manager, Alinta Energy (service 15 September 1980 to present)

Jim was appointed General Manager, Alinta Energy in May 2004. Prior to this appointment, Jim held a number of senior
roles at Alinta, including General Manager Energy Supply and General Manager Regulatory Affairs and Supply. Prior to
7995, Jim's roles with Alinta’s predecessor organisation included power system planning, power procurement and power
station operations and maintenance.

Jim has a Bachelor of Engineering (Electrical} and Master of Business Administration, both from the University of WA.
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(c} Management capability

(i) Management of large transactions
Alinta's management team has demonstrated a consistent ability to successfully manage large transactions while delivering
organic growth and ongoing optimisation of existing areas of business. This has included:

the 2003 Aquila transaction: Alinta acquired a strategic stake in and operaticnal rights for UED and Multinet Gas,
electricity and gas distribution businesses in Victoria. This complex transaction transforrned Alinta from a WA based

gas distribution/retail and LPG business to an expanded group that included asset management of electricity and gas
distribution networks in Victoria. This acquisition more than doubled the assets under Alintg’s management. Alinta has
since demonstrated an ability to substantially reduce costs in those businesses, while improving operational performance
and reliability of customer supphy;

the 2004 acquisition of Duke Energy’s power stations in Australia and New Zealand, as well as three Australian

east coast gas transmission pipelines, an associated interconnect hub and an Australian east coast wholesale gas
business for $1.69 billion. This transaction further diversified Alinta's business. Again, Alinta demonstrated the ability
to successfully integrate those businesses, crystaliising $30 million of annual cost savings within the first year of
integration, white maintaining reliable, safe and environmentally responsible operational performance. This included
realising synergies in the operational business as well as the enterprise support functions;

the 2004 acquisition (as part of a consortium) of DBNGP for $1.86 billion: Alinta assumed the operation and
maintenance cf the DBNGP on behaif of the consortium members and is also responsibte for management of the
major expansion of the DBNGP. Alinta was able to successfully manage the separation of the DBNGP and associated
staff from Epic Energy (WA} Transmission Pty Ltd (now known as DBNGP {WA)) and their subsequent integration
into Alinta. Again, Alinta was able to obtain merger synergies through combining fike functions, such as the east and
west coast gas transmission control rooms; and

the AlH PO: This demonstrated Alinta’s ability to separate management of infrastructure businesses from ownership,
without creating unnecessary duplication of corporate and operational roles and their related costs. The additional
value the market attributed to the former Duke Energy assets in the AIH IPO recognised the benehts Alinta was able
ta generate by finding synergies and reducing costs. The AlH IPO also demonstrated Alinta’s ability to be first to market
ahead of other similar fioats for SP AusNet and Spark Infrastructure.

Alinta has developed the core skills necessary to successfully manage these major transactions.

(ii) Management of contractual arrangements

Alinta has zlso developed and managed complex contractual arrangements with various partners for the provision of a wide
range of services across diverse assets. Alinta’s management expertise in this area has been demonstrated by:

Alinta’s performance to date;
Alinta’s relationships with its partners;
reports on asset performance; and

liaisons with management companies, asset owners and interfaces required to support these arrangements.

(iii) Organic growth

While growing by acquisitions, Alinta has also demonstrated organic growth through:

closing deals to build two 140 MW cogeneration units at Akoa’s Pinjarra refinery — unit 1 was commissioned in 2008,
while unit 2 construction is on schedule to commence operation during the fourth quarter of 2006, with final
performance tests due early in the first quarter of 2007. Each unit is expected to contribute an EBITDA of
approximately $20 million per annum;

proceeding with the $250 million stage 1 construction of a cogeneration facility at Alcoa’s Wagerup refinery which
comprises two 162 MW open cycle gas turbines (with 175.5 MW peak capability) - the project is underpinned by
capacity credits granted by the Independent Market Cperator for the supply of 357 MW of additional power capacity
to the South West Interconnected System. When on line in the fourth quarter of 2007, stage 1 is expected to
generate an EBITDA in the first 12 months of around $33 million;
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W consistently growing earnings from the WA retail gas market despite the intreduction of FRC in July 2004;

B successfully entering the WA contestable electricity market by selling the full capacity of the first two Pinjarra
cogeneration units, as well as the Alinta Wind Farm to cantestable customers (businesses consuming more than a
5.7 kW average load per year);

B successfully managing the $430 million stage 4 expansion of the DBNGP on schedule and to budget, notwithstanding
the tight construction market in WA;

B commencing FEED for the proposed stage 5 expansion of the DBNGP, which, at the date of the Alinta Scheme Booklet,

will see an increase in capacity to the pipe of approximately 100 TJ per day;

B achieving 16% growth in the throughput on the former Duke Energy east coast gas transmission pipelines during the period
in which Alinta owned the assets (between 23 April 2004 and 4 October 2005 when they were divested to AlH); and

B being awarded projects to deliver gas to two regicnal Victorian areas (South Gippsland, comprising five towns, and the
Yarra Ranges, comprising nine towns), under the Victorian Government’s Natural Gas Extension Program.

{d) Organisation-wide capability

The Alinta managernent team also has a strong focus on building organisation wide capability in optimising the assets under
managernent and the skills needed to deliver growth and value to Alinta Shareholders. Alinta does this through a number of
avenues:

M developing leadership capability within the crganisation through customised leadership and management programs;
B building employee alignment to corporate strategy and values through an organisation-wide program known as 1 Alinta;

8 building a streng performance and customer oriented employee base through investment in appropriate training and
development opportunities;

B implementing a business improvement philosophy within the organisation and developing employee skills in this area; and

executing initiatives and change management programs adopting a team based project approach that is balanced with both
operational and enterprise support function involvernent.

These initiatives are designed to ensure a sufficient and competent talent pool to enable Alinta to take advantage of growth
opportunities without jeopardising existing operations.
3.7 Corporate governance

Set out below is the approach that New Alinta Co will take in relation to corporate governance following the successful
completion of the Recommended Proposal.

The corporate governance policies of New Alinta will be substantially similar to Alinta's corporate governance policies which are
published on its website at www.alinta.net.au under the “Corporate Governance” tab.

(a) Composition of New Alinta Board
The proposed composition of the New Alinta Board on Completion is set out in Section 3.6(a}.
(b} Role of New Alinta Board

The New Alinta Board is the governing body of New Alinta. The New Alinta Board and New Alinta act within the framework of
the New Alinta Constitution, the Corporations Act and the ASX Listing Rules, together with any other policies and delegations as
determined by the New Alinta Board from time te time.

The New Alinta Board has the authority and the responsibility to perform the functions, determine the policies and control the
affairs of New Alinta.

The New Alinta Board must ensure that Alinta acts in accordance with prudent commercial principles, and strives to satisfy
shareholders, consistent with maximising New Alinta’s long term value.
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(c) Board Committees

To assist the New Alinta Board in fulfilling its responsibilities, the New Alinta Board will establish the following committees:
B Remuneration and Nomination Committee; and

I Audit and Risk Management Committee.

Each committee will have its own charter setting out its responsibilities, which will be published on Alinta’s website.

The intended roles and responsibilities of the committees will be as fO”O\:‘VST

(i) Audit and Risk Management Committee

The Audit and Risk Management Committee will consist of a minimum of three independent non-executive New Alinta
Directors, who will be appointed by the New Alinta Board.

The main responsibilities of the Audit and Risk Management Committee will be to assist the New Alinta Board in the
discharge of its responsibilities in the areas of:

financial reporting;
internal audit;
external audit;
risk management;

internal contral framewarks; and

ethical standards.

As part of its role in relation to financial reporting, the Audit and Risk Management Committee will be responsitle for reviewing
accounting policies, generally accepted accounting principles and Corporations Act and Listing Rules requirerments,

The Audit and Risk Management Committee will meet at least four times per annum and with the external auditor at least
twice per annum without management being present.

(ii) Remuneration and Nomination Committee

The New Alinta Board will establish a Remuneration and Normination Committee consisting of a minirmum of three non-
executive directors, the majority being independent directors.

In assisting the New Alinta Board to discharge its duties, the main responsibilities of the Remuneration and Nomination
Committee will be:

B (o ensure that human resources policies and practices are afigned with and support the strategic directions and
objectives of New Alinta;

W to assess the composition and viability of the New Alinta Board and its directors; and

B o make recommendations to the New Alinta Board regarding the appointment of directors of New Alinta Co,
the terms of employment and performance assessment of the Chief Executive Officer and the remuneration and
allowances paid to non-executive directors.

The Remuneration and Nomination Committee will meet at least two times a year or more frequently as required. -

. (d) Board Processes

The board processes of New Alinta Co willbe gove'rned t;y the constitution of New Alinta Co which is summarised in Section 3.9.
(e) Ethical Standards )

The New Alinta Board will adopt a Board Code of Conduct that deals with: e

B obligations under legistation;

B personal behaviour;
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b conflicts of interest;
B remuneration expenses and other benefits; and
b  information and records.

In addition, a New Alinta Code of Conduct will be adopted by New Alinta for employees (including New Alinta Directors) and
contractors of New Alinta to observe. It will provide guidance as to the standards of behaviour to be observed in carrying out
the business objectives of New Alinta. The basis of the Codes of Conduct will be to act with integrity, professionalism, fairness,
proper consideration and to avoid conflicts of interest. Copies of both Codes of Conduct will be available on Alinta’s website.

{f) Independent Professional Advice

The New Alinta Board will have a policy 1o enable New Alinta Directors to seek independent professional advice at New Alinta’s
expense. The New Alinta Board may review in advance the estimated costs for reasonableness, but will not impede the seeking
of advice.

3.8 Employees

Alinta believes that the Recommended Proposal presents significant cpportunity to combine the best performing elements of
each business and at the same time remove any duplication that may exist. On Completion, New Alinta will immediately conduct
an operational review across the combined business to ensure that resources are allocated efficiently and are managed in a

way that beth maintains continuity of business, safety and envirenmental performance and is able to capitalise on the current
market growth. Following the operational review, Alinta believes that there will be a reallocation of employees which may result
in some employees becoming redundant. Whilst opportunity will exist for some of these employees to be reallocated within the
business, it is not expected that there will be sufficient opportunities for all employees. Alinta notes, however, that it has been
very successful in retaining experienced and talented employees from the companies and assets it has acquired over the last
four years. Alinta expects that the number of employees that will be made redundant will be in line with the estimates made in
Figure 4.14 in Section 4.

3.9 Constitution of New Alinta Co and rights attaching to New Alinta Shares

As an Australian public company registered under the Corporations Act, New Alinta Co has adopted a constitution in substitution
for the replaceable rules in the Corporations Act. Approval of the Schemes will result in Alinta Shareholders becoming New
Alinta Shareholders who will be, as New Alinta Shareholders, bound by the terms of the New Alinta Constitution. Under the
Corporations Act, a special resolution (at least 75% of votes cast in favour of the resolution) of shareholders is required to alter
the New Alinta Constitution.

New Alinta Shareholders should note that the provisions relating to the Gas Corporation (Business Disposal} Act 1999 (WA)
relating to the location of Alinta’s head office and registered office and residency requirements for a majority of the directors of the
Alinta Board which are set out in the Alinta Constitution have not been included in the New Alinta Constitution, however, Alinta has
no intention of moving the Alinta head office. Some important features of the New Alinta Constitution are surmmarised below:

{a) Directors

The New Alinta Constitution sets out the rights and obligations of the New Alinta Directors and officers of New Alinta Co,

including:

M the appointment, election and removal of directors and company secretaries (the New Alinta Board must comprise at least
four directors who are appointed for terms not exceeding three years and are eligible for re-appointment);

W the remuneration of New Alinta Directors {an aggregate of $1.5 million for the remuneration of nen-executive directors
is provided in the New Alinta Constitution and the New Alinta Board has the power to fix the remuneration of each
executive director);

B the powers and duties of New Alinta Directors; and

W the right of New Alinta Directors and auditors tc be indemnified (subject to statute) against all liabilities incurred as a
director or auditor of New Alinta Co, and the right of New Alinta Co to maintain insurance in respect of directars
and auditors.
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New Alinta Directors are not required to hold any securities in New Alinta Co. Nominations to the pasition of director must be
received by the company at least 35 Business Days before the general meeting, except in the case of New Alinta Directors
standing for re-election. :

Quorumn for a board meeting is four directors, unless the New Alinta Board decides otherwise. Resolutions at a meeting of
directors are to be decided by a majority vote where the chairman {provided that the chairman and more than two directars are
entitled to vote) has a casting vote.

(b) General meetings and voting

General meetings of New Alinta Co are to be held in accordance with the Corporations Act, and each New Alinta Shareholder will
be entitled to receive notice of a general meeting, and financial and directors’ reports, in accordance with the Corporations Act
and, except in certain circumstances, attend and vote at a general meeting of New Alinta Co. The quorum required for a meeting
of shareholders is five shareholders present in person or by proxy, attorney or representative entitled to vote or the number of
members of the company (whichever is the lesser).

Voting at any meeting of shareholders is by a show of hands {unless a polt is demanded). Each shareholder has one vote on
a show of hands, and one vote for each fully paid share on a poll, or for a partly paid share, a fraction of a vote equal to the
preportion which the amount paid on the share bears to the total issue price of the share. A poll may be demanded by the
chairman of the meeting, or by at least five shareholders entitled to vote, or by shareholders entitled to cast at least 5% of
the votes.

{c) Share capital and variation of rights

Subject to the Corporations Act and Listing Rules, the New Alinta Board may issue, grant options gver or otherwise dispose
of unissued shares on the terms and with the rights deterrined by the New Alinta Directors. The New Alinta Board may issue
preference shares, including shares which are liable to be redeemed, in New Alinta Co.

New Alinta Co may issue Converting Shares in connection with the Recommended Proposal. The New Alinta Constitution states
that each New Alinta Shareholder and each Converting Shareholder consents to and approves the Buy Back of the Converting
Shares and appoints AGL and any of its directors as its attorney and agent for the purposes of approving the Buy Back and
executing any decuments necessary or desirable to give effect to the Buy Back.

If the capital of New Alinta Co is divided into different classes of shares, the rights attached to any class of share may only
be altered with the written consent of the holders of 75% of the issued shares of the affected class, or by special resolution
passed at a separate meeting of the holders of shares of the affected class.

(d) ‘Dividends

Subject to the Corporations Act and the New Alinta Constitution, the New Alinta Board may declare any dividend it thinks
appropriate and fix the time and method of payment. Dividends may be paid in ¢ash or by distribution of specific assets,
including securities in anather corporation. Subject to the terms of issue of shares, all fully paid shares of a particular class on
which any dividend is declared or paid are entitled to participate in the dividend equally, and partly paid shares are entitled to
participate in proportion to the amount for the time being paid relative to the total issue price of the shares.

(e} Transfer of shares

New Alinta Shareholders may transfer shares in New Alinta Co in accordance with the ASTC Settlerent Rules or by providing

a document of transfer to the address of the registered office or register. Where permitted by the Listing Rules or ASTC
Settlemment Rules, the directors may refuse to register a transfer of shares, in which case notice of the refusal and reasens for it
must be given to the lodging party by New Alinta Co within five Business Days after the date on which the transfer was lodged.

(f) Unmarketable parcels

New Alinta Co may, consistent with the Listing Rules, give notice to shareholders who hold shares which would not constitute a
Marketable Parcel setting out its intention to sell the shares on behalf of the shareholder. New Alinta Co will pay the costs of the
sale and the proceeds of the sale are held on trust for the former shareholder, to be paid at that former shareholder’s direction.
The notice must set a period of at Jeast six weeks within which the New Alinta Shareholder can notify New Alinta Co that they
wish to retain the shares. If a New Alinta Shareholder notifies New Alinta Co that they wish to retain the shares, New Alinta Co
will not sell the shares.
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{g) Winding up

If New Alinta Co is wound up, ali fully paid shares are entitled to share equally in any surplus assets of New Alinta Co after
payment of its debts. A liquidator, by approval of a special resclution of New Alinta Shareholders, may distribute New Alinta

Co’s assets (in kind) among the New Alinta Shareholders and determine how tc divide assets as between the shareholders and
different classes of sharehclders. A liquidator cannct compel a shareholder to accept any securities in respect of which there is a
liability as part of a distribution of the assets of New Alinta Co.

{h} Stapling

The New Alinta Board may by written notice (which may be given to the members affected or in a document given to ASX or
ASIC, or the terms of an agreement with ancther stapling entity) declare that some or all shares, or other securities in New
Alinta Co are "stapled” to specified securities or financial products (together referred to as securities) issued by an entity that
is referred to as a stapling entity. From the date specified by that declaration and until destapfing occurs, the stapled securities
can only be transferred or otherwise dealt with together. New Alinta Co is appointed irrevocably as agent and attorney of each
member to sign any document or do anything New Alinta Co reasenably considers to be necessary or desirable to implement
a stapling proposat or to un-staple a security in New Alinta Co. As agent and attormney it may also receive and apply returned
capital or redemption proceeds to apply for a security in New Alinta Co and apply for a security in another stapling entity and
consent to be bound by the constitution ¢f any stapling entity.

To the extent permitted by law, New Alinta Co must cooperate with each other stapling entity in everything relating to the
stapled securities and New Alinta Cc, and the activities of New Alinta Co in relation to the stapled securities are to take into
accouni the stapling. The New Alinta Board may cooperate with any other stapling entity to facilitate the operation of the
stapling entities as an econamic entity for the benefit of members and of holders of securities in each stapling entity. For
instance joint meetings of members of each stapling entity may be held.

Destapling occurs so that stapling automatically ceases for stapled securities if the stapled securities cease to be transferable
together or the members determine, by special resolution, that the stapling ceases.

In addition to the rights summarised above, the rights attaching to New Alinta Shares arise from a combination of the
Carporations Act and the common law.

A copy of the New Alinta Constitution may be obtained from Alinta's website or by calling Alinta‘s Information Line on
1800 605 793 {within Australia) or +61 3 9415 4313 (international).

3.10 Ranking of New Alinta Shares

The New Alinta Shares to be issued pursuant to the AGL Scheme will be fully paid ordinary shares and will rank equally in all
respects with the existing New Alinta Shares.

3.11 New Alinta Director Indemnities
(a) Directors’ deeds of access, indemnity and insurance

New Alinta Co will enter into a deed of access, insurance and indemnity with each of the New Alinta Directors. In summary, it is
anticipated that each deed will provide for the following:

B New Alinta Co must indemnify the New Alinta Director to the fullest extent permitted by law against any liability
incurred by the New Alinta Director as an officer of New Alinta Co or an officer/trustee cf a relevant entity. A relevant
entity includes any corporation or trust of which the New Alinta Director is an officer/trustee, having been nominated
or appointed to that position by New Alinta Co. The indemnity covers legal costs incurred by the New Alinta Director in
defending proceedings, to the extent permitted by law;

B if New Alinta Co is notified of a claim, demand or legal proceedings against which the New Alinta Director may be entitled
to be indemnified, New Alinta Co, to the exterit permitted by law, rust advance monies to the New Alinta Director
sufficient to discharge legal costs incurred by the New Alinta Director in defending or dealing with such claim. The New
Alinta Director is not obliged to repay the loan, subject to any agreement between New Alinta Co and the New Alinta
Director, if New Alinta Co may lawfully indernnify the New Alinta Director for the legal costs;
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B it is anticipated that the New Alinta Director is to be insured under an insurance policy for liability incurred by the New
Alinta Director as an officer of New Alinta Co or an officer/trustee of a relevant entity during the New Alinta Director’s term
of office and for seven years after that;

B the New Alinta Director has a right of access both while in office and after ceasing to be a New Alinta Director, for
permitted purposes, to Board papers and other documents; and

B subject to prior written approval of the chairman of the New Alinta Board, the New Alinta Director may obtain independent
professional advice to assist the New Alinta Director in the proper exercise of powers and discharge of duties as a New
Alinta Director at the cost of the company. '

(b} Indemnities for New Alinta Directors under Constitution

The indemnification of New Alinta Directors by New Alinta Co under its constitution is summarised in Section 3.9.

3.12 New Alinta Share Plans and New Alinta EOP

(a) New Alinta Share Plans

New Alinta Co proposes to adopt a New Alinta Share Plan for employees based in Australia, being the Deferred Employee Share
Plan (New Alinta DESP). In addition, New Alinta proposes to operate a New Alinta Share Plan for employees based in New
Zealand, being the New Zealand Employee Share Plan (New Alinta NZESP) {the two new plans collectively being the New
Alinta Share Plans).

Under the New Alinta DESP, New Alinta Shares acquired for participating employees will be held on their behalf by the pian
trustee. Under the New Alinta NZESP, New Alinta Shares provided to a participating employee will be registered in the name of
the relevant employee. The employee will be subject to a prohibition on trading the New Afinta Shares while they remain in the
New Alinta NZESP.

In the case of each of the New Alinta DESP and New Afinta NZESP, a participating employee will not be entitled to withdraw
their New Alinta Shares from the plan within 12 months from when the New Alinta Shares were first allocated to the
participating employee, except in limited circumstances.

All plan participants under the New Alinta Share Plans will be entitled to vote and to receive dividends while the New Alinta
Shares are held in the relevant New Alinta Share Plan.

New Alinta Co's intention is that following implementation of the Recommended Proposal, New Alinta Co will use the New Alinta
DESP and the New Alinta NZESP as employee incentive plans to make offers of New Alinta Shares to eligible employees.

(b} New Alinta EQP

New Alinta Co proposes to adopt a new executive option plan under which options to acquire New Alinta Shares (New Alinta
Options) will be offered to executives in accordance with the remuneration policy {New Alinta EOP).

The exercise of New Alinta Options under the New Alinta EOP will be subject to the satisfaction of performance hurdles. The
New Alinta Options will become exercisable in certain circumstances (regardless of whether the performance hurdles have

been satisfied). These circurnstances include where the New Alinta Board determines that there are circurmnstances which have
occurred or are likely to occur which will result in significant changes to the structural control of New Alinta which may adversely
affect the rights of holders of New Alinta Options or the value of New Alinta Options.
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4 Financial information on New Alinta

Note to AGL Shareholders. This Section has been drafted by Alinta and Alinta takes responsibility for it, other than Figure 4.6 and
the footnotes to that figure in Section 4.4(b), Section 4.4(c), Section 4.4(d) and Figure 4.7 and the footnotes to that Figure in
Section 4.4(e}).

4.1 Summary financial outcomes

This Section provides relevant financial information for Alinta Shareholders to consider when assessing the Alinta Scheme,
including forward looking statements. AGL Sharehelders should refer to the caution included in the Important information
section of this Booklet in relation to forward looking statements.

Pro forma forecast earnings provided in this Section do not represent forecast reported earnings for New Alinta Co. All forward
looking information in this Section assumes that the aquisition of the AGL Infrastructure Assets and the other proposed
transactions described in Section 6.2 take place on 1 January 2006. This notional transaction date facilitates the provision of
pro forma forecast earnings for two full years and therefore enables 2 meaningful comparison of financiat performance under
the revised ownership structure. If the Recommended Proposal occurs on 1 October 2006, then the New Alinta Co forecast
NPAT for the full calendar year 2006 is provided in Figure 4.12. To the extent that the actual acquisition date varies, the actual
profit attributable to members of New Alinta Co may also vary considerably.

Assuming the Alinta and AGL Schemes and Buy Back are approved, New Alinta Co is forecasting an increase in normalised EPS
for Alinta Shareholders following the first full year of operations. The impact on normalised EPS and DPS for the years ending 31
Decernber 2006 and 2007, based on an assumed acquisition date of 1 January 2008, is set out in Figures 4.1 and 4.2 below.

The Australian Gas Light Company Scheme Booklet — Part 2 Bl

2

-

|

9



Page 146 of 457 Docld: SE1581032 ACN :115 061 375

Figure 4.1 Pro forma forecast earnings per share

Pro forma Pro forma
Year ending 31 December 2006 Year ending 31 December 2007

NPAT attributable to members of Alinta

(% inmillions)? 1358 1545
Alinta basic EPS (dollars)? 0.51 0.56
Alinta diluted EPS (dollars)* 0.49 0.54
NPAT attributable to members of New '

Alinta Co ($ in millions)2? 260.1 2999
New Alinta basic EPS (dollars)s 052 0.59
New Alinta diluted EPS (doilars)® 0.51 0.58
EPS Accretion (dollars) 0.02 0.04
EPS Accretion (%) 4.1% 7.4%

Motes:

1 Refer o Figure 4 3.

2 Refer to Figure 4 8.

3 The NPAT shown in the table above excludes casts (after tax) of $44.6 millon and $1.4 million, for the years ending 31 Decernber 2006 and 2007 respectively. In 2006,
these after tax costs primarily relate te restructuring ($29 6 million), end expensed transaction costs ($15 0 millken}. These have been remaved to show EPS on a normalised
basis in both periods.

4 The assumed weighted average number of shares held in Ahnta is 266.9 million and 275.9 mullien on an undiluted basis at 31 December 2006 and 31 December 2007
respectively, and 275.0 millon and 283.9 milien on a diluted basis at 31 December 2006 and 31 December 2007 respectively.

S The assurmed weghted average numnber of shares held in New Abnta Co is 498 4 million and 509.4 millon on an undiuted basis at 31 December 2006 and 31 Decemnber 2007
respectively, and 506.4 mihon and 517.4 milion on a diuted basis at 31 December 2006 and 31 December 2007 respactively,

Figure 4.2 Pro forma forecast declared dividends per share :

: Pro forma Pro ;forma
Year ending 31 December 2006 Year ending 31 December 2007

Alinta DPS {dollars) 0.46
New Alinta Co DPS (dollars) 0.50
DPS Accretion (dollars) 0.04
DPS Accretion (%) 8.7%

4.2 Overview of financial information

The fallowing financial information is to assist AGL Shareholders to assess the AGL Scheme and the Buy Back and understand
the impact that voting in favour of the AGL Scheme will have on them.

The AGL Infrastructure Assets forecast information contained in Section 4.4 should be read in cenjunctien with the limitations
explained in 'Preparation of, and responsibility for, this Booklet’ contained within the Important information’ section of this
Booklet.

All inancial information is presented in accordance with AIFRS.

This Section contains the following financial information:

(a) Alinta (Section 4.3)

@ Pro forma historical income statements for the year ended 31 December 2005;

B Pro forma forecast income statements for the years ending 31 December 2006 and 31 December 2007; and

B Pro forma balance sheet as at 30 June 2006.
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(b) AGL Infrastructure Assets (Section 4.4)

B Pro forma historical income statements for the years ended 30 June 2005 and 30 June 20086;

B Pro forma forecast income statement for the year ending 30 June 2007; and

B Pro forma balance sheet as at 30 June 2006.

(¢} New Alinta Co {Section 4.5)

B Pro forma forecast income statements for the years ending 31 Decermber 2006 and 31 December 2007; and

B Proforma balance sheet as at 30 June 2006.

(d) Description of synergies and restructure cost (Section 4.6)

B Forecast cost savings and synergies together with forecast restructuring costs and synergy related capital expenditure.

The financial information in this Secticn should be read in conjunction with the risks described in Section 5 and other information
contained in this Booklet.

The financial information contained in this Section has been presented in abbreviated form. It does not contain all the disclosures
wsually provided in an annual report prepared in accordance with the Corporations Act.

Risks surrounding forward looking statements are detailed in “Forward looking statements” contained within the important
information section of this Booklet .

The Alinta Directors’ forecasts should be read in conjunction with the assumptions upon which they are based in Sections
4.3(d), 4.4(d), 4.5(c) and 4.6 and the risks described in Section 5.

4.3 Financial Profile of Alinta
(a) Basis of preparation for Alinta financial information

(i) Alinta historical financial information

The pro forma historical financial information has been derived from the audited or reviewed financial statements of Alinta
which have been adjusted for certain pro forma adjustments detailed in Figure 4.5, including the full year impact of the
separate listing of AlH as if it had occurred on 1 January 2005.

(ii) Alinta forecast financial information

The pro forma forecast financial information for the years ending 31 December 2006 and 31 December 2007 have been
prepared for illustrative purposes for use in this Booklet only. The pro forma farecast financial information is based on
circumstances at the date of the Alinta Scheme Booklet and an assessment of present economic and operating conditions,
and on a number of assumptions regarding future events and actions.

(iii) Alinta’s accounting policies

The AIFRS accounting policies adopted by Alinta in the preparation of the financial information for the years ended 31

December 2005 to 31 December 2007 are set out in Alinta’s financial report for the year ended 31 December 2005
a3t www.asx.com.au.

{b) Alinta pro forma income statements .
The historical and forecast Alinta pro forma income statements are surmmarised in Figure 4.3.

The pro forma histarical income statements have only been included to an EBIT level as the separate listing of AIH in Octaber
2005 has resulted in changes to the funding structure and asset profile of Alinta.
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Figure 4.3 Alinta pro forma income statements

$ in millions I

n " +
Pro forma historical Pro forma forecast Pro forma forecast
results results : results

Year ended Year ending | Year ending
31 December 2005"? | 31 December 20067 | 31 December 2007

Sales revenue from ordinary activities .

Energy Markets 579.0 687.0 8196
Wesfarmers LPG 748 56.7 63.3
Energy Distribution 1276 1276 127.0
Asset Management Services 471.5 5393 565.4
Power Generation 0.7 531 149.2
Other income (unallocated) 35 28 6.1
Intersegmental eiiminations (233.3) (259.5) (387.5)
Total revenue from ordinary activities 1,023.8 1,207.0 1,343.1
EBITDA

Energy Markets 453 63.9 625
Wesfarmers LPG 31.3 203 293
Energy Distribution 927 89.2 889
Asset Management Services 626 74 826
Power Generation (2.8) 13.9 43.6
Other (40.8) (47.2) (49.3)
EBITDA from ordinary activities 188.3 2142 257.6
Share of net profits of associates 11.3 83 7.1
Preference dividend income 16.3 16.3 16.3
Total EBITDA 2159 2388 281.0
Depreciation and amortisation (28.0) (38.4) (49.3)
EBIT from continuing operations 187.9 200.4 231.7
Net interest expense i (16.6) (12.0}
EBT 183.8 219.7
Income tax benefit/{expense) (48.0) (65.2)
NPAT 135.8 154.5
Qutside Fquity Interest - -
Profit attributable to members of Alinta 135.8 154.5

Notes:

1 Refer to detadl of pro forma adpstments at Figure 4.5,
2 Excludes non-recurning tems included within Figure 4.12.

3 The pro farma historical income statements have anly been inciuded to an EBIT level as the separate listing of AlH in Qctober 2005 has resulted in changes to the funding structure

and asset profile of Alinta.

(c) Commentary on Alinta results - year ended 31 December 2005

(i) Energy Markets

Revenue growth of 22% was driven by WA retail sales, and in particular:

B growth in gas customer nurmbers of 5% to 540,000 driven by a strong housing market;

® the retail gas business performance achieved a 6% increase in gas sales volumes to 50.8 PJ driven by an increase
in customer numbers and a colder than normal year; and
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B Alinta commenced supplying electricity into the WA retail market in July 2005 with power sourced from the Afinta
Wind Farm and standby arrangements prior to the first cogeneration unit at Pinjarra coming on line during the fourth
quarter of 2005, Alinta’s electricity base in WA grew to more than 1,000 customers during 2005.

The EBITDA margin fell frorm 9.8% in the year ended 31 December 2004 to 7.8% in the year ended 31 December

2005. EBITDA margins were impacted by the inclusion of $150.9 million (2004: $129.8 million) of revenue from the
wholesale supply of energy at an EBITDA loss of $12.1 million (EBITDA losses in the year ended 31 Decernber 2004 were
insignificant). The energy wholesale arrangements were put in place by the former cwners of the Duke Fnergy pipelings
{ncw owned by AlH). The EBITDA loss arises mainly from lower than anticipated gas sales growth from the Tasmanian

gas reticulation network. The Tasmanian pipeline capacity sales were consistent with Alinta’s expectations and plans have
been implemented to reduce the size and duration of these losses. Excluding the impact of this wholesale agreement, retail
EBITDA margins remained stable at 9.9%.

(ii} Wesfarmers LPG

The WLPG Sales Agreement operated on revised terms from 1 July 2005, Revenues from the WLPG Sales Agreement
fell by 14.4% to $74.8 million in the year ended 31 December 2005 reflecting a 30% reduction in LPG production to

221,000 tonnes, partially offset by the continued strength in world LPG prices {(average price per tonne of U5$433 in
2005 compared with US$350 in 2004).

The EBITDA contribution increased to $31.3 million for 2005. The EBITDA margin of Wesfarmers LPG was 42% on revenue
of $74.8 million.

(iii) Energy distribution
The performance of the WA gas network was driven by the same trends as the energy markets segment. Revenue growth

of 4.5% was underpinned by growth in volumes of 4.9% to 32 PJ, with the associated tariffs governed by a Regulated
Access Agreement.

EBITDA margin improved from 70% to 73% reflecting the relatively stable cost structure of the business.

(iv) Asset management services

Asset management continued to be a major growth driver for Alinta with revenue increasing 26% to $471.5 miflion.
Revenue growth was underpinned by a number of new projects alongside the ongoing maintenance requirements:

B AAM has developed and is managing the Stage 4 expansion project of the DBNGP. This $430 rillion expansion aims
to increase the throughput of the pipeline by more than 100 TJ/day. At present the project is tracking in line with cost
and time budgets. A further $1 miflion has been committed to the front end engineering and design of a potential
Stage S expansion program that could see approximately $1.5 biilion spent expanding the pipeline’s capacity by 375
Tl/day; and -

M APS has been managing the construction of the cogeneration plants at Pinjarra. The status of these projects is
discussed in Section 4.3(c)(v).

The EBITDA margin remained stable at 13%.

(v) Power generation

The financial performance of the power generation segment is driven by Alinta’s cogeneration plants currently located at
Alcoa’s Pinjarra alumina refinery. The first 140 MW cogeneration plant commenced generation during the fourth quarter of
2005. Steamn is also now being supplied to Alcoa. As the commissioning process is fully complete, Alinta intends to run the
plant at full output.

Given the focus on construction rather than operating activities during 2005, the earnings impact of power generation was
minimal, with revenue of $0.7 million and an EBITDA loss of $2.8 million. The EBITDA result includes a $2.5 million write
down of a compresser unit purchased for the Alcoa generation project.

(vi) Other income/EBITDA

Cther income/EBITDA primarily relates to corporate costs. The expenses in the year ended 31 Decernber 2005 were
higher than other periods predominantly due to transaction costs arising on potential acquisitions and on the divestment
of AIH. Transaction costs (other than Recommended Proposal costs) of $13.5 million were expensed in the year ended 31
December 2005 (2004: $2.1 million).
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(vii) Share of net profits of associates
Alinta owns the following minority investments in infrastructure assets:

B 20% interest in AlH;

B 34% interest in UED;

B 20.1% interest in Multinet Gas; and

B investment in the DBNGP of 7.4% as at 31 December 2005 with commitments to increase the investrment to 20%.

In addition to the equity share of net profits from these investments, Alinta receives a $16.3 millicn preference dividend
from UED that is treated as interest revenue in the financial statements. For the purposes of the pro forma results, the
dividend has been separately disclosed within total EBITDA as it forms part of the base returns derived from UED. All
revenues from corporate, construction, operating and maintenance contracts associated with these assets are included in
Section 4.3{c)(iv) above.

{viii) Depreciation
Increased depreciation reflects continued capital expenditure across & number of key segments:

B expansion activities within energy distribution reflecting continued capital investment in the network primarily due to
new connections arising from the buoyant housing market in WA; and

W further investment and commissioning of the Alcoa cogeneration units from late 2005 onwards.
(d) Best estimate assumptions in the Alinta forecast

In forecasting earnings for the years ending 31 December 2006 and 31 December 2007 as disclosed in Figure 4.3, the Alinta
Directors have made the assumptions below. Actuals comparisons for the year ended 31 December 2005 are provided where
appropriate for comparative purposes.

(i) Revenue assumptions

Pro forma forecast Pro forma forecast
year ending year, ending
31 December 2006 31 December 2007

Actual year ended
31 December 2005

Energy Markets

Gas volumes sold (TJ) 50,770 53,556 55,545
New customer connections 19,085 19,652 17,435
Electricity sold (GWh) 655 1,763 2,588

Gas and electricity prices are consistent with the current regulatory price paths in Alinta’s energy markets with no significant

changes in 2006 and 2007

Wesfarmers LPG

Volume (tonnes) 221,000 164,571 180,102
Average effective A3/US$ exchange rate 0.76 0.74 0.74
LPG prices (average US$/tonne) UsS$433 Uss$510 Ussso7
Energy Distribution

Gas volumes (T 31,939 31,590 31,922
Average tariff (A$/GJ) 3.75 3.86 3.85
Power Generation

Output {GWh) - 879 2219

The power generation output assumptions are based on commissioning of the first cogeneration power station on
14 March 20086, the second power station on 1 February 2007, and a third power station on 1 October 2007.
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(i) Asset management revenue and operating expenditure assumptions

Operating expenditure and associated revenue relating to the operation, management and maintenance of the
infrastructure assets has been forecast on the basis of the ability to execute the operating plan to meet planned network/
generation availability and performance efficiency over the forecast period.

: (iii) Cost assumptions

The majority of gas/electricity costs are based on contractual commitments. Uncontracted costs reflect market prices which vary
from time to time with wages increasing by 5% per annum and cther expenditure increasing in line with CPl as detailed below.

(iv) Interest assumptions

Interest on Alinta Network Holdings” $570 million senior debt facility is assumed to be at effective rates of 6.0% and 6.2%
for the years ending 31 December 2006 and 2007 respectively, of which 80% is hedged throughout the forecast period.
Interest on the unhedged portion has been based on a rate of 5.75% plus a spread of 50 basis paints.

Interest on Alinta’s $240 million cogeneration construction facility is assumed to be at effective rates of 6.8% and 7.0%

for the years ending 31 December 2006 and 2007 respectively, of which 0% is hedged throughout the forecast period.
Interest on the unhedged portion has been based on a rate of 5.75% plus & spread of 110 basis points.

) Interest on excess cash is assumed te accrue at an average rate of 5.85%.

(v} AGL dividend

‘: The forecasts exclude dividend income from the temporary 19.9% investment in AGL and associated borrowing costs as
- neither will be relevant to earnings going forward.

(vi) Taxation assumptions

Taxation assumptions reflect a corporate tax rate of approximately 30.0%, including tax within the share of profits of equity
accounted associates.

{vii) Inflation assumptions

. . CPl of between 2.5% - 2.8% over the forecast period.

{viii) General assumptions

: The Alinta Directors have also made the following general assumptions for the Alinta forecasts in addition to those outlined above:

S [ ]

no changes of a material nature to Alinta’s accounting policies, the Australian Accounting Standards, Statements of

Accounting Concepts or cther mandatory professional reporting requirernents including Urgent Issues Group and the

Corporations Act which could have a material effect on Alinta’s forecast financial results;

no significant changes in legislation, regulatory requirernents, government policy, or to the political or economic
environment in Australia and New Zealand within which Alinta operates;

no significant industrial, contractual, competitive or political disturbances impacting Alinta and/or the continuity of its

operaticns;
no material environmental losses or material legal claims not previously recognised;
no significant change to the competitive landscape of the energy industry in which Alinta has an interest; and

no change in taxation legislation which will have a material impact on Alinta’s forecast financial results.

(e) Alinta pro forma balance sheet

Set out below is the pro forma balance sheet for Alintz as at 30 June 2006.
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Figure 4.4 Alinta pro forma balance sheet

$ in millions
[

Reviewed Alinta

30 June 2006

Pro forma Pro forma Alinta
Adjustments’ 30 june 2006

Current Assets
Cash 1675 5514 7189
Receivables 3537 (0.1) 3536
Inventories 92 - 9.2
Financial Assets 1,591.8 (1,591.8) -
Other assets 179 - 179
Total current assets 2,140.1 (1,040.5) 1.099.6
Non Current Assets
Receivables 1242 - 124.2
Equity accounted investments 2468 - 2468
Property, plant and equipment 9091 - 909.1
Goodwill/Distribution Licences/Other Intangibles 1229 - 1229
Financial assets 26 - 26
Deferred tax asset 3972 (39.2) -
Other assets 143 - 143
Total non-current assets 1,459.1 (39.2) 1,419.9
Total assets 3,599.2 (1,079.7) 2,519.5
Current Liabilities
Payables 125.8 (7.8) 118.0
interest bearing liabilities 1,265.5 (1,200.0) 65.5
Inceme tax payable 13 - ' 13
Provisians 724 - 72.4
Other 67.6 - 67.6
Total current liabilities 1,532.6 (1,207.8) 3248
Non Current Liabilities
Interest bearing liabilities B854.0 - 854.0
Provisions 30 - 30
Deferred tax liabilities 936 149 108.5
Other 32 - 32
Total non-current liabilities 8953.8 14.9 968.7
Total liabilities 2,486.4 (1,192.9) 11,2935
Net assets 1,112.8 113.2 1,226.0
Note:

1 Proforma adjustments have been made to remove the 30 June 2006 balances relating to Alinta’s 12.9% investment in AGL, as well as associated funding and deferred tax

balances, a5 if the investment had never been part of Alinta’s asset portfoko.
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(f) Reconciliation of Alinta reported NPAT to pro forma EBIT

The pro forma EBIT contained in Figure 4.3 has been shown on a normalised basis (i.e. to exclude the impact of acquisitions
and other adjustments). This is to enable AGL Shareholders to compare the normalised historical results of Alinta to the Alinta
forecast earnings contained in this Booklet.

Figure 4.5 reconciles Alinta’s audited NPAT to pro forma EBIT as stated in Figure 4.3 for the year ended 31 December 2005.

Figure 4.5 Reconciliation of Alinta reported results to pro forma EBIT

- Year ended 31 Decembefr 2005
Audited net profit after tax (NPAT)! 102.0

Add: income tax expense . 56.9
Add: borrowing costs 52.8
Profit before borrowing costs and tax 211.7
Pro forma adjustrments

Less: interest income? (219)
Add/ (Less): Other? (1.9)
Pro forma historical EBIT 187.9

Notes:
1 Audited NPAT (from continuing operations) extracted from the income statement within Abnta’s audited financial statements far the year ended 31 Decemnber 2005.

2 Reported profit from ordinary activities before borrowing costs and tax includes interest revenue. This revenue, with the exception of the UED preference dividend. has been
remaved to calcukate pro forma EBIT.

3 Other net normabsation adustments to EBIT include the following gross ups to reflect a full years impact of events occurning in the period including:
- as if Aknta’s interest in AIH had been 20% since 1 January 2005; and
- fees earned from managing and operating the AlH assets as if the operating arrangements and current gwnership structure had been in place from 1 January 2005,

4.4 Financial profile of AGL Infrastructure Assets

This Section provides a financial profile of the AGL Infrastructure Assets to assist AGL Shareholders in fully understanding their
imgact on Alinta’s inancial performance. The AGL Infrastructure Assets historical information has been included for comparative
purposes.

The AGL Informaticon, contained in this Section 4.4 has been provided to Alinta by AGL for the purpose of inclusion in this
section of this Booklet. AGL Energy is responsible for the AGL Information. Alinta has not audited, reviewed or independently
verified the AGL Information and disclaims responsibility for it.

The AGL Forecast Information, contained in this Section 4.4 has been provided by AGL for the purpose of inclusion in this
section of this Booklet. AGL Energy is responsible for ensuring that the AGL Forecast Information is not misteading or deceptive
in any material respect {(whether by omission or otherwise) and is respansible for the AGL Farecast Information. Alinta has not
audited, reviewed or independently verified the AGL Forecast Information and disclaims respensibility for it.

This Section 4.4 should be read in conjunction with the limitations contained in the fmportant information section of this Booklet
under the heading “Preparation of, and responsibility for, this Booklet™.

(a). Basis of preparation of AGL Infrastructure Assets financial information

(i) AGL Infrastructure Assets historical financial information

Pro forma historical financial information for the AGL Infrastructure Assets has been derived from information provided by
AGL, adjusted toreflect the historical impact of changes in operations, and the impact of significant one-off transactions.

(ii) AGL Infrastructure Assets forecast financial information

AGL have provided the forecast income statement for the year ending 30 June 2007. The key assumptions made by AGL
management and adopted in these forecasts are detailed in Section 4.4{d).

(b) AGL Infrastructure Assets pro forma income statements

The historical and forecast income statements of the AGL Infrastructure Assets are summarised in Figure 4.6. The pro forma
forecasts for the AGL Infrastructure Assets have been provided by AGL. These pro forma forecasts have been prepared after
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considering the actual operating results and trading conditions for the year ended 30 June 2006 of the AGL Infrastructure
Assets businesses that will be owned by New Alinta Co after the cormpletion of the Recornmended Proposal.

The pro forma forecast for the year ending 30 June 2007 includes the following key assumptions:

B all the AGL Infrastructure Assets currently owned by AGL are included in the pro forma financial forecast from 1 iuly 2006
to 30 June 2007; and

@ the pro forma income statements are presented before significant items, which for the 2006 financial year included costs
relating to AGL's Original Demerger Proposal, the AGL Takeover Bid, the Alinta Takeover Bid and the Recommended Proposal
and for the 2007 financial year, include costs associated with the Recommended Proposal.

Figure 4.6 ~AGL Infrastructure Assets pro forma income statements

Pro forma historical Pro forma historical Pro forma forecast

$ in millions results Year ended results Year ended results Year ending
30 June 2005 30 June 2006 30 June 2007
Revenue from ordinary activities
Gas Networks 3394 3279 3385
Electricity Networks 1991 209.0 2037
Agility 478.6 516.9 630.1
Power Generation’ 79 191 239
Gas Valpo 38.2 67.3 9.2
Other 11.1 ' Q.2 2.1
1.024.3 1.149.4 1,290.5
Less Intersegmental revenue (254.0} (295.7) (333.6)
Revenue from ordinary activities 770.3 853.7 956.9
EBITDA
Gas Networks 204 .4 192.6 2019
Electricity Networks 103.0 106.7 99.4
Agility 66.8 76.2 85.3
Power Generation' 56 146 213
Gas Valpo 85 203 216
Other 28 1.6 14
EBITDA from operating activities 3911 412.0 430.9
Share of net profits from
associates / partnerships
APT 19.2 218 193
ActewAGL 325 339 342
51.7 55.7 535
Total EBITDA 442.8 467.7 484.4
Depreciation and amortisation (113.1) (113.6) (125.4)
EBIT 3297 3541 3598.0
Note

1 Power generation inchudes the Cawse Cogeneration Plant and the Wattle Point Wind Farm, zcquired as part of the Southern Hydro acquisition on 30 November 2005. For the
purpose of this Booklet earnings from the Wattlke Point Wind Farm have only been included in the 20086 historical results from the date of acquisition

{c) Commentary on AGL Infrastructure Assets forecast

A discussion of the key factors impacting the pro forma financial forecast for AGL Infrastructure Assets is set out below.
Key assumptions for the year ended 30 June 2007 are set out in Section 4.4 (d)

IRR] The Australian Gas Light Company Scheme Booklet —~ Part 2
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(i) Gas Networks and Electricity Networks

The current requlatory pricing period for gas networks commenced on 1 July 2005, resulting in lower tariffs for the year
ended 30 June 2006 compared to the previous corresponding period. EBITDA in the 2007 financial year is anticipated to
be higher than the 2006 financial year largely due to tariff increases, higher volumes and lower operating costs.

The current requlatory pricing period for electricily networks commenced on 1 January 20086, resulting in lower tariffs, As
a result, EBITDA in the 2007 financial year is anticipated to be below the 2006 year.

(i) Agility .

Agility is anticipated to continue to grow during the forecast period due to sustained demand for its services driven by recent
acquisitions in Queensland and WA and the large capital expenditure programs of owners of energy infrastructure assets.

(iii) ActewAGL

The forecast contribution to AGL Infrastructure Assets from its 50% interest in the ActewAGL distribution partnership is
anticipated to be in line with the previaus year, with higher tariffs offset by a return to average weather conditions.

{iv) Gas Valpo
The increased EBITDA from Gas Valpo for the forecast year compared to the previous year is largely due to higher voiumes
purchased by a large industriat customer. The forecast also assumes gas restrictions consistent with the prior year levels.

(v) APT

The EBITDA contribution from AGL's 30% interest in APT is forecast to be kower than the previous year, mainly due to the
end of a favaurabie gas transmission contract and lower tariffs from the Amadeus Basin to Darwin pipeline, partially offset
by contributions from new contracts and investments. The forecast also includes an initial full year contribution from the
Murrayfink underground electricity transmission system acquired on 30 March 2006.

{vi) Power generation (contracted)

The forecast assumes the electricity output and green products in relation to the Wattle Peint Wind Farm is fully contracted
to AGL Energy, consistent with terms negotiated between AGIL. and Alinta,

The contribution from Cawse cogeneration in the forecast year is anticipated to be in line with the previous year.
2

(d) Key assumptions used in determining AGL iInfrastructure Assets forecasts
The AGL Infrastructure Assets inciude regulated infrastructure assets and Agility, which operates in a competitive market
segment. As a result, profitability and cash flow can be impacted by a range of factors. Future matters are, by their nature,
subject te signifiicant uncertainties, many of which will be autside the control of management. As & result, no assurance can
be given that the forecasts will be achieved. Key assurnptions used by AGL management in determining the forecasts for AGL
Infrastructure Assets contained in Figure 4.6 are set out below:

B transportation volumes, tariffs and cost of sales for Gas Networks and Electricity Networks are materially in accordance with
current regulatory determinations, adjusted for operating conditions experienced over the year to 30 June 2006;

B Agility’s existing customers are retained on their current terms, with anticipated growth in third party revenue following
recent acquisitions in Queensland and WA;

@ the operating results, cash flows, franking and financial position of non-controlled and non-publicly listed investments are in
line with the current estimates provided by the management of these businesses;

W the operating results, cash flows, franking and financial position of the 30% investment in APT are in line with market outlook
statements made by APT, but excluding any impact as a resuit of APT's takeover offer for GasNet announced on 22 August
2008;

B Gas Valpo in Chile continues supply ta its customers in line with current levels and prices;

W there is an average foreign currency exchahge rate of the Chilean peso relative to the Australian dollar of appraximately 377
Chilean pesos to the Australian dollar for the farecast period;
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business operating costs are consistent with those for the year ended 30 June 2006 (including no adjustment for the
financial impact of any employees whose positions may have becorne redundant following completion of the Recommended
Proposal); !

the AGL Infrastructure Assets corporate costs are consistent with an allocation of 30% of historic AGL Group cerporate
costs;

there is an average CPI of approximately 2.5% per annum for the forecast period;

no changes of a material nature occur to relevant accounting policies or to AIFRS, other mandatory . financial reporting
requirements applicable in Australia or the Corporations Act, in each case which could have a material effect on the AGL
Infrastructure Assets financial results, including cash flows;

ne significant changes oceur in legislation, requlatery requirements or government policy, or to the political or economic
environment in Australia or Chile that impact on the AGL Infrastructure Assets;

no significant industrial, contractual, competitive or political disturbances or other matters beyond management control
impact the AGL Infrastructure Assets and the continuity of their cperation;

nc material legal claims or liabilities arise that impact on the AGL Infrastructure Assets which have not previously been
recognised;

1

no significant changes occur to the competitive landscape of the Australian or Chilean energy industry; and

no change accurs in Australian taxation legislation or tax legislation in other jurisdictions which will have a material impact on
the financial results of the AGL Infrastructure Assets, cash flows and franking.

{e} AGL Infrastructure Assets pro forma balance sheet

Set out below is the pro forma balance sheet for AGL Infrastructure Assets as at 30 June 2006, which has been derived fram
Appendix 4E Preliminary Final Report released by AGL on 16 August 20086 to Alinta and information separately provided by AGL
management.
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S in millions

Current Assets

AGL Infr:astructure Assets

Pro forma
30 June 2006

Cash? 443
Receivables 1055
Inventories 46
Other assets 29
157.3
Non Current Assets
Receivables 222
Equity accounted investments? 786.7
Property, plant and equipment 36137
Goodwill and Intangibles 3505
Deferred tax asset 720
Other financial assets 179
Other assets 18.6
4,881.6
Total assets 5.038.9
Current Liabilities
Payables 74.7
Interest bearing liabilities’ 20058
Income tax payable 633
Provisions 256
Other 24
21718
Non Current Liabilities
Interest bearing liabilities® 1,1429
Cther financial liabilities 304
Provisions 236
Deferred tax liabilities 768.0
Cther liabilities 6.2
1,971.1
Total liabilities 4,1429
Net assets 896.0
Notes:

1

2

Net debi for the year ended 30 June 2006 has been agreed under the Merger implementation Agreement 1o be 53,104 miflion. This is the net debt figure at 30 June 2006

sphit between current ($2,005.8 million) and non current {$1,142.9 millon] less cash and cash equivalents ($44.3 mullion).

Equity accounted investments includes AGL'S S0% share of ActewAGL distnibution parteership ($556.2 millon) and AGLS 30% investment in APT {$230.5 méhon).
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4.5 New Alinta Co

(a) Basis of preparation of New Alinta Co financial information

The New Alinta Co forecast financial information has been prepared on a basis consistent with the assumptions in Section 4.3(d)
and 4.4{d} unless noted.

(i) New Alinta Co pro forma financial information

The pro forma income statements of New Alinta Co for the years ending 31 December 2006 and 31 December 2007
are based on the Alinta pro forma forecasts (per Figure 4.3), adjusted to reflect:

B Alinta purchasing the AGL Infrastructure Assets (as set out in the pro forma forecast income statement per Figure 4.6
adjusted 1o reflect alignment to a 31 Decernber financial year end), as if this had occurred on 1 January 2006;

® the amortisation of intangible assets arising on acquisition;
B forecast synergies and restructure costs per Section 4.6; and
B the sell down of 33% of Alinta’s interest in the WA Retail Business.

(ii} New Alinta Co pro forma balance sheet

The New Alinta Co pro forma balance sheet has been prepared from the Alinta pro forma balance sheet (per Figure 4.4)
adjusted to reflect:

W the acquisition of the AGL Infrastructure Assets {as set out in the pro forma balance sheet per Figure 4.7) and related
acquisition accounting entries; and

W the sell down of 33% of Alinta’s interest in the WA Retail Business.

(iii) Merger synergies and restructure costs

Included within the New Alinta Co pro forma financial information is an estimate of the synergies and cne-off restructuring
costs that are expected to arise following the Recommended Proposal.

For a further discussion of synergies and restructure costs refer to Section 4.6,
{b) New Alinta Co pro forma forecast income statement

Set out below is the pro forma forecast income statement for the years ending 31 December 2006 and 31 December 2007
for New Alinta Co.
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Figure 4.8 New Alinta Co pro forma income statement

Pro forma forecast results Pro forma f:urecast results
Year ending 31 December 2006 Year ending 31 December 2007

S in millions

Sales revenue from ordinary activities )
Energy Markets’ 766.3 810.8
Wesfarmers LPG 56.7 63.3
Energy Distribution® 671.1 ) 674.7
Asset Management Services? 1,108 1,2246
Power Generaticn® 60.2 156.2
Other income {unallocated) B.S 7.2
Intersegmental eliminaticns {(574.2) (721.1)
Total revenue from ordinary activities 2,096.7 2,315.7
EBITDA
Energy Markets' 87.2 84.4
Wesfarmers LPG 203 293
Energy Distribution? 3885 3915
Asset Management Services? 141.2 2248
Power Generation® 189 494
Other (62.8) (47.9)
EBITDA from ordinary activities 593.3 731.5
Share of net profits of associates® 62.1 63.8
Preference dividend income 16,3 16.3
Total EBITDA 671.7 811.6
Depreciation and amortisation (108.4) (128.4)
EBIT from centinuing operations 563.3 683.2
Net interest expense (262.4) (270.6)
EBT 300.9 412.6
Income tax benefit/(expense) (86.8) (116.9)
NPAT 2141 2957
Qutside Equity Interest 1.4 28
Profit attributable to members of
New Alinta Co 2155 298.5
Notes:

The AGL Infrastructure Assets are disclosed within the following segments:

1 Includes Gas valpo

Includes the NSW gas drstribution networks and Victorian electricity distribution networks (Solaris).
Includes Agility.

Includes Cawse Cogeneration Plant,

Includes 5C% interest in ActewAGL distribution partnership and 30% interest in APT.

[, T Sy W )
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Figure 4.9 Composition of New Alinta Co income statement

% in millions ) ) Year ending 31 December 2006 Year ending 31j December 2007
NPAT fromn Alinta per Figure 4.3 1358 1545
EBIT from AGL Infrastructure Assets 363.7 3644
Additional net interest expense (pre tax)’ (262.0} (275.0)
Degpreciation and amortisation (pre tax)y 46.2 4573
Synergies (pre tax)? 226 55.2
One off restructuring costs (pre tax)? (42.3) 1.9)
Expensed transaction costs (pre tax}* (15.0} -
Restatement of Wattle Point Wind Farm to

finance lease® 2.8 34
Income tax adjustment® (37.7) (50.2)
NPAT 214.1 295.7
QOutside equity interest’ 1.4 28
Pro forma profit attributable to

members of New Alinta Co 215.5 2085

Notes:

1 Interest expense incurred on the $3.1 bilien borrowings redating to the AGL Infrastructure Assets and a $247 millicn loan note facility with AGL Energy, a reduction in interest revenue
following a cash outlay of $572 million to acquire Alinta’s 19.9% nvestment in AGL, and the payment of associated transaction costs.

2 Depreciation rate adustments to abgn the rates of depreciation applied te the AGL Infrastructure Assets with Alinta accounting policies and to recognise depreciation and amortisation
expense on praperty, plant and equipment and finite life intangible assets recognised at fair value on acquisition of the AGL Infrastructure Assets by Alinta

Synergies and one off cost savings {pre tax), refar to Section 4.6.

Transaction costs required to be expensed in the peniod.

Restatement of Wattle Point Wind Farm to a finance lease receivable results in a reduction in EBITDA and depreciation which is more than offset by an increase in interest revenue.
Incomne tax adpstment for the AGL Infrastructure Assets operations and tax effects of pro forma adustments.

Allocaton of New Alinta Co profit/loss to outside equity interest representing AGL Energy’s 33% portion of AlntaAGL.

~ g B W

{c) Best estimate assumptions in the New Alinta Co forecasts
The key underlying assumptions for all Alinta and AGL Infrastructure Assets are as described in Secticns 4.3(d) and 4.4(d) respectively.

Forecast results for New Alinta Co for the years ending 31 Decernber 2006 and 31 December 2007 (New Alinta Co Forecasts)
incorporate forecast results for the AGL Infrastructure Assets based on financial information provided by AGL for the years ending
30 June 2006 and 30 June 2007 and forecast results for the 6 months ending 371 December 2007 as estimated by Alinta.

Forecast results for the AGL Infrastructure Assets for the & months ending 31 December 2007 have been prepared by Alinta on the
basis of publicty available information (including regulatory data) and industry knowledge, as well as the views of Alinta’s Directors.
Seascnality impacts have been estimated using histarical trends in order to align the forecasts to Alinta’s year end of 31 December.

The assumptions underlying the forecasts for the six months ending 31 December 2007 are provided below. The underlying
assumptions, upon which these key assumptions are based may not align with the forecast assumptions utilised by AGL in preparing
their forecasts for the year ending 30 June 2007, as the latter have not been provided to Alinta by AGL.

Alinta disclaims responsibility for the New Alinta Co Farecasts to the extent that they are based on any forecast information provided
by AGL which is misleading or deceptive in any material respect (whether by omission or ctherwise).

This Section 4.5 should be read in conjunction with the limitations contained in the Important information section of this Booklet under
the heading “Preparation of, and responsibility for, this Booklet”,

The key additicnal/adjusted assumptions applied in compiling the New Alinta Co forecasts are as follows:

B synergies and nen recurring restructure costs (refer to Section 4.6) are achieved/incurred. These are based on a full year effect of
those actions anticipated to take place in the first and second years;

B amortisation of $14.6 million in each of the years ending 31 December 2006 and 31 December 2007 relating to identifiable
intangibles recognised on acquisition;
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m alignment of depreciation rates for AGL Infrastructure Assets with Alinta’s accounting policies;

@ adjustments and reclassifications to reflect the Wattle Point Wind Farm arrangements described in Section 7.3 as a finance
lease under AASE 777 “Leases”,

@ interest on the $3.1 billion of AGL Infrastructure Assets borrowings acquired is assumed to be at the effective rate of 6.5% for
the years ending 31 Decernber 2006 and 31 Decernber 2007, of which 80% is hedged throughout the forecast period;

@ interest on the $247.C million loan note with AGL Energy is assumed to be at the effective rate of 9.8% for the years
ending 31 December 2006 and 31 December 2007, and is unhedged; and

W adjustment to AGL Infrastructure Assets forecasts to align New Alinta Co to year end of 31 December, effected by
adjusting for historically observed gas networks earnings seasonality being 45% for the six months to June and 55% for the
six months to December.

For the six months ending 31 December 2007, the following key additional assumptions have been made by Alinta in relation
to AGL Infrastructure Assets.

(i) Gas Networks and Electricity Networks

Pro forma forecast six ;’nonths
ending 31 December 2007 :

Electricity Volume (GWh) 2.166
Gas Volumes (P 53.5
Transportation tariffs are in accordance with current regulatory determinations with no significant changes expected in 2007.

(ii) Power Generation
Forecasts for Cawse Cogeneration Plant and Wattle Point Wind Farm are consistent with prior periods,

(iii) Energy Investments

Energy Investments includes investments in ActewAGL and ART. The forecast contribution from these investments for the
six months ending 31 December 2007 is detailed below.

Pro forma 'Foreca:st
six months ending 31 December 2007

ActewAGL - Equity accounted share of EBIT (50%) 200
APT - Equity accounted share of NPAT (30%) 99

4 millions

The key underlying assumptions for the period pricr to 30 June 2007 are included in section 4.4{d).
All other general assumptions are consistent with the year ending 30 June 2007,
(d)} New Alinta Co pro forma balance sheet

Set out below is the New Alinta Co pro forma balance sheet at 30 June 2006. The pro forma adjustments have been
summarised in the table below.
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Figure 4.10 New Alinta Co pro forma balance sheet

Fair Value |
. Pro forma Alinta Pro forma AGL Adjustments i Pro.forma New
$ in millions 30 June 2006° Infrastructure & Net Alinta Co 30
Assets? Consideration June 2006
Paid?

ASSETS
Current Assets
Cash 7189 443 (642.1) 1211
Receivables 3536 1055 - 4591
Inventories 9.2 4.6 - 138
Other Assets 178 29 (14.3) 6.5
Total current assets 1,099.6 157.3 (656.4) 600.5
Non-current Assets
Receivables 1242 222 - 146.4
Equity accounted investments 2468 786.7 - 1,0335
Property, plant and equipment 909.1 3,613.7 1265 4,6493
Goodwill and Intangibles 1229 3505 1,716.2 2,896
Deferred tax assets - 720 - 72.0
Financial assets 26 179 211.0 2315
Other assets 14.3 18.6 - 329
Total non-current assets 1,419.9 4,881.6 2,053.7 8,355.2
Total assets 2,519.5 5,038.9 1,397.3 8,955.7
LIABILITIES
Current liabilities
Payables 1180 747 - 1927
Interest bearing liabilities 6855 2,0058 (55.5) 20158
Income tax payable 1.3 63.3 {63.3) 13
Provisions 724 256 - 980
Cther liabilities 67.6 24 - 70.0
Total current liabilities 3248 2,171.8 (118.8} 2,377.8
Non-current liabilities
Interest bearing liabilities 854.0 11429 2470 2.2439
Provisions 30 236 - 26.6
Deferred tax liabilities 108.5 768.0 (4456} 4309
Financial liabilities - 304 - 304
Qther habilities 32 6.2 - 9.4
Total non-current liabilities 968.7 1,971.1 {198.6) 2,741.2
Total liabilities 1,293.5 4,142.9 {317.4) 5,119.0
Net Assets 1,226.0 896.0 1,714.7 3,836.7
Equity
Share Capital 941.4 - 25123 3,453.7
Retained profits & other reserves 2846 - (21.6) 263.0
Outside Equity Interest - - 1200 120.0

1,226.0 - 2,610.7 3,836.7
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Notes:

1 Refer to Fiqure 4.4,
2 Refer to Figure 4.7.
3 Represents:

- The recognition of the fair value of 100% of the AGL Infrastructure Assets by Alinta requinng adustments of $1,716.2 millon 10 goodwil and mtangibles, $337.5 milkon ta
PP&E and reduction in deferred tax liabilities ($445.6 mithon).

- Consideration of $642.1 milkon cash (inclusive of transaction costs) and the sale of 33% of the WA Retal Business to AGL Energy for a fair value of $367 million.
= Reduction in interest bearing habilities of $55.5 million ta reflect the conversion of the Alinta RePS$ to share capital

- Cash receipt of $63.3 mdhon which is used to settle the AGL Infrastructure Assels income tax liabidity.

« Recognition of $247.0 mihon loan notes payable to AGL Energy in relation to funding provided to the WA Retad Business.

- Reclassification of the acquired Wattle Point Wind Farm to a finance lease, requiring recogmition of 2 finance lease receivable ($211.0 millen), and 3 reduction in property, plant
and equipment of a corresponding amount.

{e} Gearing and interest cover ratios of New Alinta Co

Set cut below are gearing and interest cover ratios for New Alinta Co, based on the pro forma forecast income statements for
the years ending 31 December 2006 and 31 December 2007 and the pro forma balance sheet set out previously.

Figure 4.11 Gearing and interest cover ratios

” Pro fornf'na New Alinta Co
Gearing ratios (at 30 June 2006}

Net debt to net debt + equity (%} 52.0%

Interest cover ratios (year ending 31 December 2006)

EBITDA to net interest (times) 2.6

EBIT to net interest (times) 2.2

Interest cover ratios (year ending 31 December 2007)

EBITDA to net interest (times) 3.0

EBIT to net interest (times) 2.5

(f) Sensitivity analysis on the New Alinta Co pro forma forecasts

The forecast in Section 4.5(b) is based on certain best estimate assumptions about future events. The outcome of these future
events cannct be predicted with certainty, and as a result, variations from forecast financial information are to be expected.

The tables below present a summary of sensitivities of the forecast financial information for the years ending 31 December
2006 and 31 December 2007 to movements in a number of material assumptions.

Care should be taken in interpreting these sensitivities as they consider movernents on an isolated basis, whereas in reality the
effects of movements may be offset or compounded by movements in other variables. Furthermore, in the normal course of
business, management would be expected to respond to any adverse changes in these key variables to minimise the net effect
on financial perfermance.

(i) Changes in interest rates

Movements in interest rates affect the unhedged portion of debt. The table below shows the estimated impact of a
0.5% moverment in the interest rate on unhedged debt on the fair value of &nancial instruments for the years ending 31
Decemnber 2006 and 31 December 2007. _

¥

Impact on NPAT
New Alinta Co

'S in millions
Interest rate changes: |:

E
Year ending 31 December 2006 Year ending 31 Der.;ember 2007

Increase/decrease of '

+/-0.5% (28) ‘ 28 ‘ (2.9) ’ 2.9

(ii} Changes in synergies achieved

Section 4.6 describes the ferecast cost savings following the implementation of the Recommended Proposal. The impact of
a change in the level of synergies achieved is detailed in the table below.
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Impact on NPAT New Alinta Co !
Year ending 31 December 2006 | Year ending 3%! December 2007

]
$ in millions
ICos'c savings changes:

Increase/decrease of +/- 25% synergies

achieved (10.0)

{iii) Exercise of put options

AGL Energy has granted New Alinta Co the rights to require AGL Energy to acquire and assume the Gas Valpo and Wattle
Point Wind Farm assets. If these options were to be exercised the impact on New Alinta Co NPAT is as detailed below.

% in millions Impact on NPAT New Alinta Co|
Date of exercise of Gas Valpo option': | year ending 31 December 2006 | Year ending 31 December 2007
30 June 2006 (2.3) (3.9)
31 December 2006 0.0 3.5

$ in millions Impact on NPAT New Alinta Cof
' Date of exercise of Wattle Point option’: | vear ending 31 December 2006 | Year ending 31 December 2007
30 June 2006 ' (0.3) (0.3)
31 December 2006 Not Applicable Not Applicable
Notes:

1 The Gas Valpe option expires 12 months after the Transaction Implementation Date.
2 The Wattle Point Wind Farm option expires six months after the Transaction Implementation Date.

(iv) Subsequent event - Investment in APT units

Over the pericd from 16 August to 22 August 20086, Alinta acquired a total of 28.6 million units in APT for a total cost of
$142.9 million, inanced by a debt facility. This represents approximately 10.25% of APT. This is separate from the 30%
interest in APT that will form part of New Alinta under the Recommended Proposal. As noted in Section 3.2(d), APT has
commenced proceedings before the Takeovers Panel in relation to Alinta's acquisition of the 28.6 million APT units and the
Takeovers Panel has issued interim orders in those proceedings

The estimated impact of this additional investment on Alinta and New Alinta Co NPAT forecasts is detailed below. The
effect of Alinta continuing to hold approximately 10.25% or acquiring a further 4.75% of APT, which would take the total
pro forma interest of New Alinta in APT to 40.25% or 45% respectively, is detailed below.

1
impact on NPAT Impact on NPAT

in millions i -
S Alinta® New:Alinta Co?

Year ending 31 | Year ending 31 | Year ending 3:1 Year ending 31
December 2006 | December 2007 | December 2006 | December 2007

10.25% (0.3) 086 {6.4) 01

% investment

15% {0.4) 09 (01 0.2

Nates:
1 The Alinta sensitivity reflects Alinta's share of forecast APT dividends less finance costs attnbutable to the acquisitions
2 Equity accounting has been apphed for the New Alinta Co sensitmty reflecting New Alinta Co's entithement to APT MPAT less finance costs.

(g) Reconciliation of New Alinta Co pro forma results to Alinta expected results for the year ending
31 December 2006

The pro forma 31 December 2006 income statement of the New Alinta Co (Figure 4.8) has been presented based on the
Recommended Proposal occurring on 1 January 2006. The following table reconciles the pro forma forecast NPAT based on the
Recommended Proposal occurring on 1 October 2006, To the extent that the actual acquisition date varies, the actual profit
attributable to members of New Alinta Co may alsa vary considerably.
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Figure 4.12 Reconciliation of New Alinta C.o pro forma results to Alinta expected results for the year ending 31 December 2006
[$ in millions Year ending 31 December 2006

Alinta reported NPAT for the 6 month period 1 January 2006
to 30 June 2006 80.3

Add: Forecast NPAT of Alinta for 3 month period 1 July 2006
to 30 September 2006° 758
Add: Forecast NPAT of New Alinta Co. excluding restructuring
and expensed transaction costs for 3 month period 1

October 2006 to 31 December 2006 ? 450
Less: Forecast restructuring and expensed transaction costs

for 3 month period 1 October 2006 to 31 December 20064 (23.2)
Expected reported New Alinta Co NPAT (assuming

1 October 2006 acquisition) 177.9
Outside Equity fnterest® ‘ 1.2
Profit attributable to members of the New Alinta Co 179.1

Notes:

1 NPAT extracted from the reviewed financial statements for the & month pericd ended 30 June 2006

2 Forecast results for the 3 month period 1 July 2066 1o 30 September 2006 are extracted from the Alinta forecast for the year ended 31 December 2006, which has been
normalised and then included in the pro forma results in Figure 4.3.

3 Forecast results are ncluded within the annual pro forma forecast per Fiqure 4.8
4 Forecast restructuring and expensed transaction costs are included within the one off costs per Figure 4.1.
5 Recognition of AGL'S outside equity interest’s share of Wh Retail Business profits/lasses for the penod from 1 October 2006 to 31 December 2006.

4.6 Description of synergies and restructure costs

The informaticn and estimates included within this Section should be considered in conjunction with the sensitivity analysis
included at Section 4.5(f} and the descriptions of the risks associated with the integration included in Section 5.

Alinta has been recognised by the market aver recent years as being an effective integration manager, delivering significant
improvements in the performance of its listed energy business and acquired businesses following its Initial Public Offering in
October 2000.

Alinta bas integrated the management, bperations, maintenance and construction functions associated with the operation

of UED's electricity network, Multinet Gas distribution network and the DBNGP. In 2004, Alinta successfully acquired and
integrated the Australian and New Zealand assets of Duke Energy. In 2005, Alinta partially divested these assets at a premium
to its original acquisition price, demonstrating the value adding capability of its management team.

(a) Synergies following acquisition

Alinta has completed an initial investigation and analysis on the likely cost savings and synergies that will arise through the
merger of the AGL Infrastructure Assets with its existing business.

The estimated impact of the cost savings and restructuring costs is based on Alinta’s industry knowledge, previous integration
exgerience, benchmarking of infermation on AGL that is either available in the public domain or has been provided by the AGL

Directors. The final assessment of the estimated level of cost savings and synergies which may be achieved will be determined
through an operational review which will be performed immediately upon implementation of the Recommended Proposal.

These potential synergies will arise from the introduction of strategies to reduce costs across a number of the business
divisions, individually but not limited to:

B reduction in the leve! of staffing in the asset management business as a result of the consolidation of Agility and AAM;

B commercial initiatives within the asset management business associated with the elimination of duplication and benefits
associated with increased scale; and
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@ areview of corporate support functions, including IT platforms, administration costs, property costs and management
practices.

The summary of synergies likely to be achieved is set out in Figure 4.13, on an aggregate basis.

Figure 4.13 Expected Cost Savings {pre tax}

ll - - Pro forma year ending 31 December’
]Is in millions

Notes:
1 Al higures are stated inclusive of CPI.

2 Assumes for the purposes of the pro forma financial infermation that the Recommended Propasal takes place on 1 January 2006 Given the expected timing of the Recommended
Proposal the actual level of synergies in 2006 wll vary from this amount. The impact upon the forecast New Alinta Co results is considered at Section 4.5(F)(ii).

The pro forma annual cost savings are estimated to be $22.6 million in 2006 and are expected to grow steadily until they reach
a long term sustainable level of approxirmately $55.0 million per annum (nominaf at 2005 prices) by the third year following
acquisition (2009).

Set out below are the total anticipated employee reductions for each of the major functional areas of New Alinta Co:

Figure 4,14 Breakdown of planned headcount reductions

;Functional area ) Number |
Corporate ‘ 28
Asset Management 338
Total 366

(b) One-off costs and synergy related expenditure

The summary of the estimated ane-off costs required to achieve the savings forecast to be achieved are set out

in the table below:

Figure 4.15 One-off cests of implementation

S in millions

One-off Costs of Implementation

2006

| 2007

" One-off restructuring costs’ (pre-tax) 356 1.9
One-off IT transition and set-up costs (pre tax) 6.7 -
Total (pre tax) 423 18
Total (post tax) 296 1.4

Note:

1 The majority of the restructuring costs relate to redundancy payments

The estimated impact of synergies {together with forecast restructuring costs and related capital expenditure) is based on
Alinta‘s industry knowledge, information on AGL that is available in the public domain or has been provided by the AGL Directors.
There is therefore some uncertainty asscciated with the forecast financial information and actuat synergies and restructuring
costs which may deviate from these estimates. To reflect this uncertainty, a sensitivity analysis has been included in Section

4.5(f) to ilustrate the impact on NPAT if the synergies are 25% above or below forecast.

(c} Transitional arrangements

Upon implementation of the Recommended Propasal, New Alinta Co and AGL Energy will need to operate as separate entities.
During the transitionary period, the information systems environment of New Alinta Co and AGL Energy will be, in part, provided
by a third party bureau services provider for information technology systems identified as “shered or significantly integrated-,

A Business Continuity Agreement is also contemplated for identified business functions as detailed in Section 6.4(b).
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5 Risks

5.1 Introduction

There are a number of risks associated with the Recommended Proposal which may have an impact on the future performance
of New Alinta and/or AGL Energy. These risks will be important for AGL Shareholders to understand. Similarly, shareholders will
need to understand the operational and general investment risks facing the shareholders in New Alinta and AGL Energy.

The key risks have been presented within the following categories:

Section 5.2 - risks arising from the Recommended Proposal;

Section 5.3 - risks affecting AGL Energy’s business generally;

Section 5.4 - risks affecting New Alinta’s business generally, including the AGL Infrastructure Assets and AlintaAGL; and

Section 5.5 - risks affecting the general economy and stock market.

Additional risks not presently known to AGL, or if known, not considered material, may also have an adverse impact.

In deciding whether to vote in favour of the AGL Scheme, AGL Shareholders should read this Booklet in its entirety and carefully

consider the risks outlined in this Section and elsewhere in this Booklet.

5.2 Risks arising from the Recommended Proposal
(3) Restructuring risks

Fallowing the Transaction Implementation Date, there will be a period of time during which the business, assets, risks and
liabilities of AGL Energy will need to be disengaged from those of AGL's infrastructure business.

Prior to the Transaction Implementation Date, certain AGL information systerns, applications and business processes were
deployed in business functions in areas such as group finance, company secretarial, human resources and property management
in relation to both AGL Energy's business and the management of AGL's infrastructure assets. Following the Transaction
Implementation Date, these business functions and systems will be provided either by an external bureau service provider or
through the provision of operational services by each party to the other (see Section 6.4). There is a risk that the provision of
business systemns and functions through an external service provider and the provision of operational service arrangements by
each party to the other may result in an interruption to services and the operations of AGL Energy or New Alinta.

There is a risk that separation of AGL Energy and AGL's infrastructure business will take longer than expected or may involve
greater costs than anticipated and that some aspects of the separation will not be achieved in the manner anticipated or will not
be possible at all in some cases.

The abave risks are mitigated to the extent that the provisions of the Relationship Deed described in Section 6.3(c) are given
effect to and the parties are able to achieve business continuity through obtaining bureau services from a third party provider
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and providing operational services to each other. These risks are further mitigated to the extent that the key principle in the
Relationship Deed relating to common use services and bureau services principles is given effect to. The key principle is that
each of AGL Energy and the infrastructure business will have access to all iT infrastructure, applications and other assets
necessary to operate those businesses for business continuity purposes.

(b) General integration matters

Bath AGL and Alinta have identified costs savings and synergies arising from the Recommended Proposal. There is a risk that
AGL Energy and/or New Alinta will not achieve the forecast level of cost savings and synergies. If cost savings are lower than
expected or take a longer time to achieve, this could negatively affect the financial condition and operations, results or ability to
conduct the business of AGL Energy and/or New Alinta (as the case may be).

(c) Fixed merger exchange ratio

Under the Recommended Proposal AGL Scheme Participants are being offered 0.6117 New Alinta Shares (subject 1o the
effects of rounding) and one AGL Energy Share for each AGL Share, and Alinta Shareholders are being offered one New Alinta
Share for each Alinta Share. This consideration is fixed and will not vary even if the value of Alinta Shares increases and the value
of AGL Shares decreases, or vice versa, prior to the Transaction Implementation Date. The market value of New Alinta Shares
and AGL Energy Shares at the time at which they are received by AGL Scheme Participants may vary from their market value on
the date of the AGL Schemne Meeting.

Furthermore, there is a risk that the combined market value of an AGL Shareholder’s AGL Energy Shares and New Alinta Shares
after implementation of the Recommended Proposal will be less than the market value of AGL Shares before implementation
of the Recommended Proposal. AGL Shareholders should note, however, that if the Recommended Proposal does not proceed,
there can be no guarantee that AGL Shares will continue to trade at prices in line with recent levels.

(d} Development of a liquid trading market

There has not previcusly been a separate public market for shares in either AGL Energy or New Alinta. Accordingly, there can
be nc assurance that an active trading market will develop for shares in AGL Energy or New Alinta after the Recommended
Proposal is implemented or that shares in AGL Energy or New Alinta will trade at a particular level in the public market
following implementation of the Recommended Proposal. The AGL Board also expects that following implementation of the
Recommended Proposal, 8 number of shareholders may seek to adjust their holdings in AGL Energy and/or New Alinta and
accordingly there may be, at (east in the period shortly after the shares commence trading on ASX, a more volatile market for
shares in the two entities,

(e) AGL Energy and New Alinta may not achieve an improved stock market rating

Faltowing implementation of the Recommended Proposal, there is a risk that neither AGL Energy nor New Alinta will achieve an
improved stock market rating relative to AGL's stock market rating prior to the announcement of the Recormmended Praposal. In
addition if, following the implementation of the Recommended Proposal, either AGL Energy or New Alinta is trading at valuation
multiples lower than comparable entities, there is a risk that AGL Energy or New Alinta (as the case may be) could become the
subject of an unsolicited and opportunistic takeover offer.

(F) Residual liabilities

There is arisk that the mechanics of the Recornmended Propesal will result in residual liabilities related to AGL Energy remaining with
AGLIF or residual liabilities relating to AGLIF remaining with AGL Energy, in each case because they cannot be legally transferred.

The principal terms of the Relationship Deed are described in Section 6.3(c). Key risks that arise for New Alinta and AGL Energy
under these arrangements are as follows:

8 inrespect of certain liabilities which cannot be, or are not, transferred, the indemnities given under the Relationship Deed
are limited to claims 12 months after the Transaction Implementation Date {in the case of most types of liabilities}, so
there is a risk that New Alinta will continue to incur costs for liabilities associated with the AGL Energy Business after that
date and AGL Energy will continue to incur costs for liabilities associated with AGL's infrastructure business after that date;
and
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m members of New Alinta will rernain a party to a number of energy supply and derivative contracts which cannot be, or
have nct been, novated te AGL Energy, with the result that New Alinta will continue to be contractually obliged to perform
those contracts. In addition to contractual risk, New Alinta will also retain regulatory risk associated with those contracts
until such contracts are novated or expire.

This risk is in part mitigated by indemnities, credit suppart and back to back arrangements provided by AGL Energy under
the AGLE Separation Deed.

Section 6.3(c)(iii) describes the allocaticn of liability for litigation between AGL Energy and New Alinta under the Relationship
Deed. Key risks arising as a result of that litigation include:

B the full potential liability under relevant litigation may not have been disclosed in the Relationship Deed or may not
be capable of being ascertained at the date of the Relationship Deed;

m certain of the litigation allocated to New Alinta has the potential to disrupt the ongoing operations of New Alinta; and

B AGL Gas Netwarks (which will form part of New Alinta) is a defendant in certain claims by prior employees who are
suffering from mesothelioma. The potential number of employees and the extent of their claims are not known and,
depending on the actuaf period of employment, the liability is largely uninsured.

(g) Court delays
There is a risk the Caurt may not approve the Alinta Schemne and/or the AGL Scheme or that the approvals are delayed.
(k) Regulatory

Section 7.9. describes the Undertakings given by Alinta to the ACCC in relation to the MSP. Parmelia and Agility-APT (MSP and
Parmelia) Contracts. There is a risk that the implernentation of, and cormpliance with, the Undertakings may adversely impact on
the revenue or value of New Alinta. tmplementation of the Undertakings may require additional systems and management time,

There is also & risk that the proposed takeover of GasNet by APT described in Section 3.3(d) could adversely affect the ACCC
undertakings and could require additional or new approvals.

(i) Third party consents

There is a risk that the Recommended Proposal requires the censent of one or more third parties and that such a consent
cannot be obtained, or if it can be obtained, it cannot be obtained on reasanable terms and conditions. The operation of
provisions requiring consent may have negative consequences for New Alinta or AGL Energy such as the loss of major contracts
or assets, increased costs or the need to renegotiate financings.

5.3 Risks affecting AGL Energy’s business generally

There are @ number of risks which will be specific te AGL Energy as well as general investrment risks, many of which are outside
the control of AGL Energy. These risks may affect the financial and operating performance and condition of AGL Energy. Where
practicable, risk mitigation strategies will be implemented by AGL Energy.

(2) Key company specific risks

(i) Risks specific to the Retail business
Retail competition

The majority of AGL Energy’s retail activities are in fully contestable markets, where customers are able to choose from a
number of retailers. The resultant level of custamer churn, where customers switch between retailers, may be affected by
the marketing activities of other retailers as well as AGL Energy. This miay have an adverse impact on earnings as a result
of customers transferring fram AGL Energy to other retailers, and/or the discount that may be offered by AGL Energy to
retain existing customers and win new customers.

Weather

The level of gas and electricity usage is sensitive to weather patterns, particularly in some of the residential and small
commercial markets which AGL Energy operates in. Unseasonally warm winters and cool summers tend to reduce gas sales
and electricity sales respectively and hence may have an adverse impact on earnings. While the converse weather patterns
tend to increase retail sales, the wholesale cost of delivering energy during these peak times may also increase, termpering
any positive impact on earnings.
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Regulatory matters

The price of gas and electricity to residential and small commercial and industrial customers is currently governed by price
path arrangements. AGL Energy has leng term price paths in place in South Australia, Victaria and NSW, providing some
revenue certainty. Earnings may be adversely impacted where any future regulated prices are not reflective of the costs
and risks of purchasing and supplying energy tc customers.

In Victoria and NSW, AGL Energy is responsible as a retailer of last resort in areas where it is the local retailer, whereby AGL Energy
will be required to supply gas and electricity to a failed retailer's customers. These arrangements are considered by jurisdictional
requlators, and to the extent they are not cost neutral, could have an adverse impact on AGL Energy’s earnings.

Economic, social, environmental and industry conditions

Levels of energy usage may be adversely affected by a number of economic, social, environmental and specific industry
conditions outside the control of AGL Energy. General economic downturn may reduce the business activity and energy
usage of customers. Social and environmental conditions, such as the recent water restrictions in most Australian cities and
towns, may reduce the use of energy. Industrial customers are sensitive to fluctuations in their specific industry, and their
energy usage may be reduced by certain adverse conditions.

(ii) Risks specific to the Wholesale Electricity business
Operations

Sub-optimal asset condition, design suitability issues and major break downs may be associated with the power generation
assets of AGL Energy. Some of these factors may be outside AGL Energy’s control and may lead to a requirement for
unplanned capital expenditure and unexpected wholesale electricity purchases. These may adversely impact cash flows and
the ability of AGL Energy to pay dividends.

Rainfall and water levels

The level and timing of operation of AGL Energy’s hydro generation assets will be affected by the quantity of water
upstream of the power station. Severe and fong term drought will reduce the ability of the hydro assets to operate when
required by AGL Energy, and as a result may have an adverse impact on wholesale electricity costs.

Greenhouse

Alarge proportion of AGL Energy’s electricity supply will consist of energy generated from coal sources, which produce high
carbon emissions. If an emissions trading scheme was introduced, additional operating costs may be imposed on coal fired
generators, including LYA. Pass through of higher costs of energy to retail customers due to higher generation costs arising
from a carbon constraint could result in changes in consumption patterns by consumers or an increased rate of churn in the
retail market. These changes could negatively impact on cash flows and revenue.

Wholesale electricity pricing

Wholesale electricity prices can vary significantly between half hour pricing intervals, and are influenced by many
independent factors, including weather, customer behavicur, competitive behaviour of retailers and generators, availability
of supply, actions of the market operator, and interpretation of the market rules by the market operator as well as changes
in the market rules. Variations in wholesale market prices may affect the profitability of AGL Energy’s retail customer
portfolio and generation assets, impacting on revenue and costs.

(iii) Risks specific to the Wholesale Gas business
Wholesale gas pricing

Leng term gas supply arrangements have price reset clauses which provide the opportunity to call price reviews at regular
intervals over the term of the contracts, thereby ensuring that contract prices reflect the prevailing wholesale market prices.

Production

The investment in PNG il and gas interests will expose AGL Energy to technical risks typical of the upstream petroleum
industry. These risks include geological, reserves and production uncertainty, eperational integrity of surface processing,
storage and pipeline infrastructure, and timely execution of future development plans. These risks have been assessed and
will be the subject of ongoing review by independent experts.
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Currency fluctuations

A proportion of AGL Energy's revenues and expenses are sourced directly or indirectly from cutside Australia, relating to the
oit from the PNG Upstream Gas Project, which will be priced in US dollars.

Qil price

The PNG Upstream Gas Project will expose AGL Energy to future oil pricing risks, resulting in potential earnings volatility.
AGL Energy has hedged a majority of its oil price exposure for the first four years of its investment in the project.

PNG

The PNG Gas Producers have yet to conclude FEED in relation to the PNG Upstream Gas Project. The outcome
of FEED is by its nature uncertain and it may be that the conclusion of this process a decision is made not to proceed with
the development of PNG gas for delivery to Australia.

At this stage, given the scaling back of FEED for the proposed PNG Australian Pipeline Project, there is no committed or
available infrastructure to bring PNG gas to the eastern states of Australia and it may be that no such infrastructure is
devetoped in the future. See Section 1.1(d)(ii) for a description of the PNG Upstream Gas Project and Section 1.1(e) for a
description of the proposed PNG Australian Pipeline Project.

PNG sovereignty

AGL Energy’s investment in PNG includes the acquisition of oil and gas assets located in the Southern Highlands province of
PNG. There will be country and inter-jurisdictional risks that AGL Energy will face in managing and protecting the long term
value of this investment.

Gas supply

There is a risk that natural gas supplies may be interrupted unexpectedly due to problerns at the gas fields or the
processing plants associated with them or the pipelines connecting the gas fields to AGL Energy’s markets. These events
are infrequent and their possible severity is mitigated by AGL Energy’s access to alternative supplies from other gas fields,
short term supplies held in pipelines (either the affected pipeline or other pipelines) and demand side responses from large
customers with whom contractual arrangements are in place.

Other company specific risks

(i) Adoption of AIFRS

The introduction of AIFRS and specifically AASB 139, may expose AGL Energy to earnings (though not cash flow) volatility
and this may affect the ability of AGL Energy to pay dividends.

(i) Counterparties and contracts

The financial performance of AGL Energy will be partially dependent on the creditworthiness of counterparties and
the performance of counterparties to energy purchase and fuel supply arrangements. There is risk to AGL Energy that
counterparties may be unable to meet their financial obligations, resulting in reduced cash flows.

(iii} Control

AGL Energy will have a number of investments in which it will not have a controlling interest. While AGL Energy will have a
level of influence on decision making as a result of its equity holding, it will not exercise full control of those investments.
This is especially the case with LYP, the 109% stake in the PNG Upstream Gas Project, Moranbah Gas Project, Sydney Basin
CSM Assets, ActewAGL, APC and Efgas.

(iv) Information technology

AGL Energy will be reliant on the continued operation of computer systems and network infrastructure for critical
functions, including billing, legislative compliance and financial reperting. AGL Energy will need to manage ongeing business
continuity in relation to those areas of mutual dependence between New Alinta and AGL Energy. Business interruption
that results in the unavailability of AGL Energy's services may reduce its ability to compete effectively and could have an
adverse effect on its operations and financial performance. AGL Energy will alsc need to ensure business continuity during
the implementation, operation and subsequent disengagement of the bureau services and business process arrangements
referred 10 in Section 6 4.
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{v) Personnel

AGL Energy will rely on a number of individuats who are critical to its success. There is no guarantee that those individuals
will remain with AGL Energy following imglementaticn of the Recommended Proposal. In addition, tightening labour markets
may cause delays in inding suitable replacements as well as increased labour costs, reducing profitability where these
increased costs are not recovered through higher revenues.

AGL has recently embarked on a rationalisation program aimed at reducing the cost and increasing the efficiency of AGL's
overheads and increasing efficiencies in the remainder of its businesses. At the date of this Bocklet the additional cost
savings have not been fully quantified, but will be in addition to the savings quantified in this Booklet. There are risks that
additional costs savings associated with rationalisation may be lower or higher than expected and there may be a loss of
corporate knowledge.

(vi) Development projects

Current development projects of AGL Energy such as those identified in Part 1 and in Figure 1.8 in Section 1 face risks with
timing and cost which depend on commercial circumstances existing at the relevant time. Sufficient detailed work has not
been completed to forecast accurately the cost and commercial beneht of developing these projects. Accordingly, there is
no certainty that these projects will reach completion.

(vii} Gas Valpo

As stated in Section 7.4, New Alinta has an option to require AGL Energy to acquire Gas Valpo exercisable during the
period commencing on the Transaction Implementation Date and ending on the firsi anniversary of the Transaction
Implementation Date. If this option is exercised, the risks in relation to Gas Valpo specified in the first two paragraphs of
Section 5.4(b)(ii). will apply to AGL Energy.

{c) Financing related risks

On implementation of the Recommended Proposal, AGL Energy will have debt of approximately $1.3 billion. It is also expected
that additional debt facilities will be put in place to fund identified development and growth opportunities. AGL Energy will be
subject to a number of risk factors in refation to debt financing, which are summarised below.

(i} Refinancing
Tranches of debt will need to be refinanced on various maturity dates. AGL Energy may incur increased costs if the tranches
of debt cannot be refinanced on acceptable terms on or prior to their respective maturity dates.

(ii) Interest rates

It is anticipated that AGL Energy’s debt will bear interest at a floating rate. AGL Energy will be exposed to adverse
movements in market interest rates. It is expected that AGL Energy wilt adopt a policy requiring that a minimum proportion
of debt that is subject to floating interest rates will be hedged for a term of five years.

(iii) Credit ratings

Standard & Poor’s announced on 18 August 2006 that AGL Energy is expected to be assigned a BBB long term corporate
credit rating and stable cutlook if the proposed merger of AGL and Alinta, and subsequent spin out of AGL's energy
business proceed under the terms and conditions expected by Standard & Poor’s. A subsequent downgrade in the rating
may reduce AGL Energy’s capacity to access some sources of debt funding and result in higher interest costs. A downgrade
may also affect AGL Energy’s energy trading activities. Ratings are statements of opinion, not statements of fact or
recommendations to buy, hcld or sell any securities. Ratings may be changed, withdrawn or suspended at any time. In
Australia, credit ratings are assigned by Standard & Poor’s, which does not hold an Australian financial services licence under
the Corporations Act.

{iv) Financing terms and covenants

AGL Energy's financing arrangements are expected to contain terms and conditions customarily found in financing
arrangements for companies with equivalent long term credit ratings. AGL Energy will be obliged to comply with various
covenants which may include financial undertakings relating to leverage and interest coverage. If AGL Energy’s performance
is materially below expectations, there is a risk that AGL Energy will not comply with its borrowing covenants.

(d) General risks
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(i) Litigation and legal matters

Litigation risks include, but are not limited to, claims by gas and electricity users, native title claims, tenure disputes,
environmental and occupational health and safety claims, industrial disputes and third party losses resulting from distribution
network disruptions. Legal actions, or the cost of defence of such actions, coutd reduce the earnings of AGL Energy.

AGL is not engaged in any litigation the outcome of which is likely to have a material adverse effect on the business or
financial position of AGL Energy,

Cn 17 December 2002, AGL Wholesale Gas as buyer and AGL as guarantor, entered into two long term gas supply
agreemants with the Cooper Basin producers. The same producers are party to each of the contracts (although in different
shares). One contract relates to the South Australian Cooper Basin and the other to the South West Queensland Cooper
Basin. On 1 July 2005, Santos, as the producers’ representative under the contracts, issued a notice to AGL under each

of the contracts that the producers had determined to review the gas price payable by AGL Wholesale Gas under the
contracts. The contracts set out a mechanism for a price review. Under this mechanism, the parties had unzil 1 October
2005 to reach a negotiated outcome on price, which did not occur. Accordingly, the parties have appointed arbitrators to
determine a new gas price under the contracts. The arbitrators must determine the new gas price by 1 October 2006 and
the new gas price will apply from 1 July 2007. AGL has, based on the factors that the arbitrators are permitted to take into
account under the gas supply agreerments, formed the view that the gas price under the contracts cught not increase.

(ii} Changes in law and government regulation
AGL Energy will be required to comply with over 2,300 regulatory obligations, predominantly of an operational nature
covering matters such as billings, disconnections and call centre performance.

in addition, there is a risk that a government or government agency may repeal, amend or enact a new law or regulation,
or issue a new interpretaticn of a law ar regulation, which may adversely impact AGL Energy.

The regulatory reform process is underway with a view to establishing a singfe national requlatory framework by 30 June

2007. Whilst this is expected to create efficiencies for AGL Energy by streamlining licence obligations on matters such as
marketing, billing, reporting, and dealing with customer hardship, there is a risk that the reform process may stall, delaying
the benefit of these efficiencies. There is also a risk that a single national framework adopts the most onerous of existing

state based regulations, with the potential to result in higher operational costs.

(iii) Force majeure
AGL Energy’s operations will be exposed to unplanned interruptions caused by catastrophic events, such as cyclone,
earthquake, landslide, flood, fire, terrorist attack or other disaster. These events are outside the control of management and
known as force majeure events. Whilst many of these events (but not all) are covered under insurance policies, the cost or
loss may exceed the amount reimbursable under those policies. The cost of any excess may have an impact on earnings in
the shart term.
(iv) Occupational health and safety
Under relevant legislation, AGL Energy will have responsibility for health and safety issues affecting its employees,
contractors and the public. Breach of those obligations could expose AGL Energy to penalties.

(e) Change of law

Changes in law or the interpretation of law may impact adversely on the revenue or value of the businesses of AGL Energy,
includiing by increasing its costs.

5.4 Risks affecting New Alinta’s business generally including the AGL iInfrastructure
Assets and the WA Retail Business

(a) New Alinta’s business generally
This Section 5.4 sets out those operaticnal risks which affect New Alinta’s business generally.

AGL Shareholders are already exposed to & number of the risks, described below, as a result of having AGL Shares, Some of the
risks set out below are also included in Section 5.3, which includes details of risks affecting AGL Energy’s business, as they are
risks which affect both AGL Energy and New Alinta,

The Australian Gas Light Company Scheme Booklet — Part 2 giEK

2

L]

7




Page 174 of 457 Docld: SE1581032 ACN :115061 375

(i} Asset management

AAM has established market and business development strategies to achieve targets for revenue and profit, set using the best
market information at the time. The targets set for Agility have been set on the same basis. There is a risk that these targets wil
not be achieved for reasons including changes in market or competitive conditions. AAM and Agility also each have established
palicies, procedures and delegated authorities for establishing commercial arrangements with clients. Any failure to correctly
scope, price and establish commercial arrangements for projects has the potential to impact the margins of AAM or Agility.

Any potential failure in service delivery by AAM cr Agility that results in a loss may have a material impact on AAM or
Agility’s long term reputation as well as having commercial implicaticns.

(i} AlH
Alinta is a party to various agreements with Al including the Alliance Agreement, the AlH OSA, the CSSA and the EMID
(discussed in Section 3.2(c)). There is a risk that Alinta forgoes part of its management fees if AIH does not achieve certain

distributable cash thresholds as set out in the Alliance Agreement. Alinta has given certain guarantees to third parties in
relation to the cbligations of AIH or an AIH Subsidiary. Afinta may incur liability where AlH fails to perform those obligations.

(iii) Bypass

Bypass occurs where a competitor incurs the costs of replicating portions of a distribution network or gas pipeline.
Although the cost is generally prohibitive, bypassing an existing network or pipeline may, in certain circumstances, become
viable. Should bypass occur, the resulting loss of gas or electricity volumes through the network may adversely impact New
Alinta's revenues and cash flow.

(iv) Minority interests
New Alinta wil} have a number of investments in which it holds a minority interest and, as such, will not be in a position to
control those investments. These include UED, Multinet Gas, DBNGP, AlH and APT.

(v)Legislative and regulatory compliance

The industries in which New Alinta will operate are subject to a wide range of legal requirements. These are embodied in
legislation, regulations, and a variety of licences and legally enforceable codes, guidelines and other similar instruments.
Some of these legal requirements, such as those set out in the Trade Practices Act and Corporations Act, apply to
companies generally in Australia. Others are specific to the industries in which New Alinta will operate.

New Alinta, as an asset owner, will be directly accountable for compliance with the licences it holds, and with the codes,
guidelines and other similar instruments that apply to it. Agility and AAM, as contractors to asset owners, are responsible
for compliance on their behalf, either directly or under the terms of their service contracts. Failure to comply can result in
prosecution and fines, loss of reputation, and in the worst case, cancellation of a licence to operate.

National and local environmental laws and regulations will affect the operations of New Alinta. There is a risk that a
liability could be imposed on New Alinta, with adverse consequences, if there is a failure to comply with environmental
laws and regulations.

(vi}) Operation, maintenance and technical compliance

The long term viability of New Alinta is dependent upen efficient operation and maintenance of its businesses. New Alinta
will be exposed to a number of operational risks including equipment failures and cther accidents, network damage or
other disasters or events of force majeure. Events may result in injury or loss of human life, employee compensation
claims, damage to infrastructure and short or long term ¢losure of part or all of the facilities, loss of customers, substantial
litigation, penalties for regulatory or commercial non-compliance and environmental liability. Such events may occur for a
variety of reasons including events outside the control of New Alinta.

New Alinta is responsible for health and safety issues arising from the operation of its assets. Failure to manage such issues
may expose New Alinta to liability including fines and penalties. The forecasts in Section 4 of this Booklet are based on a
capital expenditure profile which may prove incorrect with respect to either timing or quantum. In addition, New Alinta may
incur one-off maintenance and capital expenditure to ensure consistent application of technical standards employed by
Alinta across the AGL Infrastructure Assets.

Operation and maintenance standards are often prescribed by legislation. The cost of full compliance with the Electricity
Safety (Electric Line Clearance) Reguiations 2005 (Vic) may be a material issue for New Alinta as a result of the ESC's
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Electricity Price Determination 2006 - 2010.

(vii) Market related risks

The volume of gas transported and electricity delivered through networks is dependent on end user demand and is subject
to a range of variables, including economic and social conditions, adverse competition, population growth, availability of
adequate supplies of gas or electricity and natural rescurces, industry or other issues, government policy and alternative
fuels or energy sources. Usage is also very sensitive to weather patterns and periods of unseasonably warm winters and
cool summers may reduce energy consumption and have an adverse impact on earnings. The prices at which an energy
business buys and sells a commodity are dependent on specific market forces and returns fram an enérgy business may
reduce where either suppliers or competitors gain a more dorminant position in the market.

(viii) Insurance

Insurance proceeds may not be adequate to cover all potential liabilities and losses including replacement cost, lost
revenues, increased expenses or third party liability.

(ix) Government taxes and charges

There is a risk that Commonwealth, state or territory governments may alter tax regimes which may have the effect of
reducing cash available for distributions to New Alinta Shareholders, or altering the tex treatment of distributions in the
hands of New Alinta Shareholders.

{x) Environmental

Environmental laws affecting the operation of each business set various standards regarding certain aspects of the
environrent, health and safety, provide for penalties and other liabilities for the violation of such standards, and may
require remediation of assets both past and future. Costs of compliance or non-compliance may be sigaificant.

The Relationship Deed apportions environmental liabilities between AGL Energy and New Alinta.

Some AGL companies involved in AGL's infrastructure business have been operating for many decades and their activities
included operating gas works. These activities have ceased. The activities are recognised, by environmental regulatory
agencies as operations that may have given rise to land contamination. Under the relevant legislative regimes:

B regulatory bodies may order an appropriate person to investigate or remediate land which is contaminated (where it
presents a significant risk of harm). This includes the person who caused the land to be so contaminated or, if that is
not practicable, the cwner of the land; and

B people (including companies) who are concerned in management of a corporation may be ordered to comply with
orders served on that corporation.

A number of orders and voluntary proposals have been issued to or accepted by companies involved in AGL's infrastructure
business to rermediate and manage old gas works sites (including Abbotsford, Waverton, Neutral Bay and regional sites in
NSW). These companies will become members of New Alinta following the implementation of the Recommended Proposal
and will retain their liabilities.

There is a possibility that contamination may affect cther sites that have not been identified or which were previcusly
owned by AGL entities but are no longer held by them.

These risks are partly ameliorated by the following:

B pursuant to the Relationship Deed, AGL Energy has provided a limited warranty in relation to a list of identified
contarminated sites. The warranty would permit New Alinta to take action under the Trade Practices Act if that
information was provided in bad faith or includes a misrepresentation which the maker of the misrepresentation
intended to be misleading at the time the document was provided; and

B the extent to which remediation and land rehabilitation costs have been provisioned for by AGL and taken into account
in the valuation of the AGL Infrastructure Assets.

(xi) Changes in accounting standards

The introduction of AIFRS or changes in the interpretation of those standards which occur after the date of this Booklet
may impact on the Recommended Proposal and may increase the costs associzted with the Recornmended Proposal and
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the ongoing business of New Alinta,

(xii) Counterparty credit

AGL and Alinta are currently parties to contracts with a number of third parties and as such New Alinta will be partially
dependent on the creditworthiness of those counterparties and the performance of such counterparties in the energy
sector in relation to the provision of network services and energy supply by New Alinta.

(xiii} Material contracts
Non-compliance by third parties under or disputes in relation to material contracts may adversely impact earnings.

(xiv) Key customers and upstream impacts

A rumber of New Alinta’s assets will derive their revenue from a small number of key customers. Loss of a key customer or
upstream interruptions may have an adverse impact on earnings.

(xv} Reliance on key personnel

In part, New Alinta’s operations rely on the continued performance, efforts, abilities and expertise of its key personnel and
contractors. There are no guarantees that New Alinta will be able to retain these employees or continue to engage the
services of contractors on acceptable terms.

(xvi) Interest rates

New Alinta will continue to be exposed to adverse interest rate movements to the extent that underlying borrowings have
a floating interest rate exposure that may not be hedged. This is represented by the floating rate syndicated bank debt that
will remain with AGL Infrastructure Assets after implementation of the Recommended Proposal.

As aresult of the Recommended Proposal, New Alinta will have additional domestic and offshore borrewings that will not
be effectively hedged until after the Transaction tmplemantation Date upon which these exposures will be managed in
accordance with current Alinta policy guidelines.

There is a risk that adverse interest rate movernents (including those which may occur up until the expasures are hedged
after the Transaction Implementation Date) may have a negative impact on the underlying profitability of New Alinta as
shown in Section 4,5(f)().

(xvii} Litigatioﬁ
(A) General

Litigation risks include, but are not limited to, customer claims, native title claims, tenure disputes, stamp duty,
environmental claims, occupational health and safety claims, legal action from special interest groups, as well as third
party losses resulting from network or other asset disruption.

{B) Alinta specific issues
During the term of the Alliance Agreerment, Alinta has agreed to indemnify companies in the AlH Group for any
ligbilities in excess of their existing accounting provisions in respect of certain stamp duty claims and the QAL Litigation.
{xviii) Licences and permits

There is a risk that New Alinta does not have, might not obtain, or might not be able to comply with, licences and permits
necessary for the conduct of its business. Failure to do this may have an adverse effect on a business. The Merger
Implementation Agreement provides for AGL to use best endeaveours to obtain and maintain all material licences and
permits required for the conduct of the AGL Infrastructure Business {as defined in the Merger Implementation Agreement),
and for Alinta to use best endeavours to obtain and maintain alf material licences and permits required for the conduct of
the Alinta Businesses (as defined in the Merger Implernentation Agreement).

(xix) Industrial action

Industrial action, renegotiations of enterprise bargaining agreements or claims by employees or their unions may interrupt
New Alinta's ability to effectively use its assets.

{xx) Native title impact

The existence or declaration of native title in land may affect the existing or future activities of New Alinta and impact on
operational and financial performance.
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{xxi) Refinancing

Debt will be required to be refinanced on various maturity dates. If the tranches of debt cannot be refinanced on acceptable
terms on or prior to the maturity dates then New Alinta may incur higher interest costs or more onerous covenants and
conditions.

(xxii) Information technology

New Alinta will be reliant on the continued operation of computer systems and network infrastructure for critical functions,
including billing, legislative compliance, asset management and financial reporting. Systerms interruption that results in the
unavailability of New Alinta’s services will reduce its ability to compete effectively and could have an adverse effect on its
operations and financial performance. Contingency planning and disaster recovery capabilities will be designed to mitigate this risk.

(xxiii) Change of law

Changes in law or the interpretation of law may impact adversely on the revenue or value of the businesses of New Alinta,
including by increasing its costs.

(xxiv) Foreign currency

As a result of the Recommended Proposal New Alintz will have additional barrowings that are denominated in a foreign
currency and as a resuit will be exposed to movernents in exchange rates. These movements may increase the costs and
financial risks inherent in the business. Whilst it is intended tc reduce this risk via hedging of this currency exposure, a
residual exposure may exist.

{b) AGL Infrastructure Assets

tn addition to the general risks in refation to New Alinta set out in Section 5.4(a), AGL Shareholders will, through their holding in
New Alinta continue to be exposed to the existing specific risks relating tc the AGL infrastructure Assets described below.

(i) Regulatory matters

Prior to the next requiatory resets being effective from 1 July 2010 and 7 January 2011 respectively, New Alinta will
make submissions to the regulator in relation to price movements for distribution services in relation to the NSW gas and
Victorian electricity netwaorks. However, the final decision may differ from what is proposed in those submissions, which in
turn may result in an adverse effect on cash flows.

The bulk of assets owned by ActewAGL and many of those owned by APT are also subject to regulation. It flows that New
Alinta’s returns from its investments in ActewAGL and APT are subject to the effects of the requlatory decisions that apply
to assets owned by those entities.

As a result of this regulatory framework, New Alinta will be subject to periodic pricing resets by regulators and any
decreases in allowed network charges could affect New Alinta’s operational results.

(ii) Gas Valpo

Since 2004, Gas Valpo has suffered gas supply restricticns imposed by Argentina. Gas Valpo has contracted supplies that
will provide some protection of its position. In addition, Gas Valpo has continued to develop initiatives to minimise the
overall impact of continuing gas restrictions from Argentina on industrial customers, including energy swaps and sourcing
alternate gas suppliers. However, political influences beyond the company’s control may create uncertainty over Gas Valpo's
ability to obtain gas from Argentina and otherwise manage the gas supply restrictions. New Alinta will face country and
sovereignty risks in managing and protecting the value of its investment.

The majority of gas supplies in Chile are sourced from Argentina, which in turn sources approximately 6% of its own gas
requirements from Balivia. Cn 1 May 2006, the Bolivian Government announced the naticnalisation of its energy industry.
The announcement provides for the Bolivian Government to campulsorily increase its ownership to 51% of affected
energy businesses, including international gas production companies, present in Bolivia. In late June 2006, the Argentine
Government reached agreement with Bolivia to pay an increase of 48% for gas imported from Bodivia. In turn, Argentina
has passed legislation to increase the cost of gas exported to Chile. This increase may have a negative effect on the
earnings of Gas Valpo. o
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(iii} ActewAGL

There is a risk that the bundled nature of the ActewAGL business will be adversely affected by the separation of the retail
partnership and the distribution partnership from cornmon ownership under AGL.

There is also a risk that decisions by AGL Energy in respect of retail matters may adversely affect New Alinta in relation
to distribution matters and vice versa. These risks may be mitigated by the terms of the agreements between ACTEW
Corporation and AGL. Energy which give effect to the separation (see Section 7.8).

There is a risk that the bundled nature of the ActewAGL business may not be capable of being separated between AGL
Energy and New Alinta without the consent of ACTEW Corporation or, that consent might not be available on terms
and conditicns acceptable to AGL Energy or New Alinta. The continued operaticn of the ActewAGL business in those
circumstances may expose New Alinta to risks related to the retail business to the extent that those risks cannot be
mitigated by undertakings from AGL Energy.

(iv) Wattle Point Wind Farm Off Take and Asset Management Deed

Under the terms of the Off Take and Asset Managernent Deed, AGL Energy will assume the market risks of dealing in the
MNEM and the risks associated with the operation and maintenance of Wattle Point Wind Farm during the term of the Off
Take and Asset Management Deed. For New Alinta the key risk is the standard of performance of AGL Energy’s obligations
and the impact it has on the econornic life of the asset.

(v) Joint venture matters
The key terms of the AlintaAGL joint venture documents are described in Section 7.2.

There 15 a risk (which applies in joint ventures gererally} that the management and operation of a previously 100%
owned business by a joint venture can alter the business outcomes, This typically arises due to restrictions included in the
shareholders agreement, which will typically provide that a unanimous decision is required for some decisions that would
have been made by the previcus owner alone, including decisions reguired for the expansion of the business.

{vi) TransACT

AGL has provided a guarantee in support of a $25 million bank facility obtained by TransACT. The guarantee is limited to
that facility which, as at 1 August 2008, was drawn to $24.5 million. After the Transaction Implementation Date, AGLIF will
continue to provide a guarantee in support of the bank facility which could increase to the facility limit, namely $25 mitlion.

(c) AlintaAGL

The risks in this Section 5.4(c) relate to AlintaAGL., which will be owned 67% by New Alinta and 33% by AGL Energy foltowing
the implementation of the Recommended Proposal. As a consequence, the risks set cut below are not risks currently faced by
AGL Shareholders, although they are similar to the business risks relating to AGL Energy described in Section 5.3.

(i} Retail
FRC in the WA gas market applied practically from 31 May 2004 and contestability for all electricity customers consuming
in excess of 50 MWh per annum was introduced on 1 January 2005.

There is a risk that if Synergy (and to a lesser extent, Verve Energy) is fully able to compete in the gas market and the
number of contestable customers Synergy has access to increases, the total number of gas customers serviced by
AlintaAGL may reduce. This risk may be mitigated if AlintaAGL increases the number of electricity customers it supplies
and/or this market also becomes fully contestable on the same timetable. In addition, existing contractual arrangements
with customers will minimise the short term impact of customer churnin gas customers to further mitigate this risk.

The wholesale electricity market in WA has not yet commenced. There is a risk that the wholesale electricity market
and the related bilateral contract market will operate in a manner different from that anticipated, which may affect the
expected returns,

(ii) Power generation development

There is a risk that the cogeneration unit under construction and those units that have been approved but are not yet
in construction, may have greater than expected lead times (for items such as the gas turbines) and so may experience
delays, greater than expected costs or lower than expected margins associated with the construction, operation and
financing of these projects.
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There is also a risk that the regulated capacity payments underginning the construction of new power projects, including
two new units at Wagerup, will be less than forecast.

(iii) General
There is a risk that the future conduct of the AlintaAGL business will be adversely affected by the terms of the joint venture

arrangerments described in Section 7.2 and, in particular following the exercise of the first call option by AGL Energy, an
inability to reach agreement on significant matters.

5.5 Risks affecting the general economy and stock market
{a) General

The performance of AGL Energy and New Alinta, and the price at which shares in those entities may trade on ASX may be
determined by a range of factors including movements in the local and international equity and bond markets and general
investor sentiment in those markets, recommendations by brokers and analysts, inflation, interest rates, exchange rates, general
economic conditions and outlooks, availability of skilled workforce, changes in government, fiscal, monetary and regulatory
policies, prices of commodities (including oil), global geo-political events and hostilities and acts of terrorism, announcement of
new technologies and changes in the suppiy of and demand for utilities stocks. Certain of these factors could affect the trading
price of AGL Energy Shares and/or New Alinta Shares, regardless of operating performance.

(b) Credit ratings

Credit ratings applicable to New Alinta and AGL Energy may change as a consequence of a change in operating performance
or capital structure,

(c) Asset value

There is a risk that the realisable value of an asset may be less than its beok or quoted value and shareholders may not be able
to realise the value of their investment or the operational and growth requirements of New Alinta or AGL Energy will be unable
to be met.

Iy
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o Implementation of the
Recommended Proposal

6.1 Overview of the Recommended Proposal

If the Recommended Proposal is implemented AGL Energy will be wholly owned by existing AGL Shareholders {other than the
Alinta Group} and will consist of the AGL Energy Business including a 33% interest in AlintaAGL, which will operate Alinta’s WA
Retail Business. In addition, AGL Energy will have the right to acquire the rermaining 67% of AlintaAGL over a five year period.

AGL Energy is currently a Subsidiary of AGL and will become a separate listed company when the Recommended Proposal is
implemented and will be known as "AGL". Further informaticn in relation to AGL Energy, including its intended 33% interest in
AlintaAGL is set out in Sections 1 and 2. Further infarmation in relation to AGL Energy's right to acquire the remaining 67% of
AlintaAGL is set out in Section 7.2.

If the Recommended Proposal is implemented New Alinta Co, which will change its name to Alinta Limited, will be 54% owned
by Alinta Shareholders and 46% owned by AGL Shareholders (other than the Alinta Group). In addition to Alinta’s infrastructure
business, New Alinta Co will own the AGL Infrastructure Assets. Further information in relation to New Alinta following
implementation of the Recommended Proposal is set out in Sections 3 and 4.

The treatment of the Alinta Group in its capacity as an AGL Shareholder is explained in Section 6.2(b){iv).

'6.2 Description of the Recommended Proposal
(a) Preparatory steps and asset reorganisations

(i) Introduction

AGL, Alinta, New Alinta Co, New Alinta Sub and AGL Energy have entered into the Transaction Implementation Deed. The
Transaction Implementation Deed sets cut the steps required to implement the Recommended Propasal, including the

AGL Restructure and the Alinta Restructure. These internal restructures will be completed on or before the Transaction
tmplementation Date. The purpose of the restructures is to ensure that AGL Energy and New Alinta Co own the companies
and businesses described in Secticns 1 and 3 respectively after the Transaction Implementation Date.

(ii) New Alinta Co

The issued capital of New Alinta Co as at the date of this Bocklet is two New Alinta Shares. Those shares are held by Bob
Browning and Paul Anthany who have each subscribed for one New Alinta Share at $10.80 per share.

The New Alinta Board as at the date of this Booklet comprises three AGL executives and three Alinta executives. They are
Paul Anthony, Paul McWilliams and Robert Casamento (representing AGL) and Bob Browning, Stephen Pearce and Murray
King (representing Alinta). On the Transaction implementation Date, the New Alinta Board will be reconstituted as noted in
Section 3.6(a).
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New Alinta Co owns all of the units in a trust (New Alinta Trust), of which New Alinta Trustee, a wholly owned Subsidiary
of New Alinta Co, is the trustee.

New Alinta Trust in turn owns alt of the shares in New Alinta Sub, a company incorporated in Victeria.

New Alinta Co will elect to form a tax consolidated group.

Figure 6.1 depicts the structure of New Alinta as at the date of this Booklet.

~ Figure 6.1

Paul Anthony Bob Browning
New Alinta
Shares
New Alinta Co
New Alinta Trust New Alinta Trustee
New Alinta Sub

(iii) AGL Restructure

The AGL Restructure will be completed on or before the Transaction Implementation Date. The main steps in the AGL
Restructure are:

the transfer of shares in various AGL companies which conduct the AGL Energy Business from companies which will
form part of New Alinta to AGL Energy:;

the transfer of shares in various AGL companies which hold the AGL Infrastructure Assets from companies which wilk
form part of AGL Energy to AGL companies which will forrm part of New Alinta; and

the transfer of assets and liabilities (including contractual rights and obligations, trade marks and other intellectual
property) relating to the AGL Energy Business which are owned by AGL companies which will form part of New
Alinta to AGL Energy (including certain rights of APT and Petronas in respect of the proposed PNG Australian Pipeline
Project).

After completion of the AGL Restructure, the following AGL Infrastructure Assets will be held by AGL companies which will
farm part of New Alinta:

AGLs NSW gas distribution network; ‘

AGL’s Victorian electricity distribution business;

Agility;

the Cawse Cogeneration Plant;

the Wattle Point Wind Farm;

Gas Valpo;

AGL's 50% interest in the ActewAGL distribution partnership; and

84,054,326 units issued in AFT held as at the date of this Booklet together with any additicnal units in APT issued to AGL
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under APT's distribution reinvestment plan in respect of APT's distributions before the Transaction Implementation Date.

The transactions referred to above will be undertaken at book value in accordance with AGAAP/AIFRS (unless otherwise
agreed) and will not be on arm’s length terrms. For example, the terms of the transfers do not and will not contain
warranties that might ordinarily be obtained from arm’s length third party sellers. The only substantive warranties to be
given are certain warranties as to title and capacity. Further, AGL and AGL Energy will agree that the maximurm amount
that each will be able to recover against the other in respect of all such claims is the aggregate purchase price paid for the
relevant shares or assets.

The share and asset transfers which constitute the AGL Restructure will be funded by intercompany loans. When these
transfers have been completed, all intercompany debt between AGL Energy and AGL will be consolidated into a single loan
from AGL Energy to AGL. The loan will be effectively repaid through AGL Energy agreeing with AGL that it will issue AGL
Energy Shares under the Buy Back and by the drawdown of funds by AGL Energy under new financing arrangements to be
put in place on implementation of the Recommended Proposal (AGL Energy External Debt Facility). This process wili be
completed on the Transaction Implementation Date.

The structure of the AGL Group after the AGL Restructure is represented in Figure 6.2

Figure 6.2

AGL Shareholders

AGL

AGL Infrastructure

Assets AGL Energy Assats

:(iv} Alinta Restructure

“Prior to the Transaction Implementation Date, Alinta will conduct a reorganisation of its assets in order to establish
AlintaAGL. Alinta Cogeneration Pty Ltd, an existing Alinta Subsidiary that is the holding company for Alinta’s cogeneration
assets, will be renamed AlintaAGL.

AlintaAGL will hold the WA Retail Business comprising:

B Alinta Sales (including all relfevant WA wholeszle gas supply and transmission agreements but not the WLPG
Arrangements and the Tolling Agreement) at the Transaction Implementation Date; and

B WA Cogeneration, which is all current and future rights and interests Alinta has to continue to develop co-generation
facilities on the sites of Alcoa’s WA alumina refineries (and the economic benefit of those rights and assets until they
are transferred). ’

AlintaAGL will be inanced with a combination of loan notes and ordinary shares.

In addition, Alinta:

B has given a conversion notice to holders of Alinta RePS in relation to the conversion of the Alinta RePS into Alinta Shares;

and

B will enter inte arrangements to cancel options to acquire Alinta Shares in exchange for the issue of options to acquire
New Alinta Shares.

The structure of Alinta and its businesses after its internal recrganisation is represented diagrammatically in Figure 6.3.
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figure 6.3
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{v) AlintaAGL

AGL Energy will obtain its initial 33% interest in AlintaAGL by subscribing for shares and loan notes in the holding company
for the WA Retail Business for $367 million. Those subscriptions will take place on the Transaction Implementation Date
feflowing the implementation of the Schemes and the Buy Back. AGL Energy will draw down funds under the AGL Energy
External Debt Facility in order to fund these subscriptions.

{vi) Flow of funds and debt

Under the Recommended Proposal, AGL Energy witl effectively assume the debt obligations of AGL to the extent they
exceed $3.104 billion and the debt cbligations of Alinta to the extent of $970.32 million,

The effect of the funds flow described above on the debt positions of Alinta, AGL and AGL Energy is illustrated in Figure

] AGL Energy will satisfy these obligations by borrowing approximately $1.3 bilion under the AGL Energy External Debt Facility.
+6.4. For the purposes of the ilfustration figures have been rounded to the nearest hundred million dollars.
|

Figure 6.4

Debt position before Recommended Proposal $bn Debt position after Recommended:Proposal $bn
Alinta 1.2 - New Alinta 33

AGL 34 AGL Energy 13
Total 4.6 Total 4.6

Following implementation of the Recommended Proposal,-there will be no indebtedness between AGL Energy and New
Alinta other than indebtedness arising in the ordinary course of business and loan notes issued by AlintaAGL to AGL Energy.

{vii} Dividends
AGL has declared a final dividénd of 36.5 cents per AGL Share in relation to the financial year ended 30 June 2006 (Final

Dividend). The record date for the Final Dividend is anticipated to be 8 September 2006 and the anticipated payment date
for the Final Dividend is 22 September 2006.

Also, AGL will pay a dividend in relation to the period commencing 1 July 2006 and ending on the Transaction Implementation
Date (Transaction Dividend}. The purpose of the Transaction Dividend is to ensure that AGL Shareholders obtain the benefit
of the profits of AGL's businesses up te the Transaction Implementation Date.

'
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Assuming that the timetable for the Recommended Proposal does not vary from the current timetable (which provides for
the Transaction Implementation Date as being 25 October 2006), the amount of the Transaction Dividend will be 25.5
cents per AGL Share.

The record date for the Transaction Dividend will be 7.00pm on 16 October 2006. The Transaction Dividend will be paid to
AGL Shareholders on 23 October 2006.

If the timetable for the Recommended Proposal changes, AGL will provide updated information in relation to this dividend
by announcements to ASX,

It is expected that both the Final Dividend and the Transactibn Dividend will be fully franked.
(b} Elements of the Recommended Proposal
The Recornmended Proposal has three key elements:
o the Alinta Scheme;
| the AGL Scheme; and
@ the Buy Back.

For the Recommended Proposal to proceed, Alinta Shareholders must vote in favour of the Alinta Scheme by the majority
referred to in Section 6.2(c). In addition, two meetings of AGL Shareholders must vote in favour of the AGL Scheme. The first
of these meetings will be a meeting of AGL Shareholders excluding the Alinta Group (referred to as the AGL Scheme Meeting)
and the second will be a meeting of the Alinta Group only (referred to as the Excluded AGL Shareholder Meeting).

At both of these meetings the relevant AGL Shareholders must vote in favour of the AGL Scheme by the majority referred
to in Section 6.2{(c).

The two meetings of AGL Shareholders are required because AGL Shareholders {other than the Alinta Group) will receive New
Alinta Shares, Converting Shares and AGL Energy Shares under the Recommended Proposal whereas the Alinta Group will not
receive these Shares. Because these two shareholder groups are treated differently under the AGL Scheme, the Corporations
Act requires that they each separately approve the AGL Scheme.

Both Schemes must also be approved by the Court and, if the necessary shareholder and Court approvals are obtained, will be
binding cn each shareholder of Alinta or AGL (as the case may be) regardless of whether a particular shareholder either did not
vote i relation to the relevant Scherne or voted against the relevant Scheme.

The Alinta Scheme and the AGL Scheme are interconditional which means that neither will proceed without the other. The AGL
Scheme will be implemented immediately after the Alinta Scheme is implemented. AGL Shareholders do not nead to approve
the Alinta Scheme ang cannot vote in relation to the Alinta Scheme (unless they are also Alinta Shareholders).

The Buy Back wili be undertaken, to achieve the issue of AGL Energy Shares to AGL Shareholders (other than the Alinta Group).
The terms of the Buy Back Agreement will be approved for the purposes of section 2570 of the Corporations Act by Paul
Anthony and Bob Browning as New Alinta Co's ordinary shareholders, prior to the Second Court Date. The Buy Back will not
require any other shareholder approval and will accur automatically if the Schemes are implemented (see Section 6.2{b)iii)

for further informaticn).

Faor the Reccmmended Proposal to be implemented, a number of additional conditions teo the Alinta Scheme and the AGL
Scheme rust either be satisfied {or waved). Further details of these conditions are set out in Section 6.2(d) in relation to the
AGL Scheme. The Alinta Scheme has similar conditions.

The Recommended Proposal as it relates to AGL incorporates a number of key dates:

W the AGL Scheme Effective Date, which is the date on which the Couri order approving the AGL Scheme takes effect.
This is expected to occur no later than 11 October 2006. The Alinta Scheme will also take effect on this date;

B the AGL Scheme Record Date, which is the date on which entitlements to participate in the AGL Scheme are determined. The
AGL Scheme Record Date will be five Business Days after the AGL Scheme Effective Date. It is anticipated to be 18 October
. 2006 The procedure for determining whe is entitled to participate in the AGL Scheme is described in Section 6.2(e);
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B the Transaction Implementation Date (also referred to as Campletion), which is the date on which completion of the
Recommended Proposal will occur. The Transaction Implementation Date is anticipated to be 25 October 2006. The
Transaction Implermentation Date will be 10 Business Days after the AGL Scheme Effective Date, or a later date agreed
between Alinta and AGL.. Further details of the events which will accur on the Transaction Implementation Date are set
out in Section 6.2(g).

It is also anticipated that 11 Cctober 2006 will be the last day AGL Shares trade on ASX with an entitlerment to participate in
the AGL Scheme. It is anticipated that New Alinta Shares and AGL Energy Shares will commence trading (initially on a deferred
settlement basis) on 12 Octeber 2006,
(i} Alinta Scheme
Under the Alinta Scheme, all of the Alinta Shares will be transferred to New Alinta Sub and Alinta Scherne Participants will
be entitled to receive one New Alinta Share for each of their Alinta Shares.
{ii) AGL Scheme
(A) Introduction
Under the AGL Scheme, all of the AGL Shares (other than the Excluded AGL Shares held by the Alinta Group) will be
transferred to a Subsidiary of New Alinta Co, New Alinta Sub, and AGL Scheme Participants will be entitled to receive
the AGL Scheme Consideration for each AGL Share held at the AGL Scheme Record Date.
(B} AGL Scheme Consideration

Each AGL Scheme Participant will be entitled to receive 0.6117 (rounded to four decimal places) New Alinta Shares
for each AGL Share and one Converting Share for each AGL Share. Any fractional entitlement of an AGL Scheme
Participant to a part of a New Alinta Share will be rounded up or down to the nearest whole number of New Alinta
Shares with fractions of 0.5 rounded up to the nearest whole number.

The treatment of Ineligible Overseas AGL Shareholders under the AGL Scheme is described in Section 6.2(h),
The treatment of the Alinta Group in its capacity as an AGL Shareholder is expiained in Section 6.2(b)(iv}.

The AGL Scheme Consideration will be provided to AGL Scheme Participants on the Transaction Implementation Date.
1t is anticipated that the Transaction Implementation Date will be 25 October 20086.

The calculation of the entitlement of AGL Scheme Participants to New Alinta Shares is explained in Schedule 2 of the
Merger Implementation Agreement and is equal to the Net Merger Value described in Part 1 of Schedule 2 to the
Merger Implementation Agreement divided by $10.80.

The AGL Scheme of Arrangerment is set out in Annexure A,
(iii) Buy Back
Under the Buy Back, New Afinta Co will buy back all of the Converting Shares issued to AGL Scheme Participants under the

AGL Schemne. The Buy Back will occur on the Transaction implementation Date but following the issue of the Converting
Shares to AGL Scheme Participants.

As consideration for the transfer to New Alinta Co of each Converting Share, AGL Energy will allot and issue AGL Energy
Shares to Buy Back Participants on the basis of one AGL Energy Share for each Converting Share bought back. The issue of
AGL Energy Shares Is subject to the condition precedent that AGL Energy has been admitted to the official list of ASX.

The treatment of Ineligible Overseas AGL Shareholders is described in Section 6.2(h).

The terms of issue of the Converting Shares set out in the New Alinta Constitution will provide for the shares to be bought
back by New Alinta Co on the terms and subject to the conditions contained in the Buy Back Agreement, immediately
following their issue. A summary of the Buy Back Agreement is contained in Section 6.8.

After the implementation of the Buy Back, the corporate structures of New Alinta and AGL Energy will be as shown in Figure 6 5.
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Figure 6.5
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(iv) Alinta Group and the AGL Scheme
(A) Excluded AGL shares

The Alinta Group wili not participate in the AGL Scheme in relation to the Excluded AGL Shares. This means that
following implementation of the Recommended Proposal the Alinta Group will not have any interest in AGL Energy.
It also means that Alinta will continue to hold the Excluded AGL Shares as indicated in Figure 6.5.

New Alinta Sub will also hold all the Alinta Shares as a result of the implementation of the Alinta Scheme.
(B) Options granted by Alinta

As at the date of this Booklet members of the Alinta Group are the registered holders of 90,904,997 AGL
Shares. On 2 March 2006 members of the Alinta Group entered into certain option deeds in respect of a total
of 12 million of these AGL Shares {Option Shares). Copies of the option deeds were annexed to a substantial
shareholding notice lodged by Alinta with ASX on 27 March 2006.

The terms of the option deeds give option holders the right to call for the Alinta Group to sell all or some of the
Option Shares to them during a 5 business day period commencing on the first business day after the Court orders
that the AGL Scheme Meeting be convened (Call Right). If the option holders exercise the Call Right then the
Option Shares acquired by the option holders from the Alinta Group will participate in the AGL Scheme if the AGL
Scheme is approved by AGL Shareholders and the Court. Accordingly, it will not be possible for the Option Shares
to be effectively cancelled under the Recommended Proposal in the way that the remainder of the other AGL
Shares held by the Alinta Group will be effectively cancelled.

In view of the above Alinta and AGL have agreed that:

W if the AGL Scheme is approved by AGL Shareholders and the Court, the Option Shares will participate in the
AGL. Scheme regardless of whether or not the option holders exercise the Call Right;

W to the extent that the option holders exercise the Call Right, Alinta will receive the agreed exercise price from the
option holder in respect of the relevant Option Shares which will then be transferred to the option helder. The
option holders will then participate in the AGL Scheme in the same manner as any other AGL Scherne Participant;
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B to the extent that the option holders do not exercise the Call Right in respect of all Option Shares, then
Goldman Sachs JBWere Pty Limited (GSIBW) and UBS AG, Australia Branch (UBS) (or their respective related
bodies corporate) will acquire the outstanding Option Shares from the Alinta Group at a price of $19.14 per
share. These outstanding Option Shares will be transferred to GSJBW and UBS immediately prior to the AGL
Scherme Record Date but after the record date for the Transaction Dividend. The outstanding Option Shares
acquired by GSJIBW and UBS will then participate in the AGL Scheme like all other AGL Shares held by AGL
Scheme Participants; and

W GSIBW and UBS will then sell the AGL Energy Shares and New Alinta Shares that they are issued under the AGL
Scheme by way of placement or sale on-market under an arrangement entered into with AGL Energy.

Fees will be payable by the parties to these arrangements for performing their respective obligations.
Alinta will not exercise the voting rights attached to the Option Shares to vote in relation to the AGL Scheme.

(c) Procedures — meetings and Court hearings

In accordance with an order of the Court dated 28 August 2006, AGL Shareholders (other than the Alinta Group} will be asked
to pass a resolution approving the AGL Scheme at the AGL Scheme Meeting to be held on & October 2006 at City Recital Hall,
Angel Place, Sydney commencing at 10.30am. The notice cenvening the AGL Scheme Meeting is set out in part 1 of Section 1Q.

At a meeting immediately following the AGL Scheme Meeting (the Excluded AGL Shareholder Meeting) Alinta GH in its capacity
as holder of the Excluded AGL Shares will be asked to pass a resolution approving the AGL Scheme. The notice convening the
Excluded AGL Shareholder Meeting is set out in part 2 of Section 10.

For the AGL Scheme to proceed:

B the AGL Scheme must be approved at the AGL Scheme Meeting by a majority in number of the AGL Shareholders other
than the Alinta Group voting (whether in person or by proxy) at the AGL Scheme Meeting, who must together hold at least
75% of the votes cast on the resclution. Voting at the AGL Scheme Meeting will be by poll; and

B the AGL Scheme must be approved by the same majority of the holder of the Excluded AGL Shares. As alt the Excluded
AGL Shares are held by Alinta GH, this means that the resolution must be approved by that holder.

The voting majorities required for the Alinta Scheme tc proceed are similar to those for the AGL Scherne except that there will
only be one meeting of Alinta Shareholders. In other words, the Alinta Scheme must be approved by a majority in number of the
Alinta Shareholders voting (whether in person or by proxy) at the Alinta Scheme Meeting, who must together hold at least 75%
of the votes cast in relation to the resolution to approve the Alinta Scheme.

{d) Conditions precedent to implementation of the AGL Scheme

The AGL Scheme will become binding on AGL and AGL Shareholders only if the following conditions are satisfied {or waived by
AGL and/or Alinta and/or New Alinta Co as required by the Merger implementation Agreement):

(i} Schemes Effective: the Alinta Scheme and the AGL Scheme become Effective by 31 December 20086, or such later
date agreed by AGL and Alinta in writing;

(i) Orders and injunctions: no temporary restraining order, preliminary or permanent injunction or other order is issued
by any court of competent jurisdiction or other legal restraint or prohibition preventing the AGL Scheme or the Alinta
Scheme is in effect at 8.00am on the Second Court Date;

(i) ATO class ruling: by 8.00am en the Second Court Date, a class ruling {or class rufings) is published by the ATO
confirming that capital gains tax rollover retief will be available for eligible AGL Shareholders in relation to the AGL
Scheme and confirming that the buy back of the Converting Shares and issue of AGL Energy Shares will be a
conversion of convertible interests for the purpose of sub division 130-C of the Income Tax Assessment Act 1997
(Cth) and that the buy back will not give rise to a dividend for taxation purposes to AGL Shareholders;

(iv) No regulatory intervention: before 8.00am on the Second Court Date, no requlatery authority has issued an order, decree
or ruling permanently enjoining, restraining or otherwise prohibiting New Alinta Co or Aiinta from acquiring an ownership
interest in, or the assets owned by, AGL at the time from which the AGL Scherne is implemented including, the AGL
Infrastructure Assets, and that such order, decree, ruling, other action or refusal has become final and non-appealable;

(v) No breach or termination: there has been no material breach or termination of the Merger Implementation Agreement

before 8.00arm on the Second Court Date; .
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(vi) No material adverse change: there has been no AGL Infrastructure Material Adverse Change (as that term is defined in
the Merger Implementation Agreement) before 8.00am on the Second Court Date;

(vii) No material acquisitions and disposals: except for certain excluded matters no material acquisition or disposal has
occurred in relation to the AGL Infrastructure Businesses {as that term is defined in the Merger Implementation
Agreement) without Alinta’s prior written consent before 8.00am on the Second Court Date;

(vii(} Consent of third parties: by 8.00am on the Second Court Date, every person who has or will have a right under any
agreement or arrangement which is material in the context of the AGL Infrastructure Businesses (as that term is
defined in the Merger Implementation Agreement) or the AGL Energy Business (as that term is defined in the Merger
Implementation Agreement) or to which AGL or a controlled entity is a party, which could result in the agreement
or arrangement being terminated or varied or action taken under it, provides to the applicable AGL company their
consent to the change in control or an enforceable, irrevocable and unconditional release or waiver of the relevant
right or rights and a copy of the consent or release is provided to Alinta;

(ix) Prescribed occurrence: there has been no AGL Prescribed Occurrence (as that term is defined in the Merger
Implementation Agreement) before 8.00am on the Second Court Date cther than as required or contemplated by the
Merger Implementation Agreement or other Transaction Docurnents;

(x) Alinta representations and warranties: the representations and warranties of Alinta in the Merger Implementation
Agreement that are qualified as to materiality are true and the representations and warranties of Alinta in the Merger
Implementation Agreement that are not qualified by materiality are true in all material respects, in each case as at the
date of the Merger Implementation Agreement and at 8.00am on the Second Court Date and a certificate confirming
this and certain other matters set out in the Merger Implementation Agreement is provided by Alinta to AGL by
9.00am on the Second Court Date:

(xi) AGL and AGL Energy representations and warranties: the representations and warranties of AGL and AGL Energy in the
Merger Implementation Agreement that are qualified as to materiality are true and the representations and warranties
of AGL and AGL Energy in the Merger Implementaticn Agreernent that are not qualified by materiality are true in
all material respects, in each case as at the date of the Merger Implementaticn Agreement and at 8.00am on the
Second Court Date and a certificate confirming this and certain other matters set out in the Merger Implementation
Agreement is provided by AGL and AGL Energy to Alinta by 9.00am on the Second Court Date;

{xii) New Alinta Co representations and warranties: the representations and warranties of New Alinta Co in the Merger
Impiemnentation Agreement that are qualified as to materiality are true and the representations and warranties of
Alinta in the Merger implemnentation Agreement that are not qualified by materiality are true in ail material respects,
in each case as at the date of the Merger Implementation Agreement and at 8.00am on the Second Court Date and a
certificate confirming this and certain ather matters set out in the Merger Implementation Agreement is provided by
New Alinta Co to Alinta and AGL by 9.00am on the Second Court Date;

(i) Directors’ recommendation: before the AGL Scheme Meeting, a majority of the AGL Directors do not change or
withdraw their recommendation to AGL Shareholders to vote in favour of the AGL Scheme;

{xiv) ASX - AGL Energy: ASX approves the admission of AGL Energy to the official list of ASX and grants permission
for official quetaticn of the AGL Energy Shares on ASX, subject only to the AGL Scheme becoming Effective and
such other conditions (including the provision of information required by ASX and other customary pre-quotation
conditions) as are acceptable to AGL and AGL Energy; and

(xv) ASX — New Alinta Co: ASX approves the admission of New Alinta Co to the official list of ASX and grants permission for
official quotation of the New Alinta Shares on ASX, subject only to the AGL Scheme and the Alinta Scheme becoming
Effective and such other conditions (including the provision of information required by ASX and other customary pre-
quotation conditions) as are acceptable to AGL, Alinta and New Alinta Co.

(e) Determination of entitlements

For the purpose of determining which AGL Shareholders are eligible to participate in the AGL Schemne, dealings in AGL Shares
will be recognised only if:

B in the case of dealings of the type to be effected using CHESS, the transferee is registered as the holder of the relevant
AGL Shares on or befere the AGL Scheme Record Date; and
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B inall other cases, registrable transfer or transmission applications in respect of those dealings are received by the AGL
Share Registry on or before the AGL Scheme Record Date.

For the purposes of determining entitlements under the AGL Scheme, AGL will not accept for registration or recognise any
transfer or transmission application in respect of AGL Shares received after the AGL Scheme Record Date. AGL will use the AGL
Share Register in the manner described above to determine the entitlements of AGL Shareholders under the AGL Scheme.

AGL Scheme Participants who receive Converting Shares under the AGL Scheme wili be entitled to participate in the Buy Back
and will be issued with AGL Energy Shares.

(f} Effect of Recommended Proposal on AGL share and incentive plans

Details of the effect of the Recommended Proposal, including the AGL Scheme, on participants in AGL's current share and
incentive plans are set out in Section 9.1.

(g) Timetable for implementing the Recommended Proposal

An indicative timetable setting out the impartant dates for the Recommended Proposal and in particular the AGL Scherne, is
listed in the front of this Booklet, Timing of the events referred to below could change for a number of reasons, including delay
in obtaining AGL Shareholder or Court approval in refation to the AGL Scheme or Alinta Shareholder or Court approval in relation
to the Alinta Schemne. :

In summary, if the AGL Scheme is approved and all other conditions of the AGL Scheme are satished or waived:

M the Court will be asked to approve the AGL Scheme pursuant to section 411(4)(b) of the Corporations Act at a hearing to
be held shortly after the AGL Meetings. it is expected that this hearing will be held on or about @ October 2006;

| if the Court approves the AGL Schemne, the AGL Scheme Effective Date will be the date the Court order approving
the AGL Scheme takes effect. Ordinarify, this would be the date on which the order is lodged with ASIC. It is expected
that this will occur on or about 171 October 2006 {being the second Business Day immediately after the Court crder is
expected to be made);

B AGL will notify ASX when the AGL Scheme becomes Effective;

B at the opening of trading on ASX on the first Business Day following the AGL Scheme Effective Date {expected to be
11 October 2006), AGL Shares will cease trading on ASX with an entitlerment o the AGL Scheme Consideration (that
is, purchasers of AGL Shares prior to that date will be entitled to receive the AGL Scheme Consideration under the AGL
Scheme, provided they remain on the AGL Share Register on the AGL Scheme Record Date);

B on the Transaction Implementation Date;

- subject to the condition precedent that New Alinta Co has been admitted to the official list of ASX, New Alinta Co will issue
the New Alinta Shares and Converting Shares to AGL Scherne Participants {other than Ineligible Cverseas AGL Shareholders);

- New Alinta Co will register or cause to be registered the AGL Scheme Participants (other than Inefigible Overseas AGL
Shareholders) as holders of the New Alinta Shares and Converting Shares to which the AGL Scheme Participants are
entitled under the AGL Scheme;

- subject to the condition precedent that AGL Energy has been admitted to the official list of ASX, AGL Energy will issue
the AGL Energy Shares to AGL Scheme Participants as consideration for the buy back of their Converting Shares; and

- AGL Energy will register or cause to be registered the AGL Scheme Participants as the holders of AGL Energy Shares
to which AGL Scheme Participants are entitled under the Buy Back;

W on, or as soon as practicable after the Transaction Implementation Date, New Alinta Co must procure the issue and dispatch
to AGL Scheme Participants (other than Ineligible Overseas AGL Shareholders) of CHESS holding staterments in the name of
each eligible AGL Scheme Participant in respect of the New Alinta Shares to which they are entitled, by prepaid post to the
AGL Scheme Participant at their registered address, in accordance with the ASTC Settlerment Rules and the Listing Rules.

In the case of joint holders of shares, a CHESS holding statement will be issued and dispatched to the holder whose name
appears first in the AGL Share Register, at the AGL Scheme Record Date; and
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@ on, or as saon as practicable after the Transaction Implementation Date, AGL Energy must procure the issue and dispatch
to AGL Scheme Participants (other than Ineligible Overseas AGL Shareholders) of CHESS holding statements in the name of
each eligible AGL Scherme Participant in respect of the AGL Energy Shares to which they are entitled, by prepaid post to the
AGL Scheme Participant at their registered address, in accordance with the ASTC Settlement Rules and the Listing Rules.

In the case of jeint holders of shares, a CHESS holding staternent will be issued and dispatched to the holder whose name
appears first in the Converting Register at the Buy Back Record Date.

New Alinta Shares will initially trade on ASX on a deferred settlement basis. This is expected to be from on or about 12 October
2006. Normal trading of New Alinta Shares is expected to commence on 26 Cctober 2006,

AGL Energy Shares will initially trade on ASX on a deferred settlement basis. This is expected to be from on or about 12 October
2006. Normal trading of AGL Energy Shares is expected to commence on 26 October 2006.

(h) AGL Scheme Participants and Ineligible Overseas AGL Shareholders

AGL Shareholders (other than Afinta GH) whose address as shown in the AGL Share Register on the AGL Scheme Record Date
is in Australia, its external territories, Hong Kong, Japan, New Zealand, Singapore, the United Kingdom cr the United States of
Arnerica will be entitled to receive New Alinta Shares and Converting Shares pursuant to the AGL Scheme. In addition, these
AGL Shareholders will be entitled to participate in the Buy Back and to receive AGL Energy Shares when their Converting Shares
are bought back under the Buy Back.

AGL Shareholders whose address as shown in the AGL Share Register on the AGL Scheme Record Date is in & place outside the
places referred to above have been ciassified as Ineligible Overseas AGL Shareholders because the issue of New Alinta Shares,
Converting Shares and AGL Energy Shares may be prohibited by the laws of the jurisdictions in which they reside or may require
compliance with conditions or legal requirements which AGL regards as onerous.

Ineligible Overseas AGL Shareholders will be entitled to participate in the AGL Scheme on the same basis as all AGL
Shareholders, other than Alinta GH. However, ineligible Cverseas AGL Sharehclders will not receive New Alinta Shares

or Converting Shares. Instead, the New Alinta Shares and the Converting Shares will be issued to a nominee of AGL Energy

and New Alinta Co, the Nominee. Under the AGL Scheme of Arrangement, Ineligible Overseas AGL Shareholders appoint AGL as
their agent to receive any financial services guide or other notice given by the Nominee. Copies of any documents AGL receives
from the Nominee as agent for Ineligible Overseas AGL Shareholders will be published on AGL's website.

AGL will use its best endeavours to procure that the Nominee enters into a deed poll which sets out the covenants to be given
by the Nominee in favour of AGL Shareholders other than Alinta GH to perform its obligations under the AGL Scheme.

The Nominee will sell the relevant New Alinta Shares on behalf of the Ineligible Overseas AGL Shareholders as soon as
reasonably practicable {and in any event by no later than 20 Business Days after the Transaction Implementation Date).

The Nominee will then remit the proceeds of sale of all such New Alinta Shares (after deduction of any fees and taxes or other
charges or costs of sale) to AGL. AGL will then pay to each Ineligible Overseas AGL Shareholder the average net proceeds of
sale of the New Alinta Shares to which the Ineligible Overseas AGL Shareholder would otherwise have been entitled.

The Nominee will participate in the Buy Back in relation to the Converting Shares held by it on behalf of the Ineligible Overseas
AGL Shareholders and will receive AGL Energy Shares under the Buy Back. The Nominee will then sell the relevant AGL Energy
Shares on behalf of Ineligible Overseas AGL Sharehclders as soon as reasonably practicable (and in any event by no later than
20 Business Days after the Transaction Implementation Date). The Nominee will then remit the proceeds of sale of all such

AGL Energy Shares (after deduction of any fees and taxes or other charges or costs of sale) to AGL. AGL will then pay to each
Ineligible Cverseas AGL Sharehclder the average net proceeds of sale of the AGL Energy Shares to which the Ineligible Overseas
AGL Shareholder would otherwise have been entitled.

The net proceeds of sale of the New Alinta Shares and AGL Energy Shares will be paid to the Ineligible Overseas AGL
Shareholders within 33 Business Days after the Transaction Implementation Date by cheque in Australian currency drawn

on an Australian bank. Full details of this process are contained in clause 3.5 of the AGL Scheme of Arrangement (which is set
out in Annexure A),

6.3 Summary of Merger Implementation Agreement, Transaction Implementation
Deed and Relationship Deed
{a) Merger Implementation Agreement

AGL, AGL Energy, Alinta and New Alinta Co have entered into the Merger Imptementation Agreement to establish the basis on
which the Recommended Proposal will be undertaken. The key terms of the Merger Imglementation Agreement are summarised
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below. A full copy of the Merger Implementation Agreement can be obtained from ASX’s website or by calling the AGL
Shareholder Infermation Line.

Defned terms used in this Section 6.3 which are not defined in the Glossary in Section 11 have the meaning given in the
Merger Implementation Agreement.
(i) Provision of information

Alinta must prepare and provide to AGL all information about Alinta, and AGL must prepare and provide to Alinta all
infarrmation about AGL, which is required to be included in this Bocklet and the Alinta Scheme Booklet in order to enable
this Booklet and the Alinta Scheme Booklet to comply with all legal requiremnents under the Corporations Act, the
Corporations Regulations and ASIC Policy Statements 60 and 142.

A party who provides such information is responsible for such information.

(i1) Obligations of the parties to implement the Recommended Proposal

Each party must execute afl documents and do all acts and things necessary for the implementation and performance of
the Schemes as expeditiously as practicable, including various matters detailed in the Merger Implementation Agreement.
(iii) Conditions precedent

The obligations of AGL and New Alinta to implement the AGL Scheme are subject to the satisfaction of certain conditions
precedent which are listed in Section 6.2(d).

The Alinta Scheme is subject to similar conditions precedent.

The Alinta Scheme and the AGL Scheme are interconditional which means that the AGL Scheme will not proceed unless the
Alinta Scheme proceeds and vice versa.

The Merger implementation Agreement is subject to a sunset date of 31 December 2006, or such later date as is agreed
between AGL and Alinta. If the AGL Scheme and the Alinta Scheme have not been implemented by the sunset date, AGL
or Alinta may terminate the Merger Implementation Agreement.

(iv) Buy Back

The Buy Back will occur autornatically if the Schemnes are implemented and is described more fully in Section 6.2 (b)(jii).
New Alinta, AGL, AGL Energy and Alinta must execute all documents and do all acts and things necessary for the
implementation of the Buy Back as expeditiously as practicable.

(v)Conduct of business

From 26 April 2006 ta the Transaction Implementation Date, AGL agrees that it will, and will use its best endeavours {to
the extent it is able, and subject to the fiduciary duties of applicable nominee directors) to ensure that ActewAGL will carry
on the AGL Infrastructure Businesses in the ordinary course of business consistent with the business practices of the AGL
Group and ActewAGL respectively, including:

B using its reasonable endeavours to ensure that no AGL Infrastructure Material Adverse Change or AGL Prescribed
Occurrence occurs; and

B carrying on the business consistently with the AGL asset management plans in place on 26 April 2006.

However, the parties agree that this does not limit or regulate the way that AGL conducts the AGL Energy Business
(provided there is no material adverse effect on the AGL Infrastructure Businesses) and does not prevent AGL from doing
any act or incurring any liability if the act or liability has been done with the prior written approval of Alinta or at the prior
written request of Alinta.

Alinta has similar obligations in relation to the Alinta Businesses and must carry on the WA Retail Business consistently with
the business plans in place on 26 April 2006.

From 31 May 2006 to the Transaction Implementation Date, New Alinta and New Alinta Sub agree with AGL and Alinta
that they will not, unless AGL and Alinta otherwise approve, conduct any business or activity or incur any liabilities or
acquire any assets.

{vi} Transition committee
From the date of the Merger Implementation Agreement until the Transaction Implementation Date, a committee -
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comprising three officers of each of Alinta and AGL will be constituted. The committee will meet on at least a fortnightly
basis to facilitate the exchange of information, identify and initiate structures and/or processes required to ensure an
orderly separation of people and systems, and ensure business continuity issues are identified and resclved. The parties will
co-operate with one another in good faith to assist the committee to perform its role.

The transition committee was established prior to the date of this Booklet,

(vii) Takeover bids

AGL must not vary the AGL Takeover Bid and Alinta must not vary the Alinta Takeover Bid, except by extending (frorm fime
to time) the offer period under those bids.

(viii) Other documents

The Merger Implementation Agreement provides that AGL and Alinta must negotiate in good faith the terms of the various
Transaction Documents.

(ix) Termination

Without limiting any cther provision of the Merger Implementation Agreement, the Merger Implementation Agreement
may be terminated at any time prior to the commencement of the hearing of the application to the Court to approve the
Schemes on the Second Court Date, by AGL or Alinta, if:

W the other party is in material breach of the Merger Implementation Agreement before the Second Court Date and falls
to remedy that breach;

B amajority of the other party’s directors withdraw or change their recommendation of the Recommended Proposal
or recommend, promote or otherwise endorse a competing transaction;

W the parties are unable to reach agreement as to an alternate course of action if a condition precedent is not satisfied
_ or waived;

B acourt has issued a final and non-appealable order, decree or ruling or taken other action which permanently restrains
or prehibits the Recommended Proposal;

W the Court finally deterrnines to refuse to make any order convening the Scheme Meetings or any order approving the
Schemes and an opinion is obtained from Queen’s Counsel or Senior Counsel that an appeal against that decision would
have no reasonable orospect of success;

B AGL Shareholders do not approve the AGL Scheme at the AGL Scheme Meeting or Alinta Shareholders do not approve
the Alinta Scherne at the Alinta Scheme Meeting, by the majority required under the Corporations Act; or

W the sunset date {whichis 31 December 2008, or such later date agreed by the parties) has passed without
Completion occurring.

Neither New Alinta nor New Alinta Sub will have any right to terminate the Merger Implementation Agreement.

{x) Break fee

AGL agrees to pay Alinta the break fee amount of $45 million if at any time after the execution of the Merger
Implermentation Agreement and before the earliest of terminaticn, the date upon which the Schemes become Effective,
and the sunset date (whichis 31 December 2006, or such later date agreed by the parties) (Break Fee Date), any of the
following occurs:

B 2 competing takeover proposal is announced or open for acceptance in relation to the entire issued ordinary share
capital of AGL and the competing takeover proposal is or becomes free from alf defeating conditions and the bidder
acquires a relevant interest in more than 50% of AGL's issued ordinary share capital;

W acompeting takeover proposal is announced or open for acceptance in relation to the entire issued ordinary share
capital of AGL and the AGL directors {or a majority of them) recommend the competing takeover proposal;

B a2 majority of the AGL directors fail tc make or withdraw a recommendation to AGL Shareholders in favour of the AGL
Scheme and the approval of AGL Shareholders is not abtained to the AGL Scheme at the AGL Scheme Meeting unless
the Independent Expert’s report commissioned by AGL in respect of the AGL Scheme fails to conclude that the AGL
Scheme is in the best interests of AGL Shareholders;
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B a3 majority of the AGL directors endorse or otherwise support a proposal or offer to acquire the whole or a substantial
part of AGL's assets, business or property made by a person other than Alinta or a Related Body Corporate of Alinta;

B aperson other than Alinta (or a Related Body Corporate of Alinta) acquires or agrees to acquire {(whether or not that
agreement is conditional) the whole or a substantial part of AGL's assets, business or property; or

B Alinta terminates the Merger Implementation Agreement because AGL is in material breach of the Merger
Implementation Agreement, provided that the prevention of that breach was within the control of AGL. To avoid
doubt, where the parties fail ta agree a Transaction Document, a party will be under no cbligation to pay a break fee
where it has negotiated in good faith and used best endeavours to agree such Transaction Document.

Similarly, Alinta agrees to pay AGL the break fee amount of $45 milliors upon the occurrence of similar events in relation to Alinta.

(xi) “No shop” and “no talk”

Between 26 April 2006 and the Break Fee Date, the parties are subject to “no shop” and subject to directors’ iduciary
duties, “no talk” obligations.

(xii} Standstill

Except in relation to carrying out the Recommended Proposal each of Alinta, New Alinta and AGL Energy must not, without
the other parties’ prior approval, for a period of 24 months after the Transaction Implementation Date, acquire, purchase or
sell or agree to acquire, purchase or sell any securities of the other parties.

The standstill ceases in relation to Alinta and New Alinta if a third party announces a proposal to acquire the entire issued
capital of AGL Energy and ceases in relaticn to AGL Energy if a third party announces a proposal to acquire the entire issued
capital of Alinta or New Alinta.

(xiit) AGL Infrastructure Assets

New Alinta must not dispose of, or grant any right in, over or in respect of, the AGL Infrastructure Assets in the period from
Completion to the date which is one year after Completion, except for:

B New Alinta or its Subsidiaries disposing of Gas Vaipo;

B New Alinta or its Substdiaries granting any charge, mortgage or other security interest in respect of the AGL
Infrastructure Assets to a lender;

M if AIH consents to the transfer to AlintaAGL of the WA Cogeneraticn assets, New Alinta or its Subsidiaries disposing
of AGL Infrastructure Assets to AlH which have a value of less than $1.2 billion in the period commencing six months
after Completion; or

B New Alinta or its Subsidiaries disposing of AGL Infrastructure Assets where such disposal has, after Completion, been
approved by an erdinary resolution passed by New Alinta Shareholders.

Consent to the transfer to AlintaAGL of the WA Cogeneration assets has been given by AlH.

AGL will ensure that it participates in APT's distribution reinvestment plan in respect of the distribution for the period

te Completion 1o a sufficient extent so as to maintain its unit holding in APT at 30%.

(xiv}) Alinta Bridge Debt and AGL Infrastructure Debt

At the Transaction Implementation Date, AGL Energy agrees to be responsible for assuming the obligation to repay
$970.32 million of the Alinta Bridge Debt and Alinta agrees to be responsible for assuming the obligation to repay $3.104
biflion of AGL’s financing liabilities. This is described further in Section 6.2(za)(vi).

(xv) Working capital

The Merger Implernentation Agreement provides for a working capital adjustment between Alinta and AGL Energy as

at Completion.

AGL Energy will compensate Alinta to the extent that the dividend paid ir respect of the AGL Shares held by Alinta prior to
the Transaction implementation Date is less than the Agreed Dividend.

(xvi} Costs
The Merger implementation Agreement allocates respensibility for payment of costs and expenses, including AGL
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corporate staff asscciated with its infrastructure businesses, IT bureau costs and costs associated with the establishment
of the bureau and stamp duty, incurred in connection with various aspects of the Recommended Proposal, as well as the
AGL Takeover Bid and Alinta Takeover Bid.

{xvii) Cash sweeps

AGL will be entitled to undertake a cash sweep of AGL and Alinta will be entitled to undertake a cash sweep of the WA
Retail Business, each immediately prior to Completion.

(xviii) Representations and warranties

AGL, AGL Energy, New Alinta Co and Alinta each make a number of representations and warranties to each other party
including in relation to status, authority, due execution, issued capital and the cantents of this Booklet and the Alinta
Scheme Boaklet. The parties indemnify each other against all claims, liabilities and losses suffered or incurred as a resuft of

a breach of such representations and warranties. tn addition, AGL Energy must indernnify Alinta and New Alinta in respect of

_ any claims which may be brought for a breach by AGL of the Merger Implemnentation Agreement. However, from 6.00pm
on the Transaction Implementation Date, no party will be able to make a claim against another party for a breach of the
Merger Implementation Agreement (including for a warranty given) except in limited circumstances.

(b) Transaction Implementation Deed

The Transaction Implernentation Deed was entered into by AGL, Alinta, New Alinta Co, AGL Energy and New Alinta Sub on 22
June 2006 ang sets out the steps required to be taken by each of the parties to implement the Recommended Proposal. Some
of the key steps required to be undertaken pursuant to the Transaction Implementation Deed include the internal restructuring
of AGL Energy’s and Alinta’s businesses in anticipation of implementation of the Recommended Proposa!, AGL Energy and New
Alinta Co applying to be listed on ASX, New Alinta Co issuing New Alinta Shares to AGL Scheme Participants and Alinta Scheme
Participants and Converting Shares to AGL Scherme Participants and AGL Energy issuing AGL Energy Shares to Buy

Back Participants.

(i) Obligations of AGL

Under the Transaction Implementation Deed, AGL agrees that it will take certain steps necessary to implement the
Recommended Proposal including:

8 procuring that the AGL Energy Board is reconstituted so that it comprises Mark Johnson (Chairman), Graham Reaney,
Paul Anthony (Managing Director), Charles Allen AQ, David Craig, Carolyn Hewsen and Max Ould;

causing AGL Energy to apply for admission to the official list of ASX and quotation of AGL Energy Shares on ASX;
causing AGL Energy to adopt the New AGL Energy Constitution;

reconstituting the AGL Beard so that it comprises such persons as New Alinta Co may nominate; and

changing its name, to a name that does not include the word "AGL" as soon as reasonably practicable following

Completion, and in any event within three months after Completion subject to the arrangements referred fo in Section

5.5(a).
(ii) Obligations of AGL Energy

Under the Transaction Implementation Deed, AGL Energy agrees that it will take the steps necessary to implement the
Recormmended Proposal.

(iii} Obligations of Alinta

Under the Transaction Implementation Deed, Alinta agrees that it will take the steps necessary to implement the
Recommended Proposal.

(iv) Obligations of New Alinta Co

Under the Transaction Implementation Deed, New Alinta Co agrees that it will take the steps necessary to implement the
Recommended Preposal, including:

B reconstituting the New Alinta Board so that it comprises persens nominated by Alinta;
M applying to ASX for admission to the official list of ASX and for official quatation of all New Alinta Shares on ASX; and

B adopting the New Alinta Constitution on or before the Second Court Date.
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(c) Relationship Deed

The Relationship Deed was entered into by AGL, AGL Energy, Alinta and New Alinta Co on 22 June 2006 and deals with
transitional, cornmercial and legal issues arising in connection with the legal and economic separation of AGL Energy from
New Alinta Co and the ongoing relationship between AGL Energy and New Alinta Co following the implementation of the
Recommended Proposal. The key terms of the Relationship Deed are summarised below.

(i) Claims

From Completion, AGL Energy must indermnify New Alinta against any losses or liabilities incurred by New Alinta in respect
of a claim made against New Alinta that relates to a liability of the businesses of AGL Energy at Completion and New Alinta
Co must indemnify AGL Energy against any losses or liabilities incurred by AGL Energy in respect of a claim made against
AGL Energy that relates to a liability of the businesses of New Alinta at Completion. Such claims must be notified to the
other party within 12 months after Completion.

AGL Energy and New Alinta Co acknowledge that from Completion, AGL Energy will not have the right to make any claim
against any New Alinta company, and New Alinta Co will not have the right to make any claim against any AGL Energy
company for liability or loss arising directly or indirectly in relation to the transfer of assets and shares contempiated by the
Transaction Implementation Deed (summarised in Section 6.3(b}), the Recommended Proposal or the operation of AGLS
energy business or any AGL Energy company (in the case of AGL Energy) or AGL’ infrastructure business or any New Alinta
company (in the case of New Alinta Co) unless the claim relates to a breach of the Relationship Deed or is expressly permitted
by the Relationship Deed, another Transaction Document, or an agreement between AGL Energy and New Alinta operative at,
or entered into, after Comgletion.

All claims which may be made under the Relationship Deed must be notified to the other party within specific time frames
depending on the type of claim.

(ii} Contracts

The parties agree to use their best endeavours to give effect to the assignment, novation or separation to AGL Energy of any
contract relating to the businesses conducted by AGL Energy at Completion (Energy Contract) and to New Alinta of any
contract relating to the businesses conducted by New Alinta at Completion (New Alinta Contract), procure any necessary
third party contractual consents, procure the release of any guarantees given by New Alinta in relation to the obligations of
AGL Erergy (and vice versa), and procure the release of any encumbrances granted by New Alinta over the assets of New
Alinta which relate to a liability of AGL Energy (and vice versa), by Completion or as promptly as practicable after Completion.

For a period of two years from Completion, New Alinta Co and AGL Energy must continue to use their best endeavours
to obtain an assignment, novation or separation of any Energy Contract or New Alinta Contract (as the case may be),
and after this time, must use their best endeavours to enter into economically equivalent arrangements including back
to back arrangements.

From Completion, AGL Energy indemnifies New Alinta against all liability or loss incurred by New Alinta:
8 under or in connection with an Energy Contract;

| arising in relation to any guarantees or indemnities given by New Alinta or by a financial institution at the request of
New Alinta in favour of a third party prior to Comgpletion that refate to the businesses conducted by AGL Energy at
Completion or an Energy Contract; or

B arising in relation to an encumbrance granted over the assets of New Alinta to the extent such encumbrance relates
to a liability or obligation of AGL Energy.

From Completion, New Alintz Co indemnifies AGL Energy against similar liability or losses incurred by AGL Energy in respect
of the businesses conducted by and contracts of New Alinta (excluding the Alinta Group) at Completion.

(iii) Litigation management

AGL Energy and Mew Alinta Co must assist each other in relation to the management of current litigation matters. AGL Energy
indemnifies New Alinta against any liability or loss suffered or incurred by a New Alinta company in connection with current
litigation which relates to AGL's energy business. New Alinta Co indemnifies AGL Energy against any liability or loss suffered or
incurred by an AGL Energy company in connection with current fitigation which relates to AGL's infrastructure business.

!
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(iv)} Employees and superannuation

From Completion:

B AGL Energy will be respansible for and will indemnify New Alinta Co against liability or loss arising out of any aspect of
the employment of any AGL Energy employee; and

B New Alinta Co will be responsible for and will indemnify AGL Energy against liability or Joss arising out of any aspect of
the employment of any employee of the AGL Group which will becomne part of New Alinta after Completion.

In relation to the superannuation funds, Equipsuper and Russell SuperSolution Master Trust, from Completion, AGL Energy
will take all necessary steps to establish sub-plans in Equipsuper and the Russell SuperSolution Master Trust and ensure, to
the extent reasonably practicable, that AGL Energy employees become members of such sub-plans.

The parties will take all necessary steps to ensure the trustees of Equipsuper and the Russell SuperSolution Master Trust
transfer the vested benefits of AGL Energy employees who are members of those funds and related reserves and surpluses
to the new sub-plans to be established by AGL Energy.

(v) Insurance

From Completion, AGL Energy will maintain insurance in respect of its businesses, covering such risks and for such amounts
as is usual business practice in similar businesses. However, AGL and New Alinta Co will use their reasonable endeavours

to ensure that after Completion, AGL Energy has access to benefits attaching to AGL and New Alinta Co insurance policies
to be maintained in respect of the businesses conducted by AGL Energy up to Completicn {or where premiums have been
paid for periods beyond Completion, to the end of those periods).

From Completicn, New Alinta Co will be responsible for maintaining insurance for New Alinta.

{vi} Taxation

The parties have agreed provisions to adjust tax liabilities between AGL Energy and New Alinta to ensure that the intended
economic effect of the Recornmended Proposal is achieved and that AGL has sufficient funds to meet its pre-Completion
tax liabilities. In addition, the parties have agreed the provisions to facilitate the preparation of tax returns for the period up
to the Transacticn Implementation Date.

(vii) Access to records

The Relationship Deed sets out the principles that AGL Energy and New Alinta will observe in allocating and accessing the
records of the AGL Group,

(viii) Registers of fixed assets and intellectual property

The Relationship Deed sets out the principles that AGL Energy and New Alinta will observe in relation to the allocation
between thern of the fixed assets and intellectual property of the AGL Group.

(ix) Corporate Cost Allocation

Under the Relationship Deed, the parties have agreed to certain principles regarding the allocation of corporate costs
including property rental and redundancy costs. AGL Energy and New Alinta have agreed to negotiate in good faith and use
best endeavours to agree such further documentaticn as is necessary to give effect to these principles.

In addition, New Alinta has agreed to pay certain redundancy costs to AGL Energy. This payment will be settled as part of
the working capital adjustment required under the Merger Implementation Agreement.

6.4 Information systems
(a) Bureau Services Agreement

Upon implementation of the Recommended Proposal, New Alinta and AGL Energy will need to operate as separate entities.
However, they will both reguire the use of certain IT systems which are currently operated by AGL. The AGL Board anticipates

that the information systems of AGL which are identified as being “shared or significantly integrated” will be made available to a
third party bureau provider (Bureau Services Provider) to enable the Bureau Services Provider to provide information services
to each of New Alinta and AGL Energy during a transition period. New Alinta and AGL Energy wil} each enter into a Bureau Services
Agreement with the Bureau Services Provider for these services for a period up to 24 months fcllowing the implementation of the
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Recornmended Proposal. The AGL Board anticipates that these agreements will provide for various matters including:

(i) the provision of shared infrastructure to the Bureau Services Provider (to the extent required to support the operation
of firstly, shared or integrated applications and, secondly, those applications that are separately operated by New Alinta
or AGL Energy, and which are required to be operated on shared infrastructure); and

(i) personnel of AGL to be made available to the Bureau Services Provider on a basis to be agreed, as required for the
operation of the shared/integrated applications or the shared infrastructure.

{b) Business Continuity Agreement

New Alinta and AGL Energy also contemplate entering into a Business Continuity Agreement to the extent required, which
sets out the governance arrangements between the parties and their mutual obligations, relating to continuity of common
business processes {being those business processes where the parties are mutually dependent on each other) and/or other
necessary transitional arrangements. It is anticipated that this agreement will apply for a period up to 24 months following the
implementation of the Recommended Proposal.

6.5 intellectual property assignments and licences for each of AGL and Alinta

{a) AGL intellectual property assignment and licence deeds

As AGLIF will become part of New Alinta upen implementation of the Recommended Proposal, AGL and AGL Energy
have entered, or will, prior to the Transaction Implermmentation Date, enter into the following agreemenis in relation
to intellectual property.

AGL Intellectual Property Assignment Deed

The AGL Intellectual Property Assignment Deed will provide for the assignment by AGL to AGL Energy of specified intellectual
property including:

M the "AGL™ name;

B various AGL trade marks such as the AGL, FIVE FINGER loge, LIVING FLAME logo and the THREE ICONS logo in Australia
and New Zealand; and

B various dorain names in the .com, .biz, .com.au and .co.nz domains for agl®, "aglenergy” and "aglassist” names.

The deed will provide for the assignment of the specified intellectual property including any copyright subsisting in the trade
marks. AGL will retain ownership of the Speedfont {stylised alphabet) after the Transaction Implementation Date. AGL will
license AGL Energy to use, and sub-license use of, the Speedfont (stylised alphabet) to the extent necessary to facilitate use
and licensing of the ActewAGL trade marks.

AGL Gas Networks Intellectual Property Assignment Deed

The AGL Gas Networks Intellectual Property Assignment Deed will provide for the assignment by AGL Gas Networks to AGL .
Energy of specified intellectual property including:

B THE NATURAL GAS COMPANY and FLAME logos;
B the business names, "Natural Gas Co" and “The Natural Gas Co™; and
B the domain name, "agl.com.au”.

The deed will provide for the assignmerit of rights in the specified intellectual property including any copyright in the
trade marks.

Use of the "AGL" name by AGL

AGL, Alinta, New Alinta Co and AGL Energy have agreed that AGL and each New Alinta company may continue to use the "AGL”
name and trade marks in connection with any New Alinta company’s business for a period of up to three months after the
Transaction Implemmentation Date, and on signage used in connection with any New Alinta company's business for a period of up
to 12 months after the Transaction Implernentation Date. The foregoing will be subject to any licence of the AGL name and/or

The Australian Gas Light Company Scheme Booklet - Part 2 §EY)

271



Page 198 of 457 Docld: SE1581032 ACN :115 061 375

trade marks that is entered into in respect of the ActewAGL joint venture business or the AlintaAGL business that permits the
ongoing use of the AGL name and/or trade marks by the New Alinta Co Subsidiaries involved in the ActewAGL business or the
AlintaAGL business. ' |

ActewAGL joint venture

The ActewAGL joint venture uses various AGL and ACTEW Corporation trade marks along with the combination trade mark,
ActewAGL, in its business names and domain names and as a trade mark. In addition, ACTEW Corperation is currently licensed
to use the Speedfont (stylised alphabet) owned by AGL provided it seeks the prior written consent of AGL. Ownership, use and
registration of the intellectual property relevant to the joint venture are dealt with in a series of agreements, Those agreemants
will be amended and novated to reflect current commercial practices and substitute AGL Energy for AGL where necessary, as
AGL Energy will own the AGL trade mark and be the appropriate licensor after the Transaction Implementation Date. Under the
amended agreements, both ACTEW Corporation and AGL Energy will be licensed to use and sub-license use of the Speedfont
(stylised alphabet) in relation to joint venture trade marks. The registered ActewAGL trade mark is currently co-cwned by AGL
and ACTEW Corporation. AGL's interest in this mark will be assigned to AGL Energy.

Section 7.8 contains details of the proposed arrangements between AGL Energy and AGL in relation to the operation of the
ActewAGL joint venture following the Transacticn Implementation Date.

(b) AlintaAGL Trade Mark Licences

From the Transaction Implementation Date, AlintaAGL will be licensed, on a royalty free basis, to use all necessary intellectual
property rights in each of the words/brands "ALINTA” (by Alinta) and "AGL" (by AGL Energy). The licence will expire one year
after AGL Energy or New Alinta acquires 100% of the issued capital of AlintaAGL,

6.6 AGL Energy Deed Poll

The AGL Energy Deed Pol} has been signed by AGL Energy and sets out covenants given by AGL Energy in favour of AGL
Shareholders other than Alinta GH, including that AGL Energy will apply for admission to the official list of ASX and for quotation
of AGL Energy Shares on ASX and that AGL Energy will issue AGL Energy Shares as contemplated by the Buy Back.

If the AGL Scheme becomes Effective, then AGL Shareholders will be deemed to have appointed AGL as their agent and attorney
to enforce the AGL Energy Deed Poll on their behalf. The terms of the AGL Energy Deed Poll are set out in full in Annexure B.

6.7 New Alinta Deed Poll

The New Alinta Deed Poll has been signed by New Alinta Co and sets out covenants given by New Alinta Co in favour of Scheme
Participants, including that New Alinta Co will apply for admission to the official list of ASX and for quotation of New Alinta
Shares on ASX and that New Alinta Co will issue New Alinta Shares and Converting Shares as contemplated by the Schemes.
The terms of the New Alinta Deed Poll (excluding the annexures to that document) are set cut in Annexure C.

6.8 Buy Back Agreement

The Buy Back Agreement is an agreement between New Alinta Co, AGL Energy and each holder of Converting Shares under
which the Buy Back as described in Section 6,2{b}jii) will occur.

The Buy Back Agreement forms an annexure to the New Alinta Constitution. The terms of issue of the Converting Shares {which
are set out in the New Alinta Constitution) provide that upan the issue and allotment of the Converting Shares:

B New Alinta Co will be taken to have agreed to buy and each holder of Converting Shares will be taken to have agreed to
sell, each holder’s Converting Shares on the terms and subject to the conditions contained in the Buy Back Agreement; and

W New Alinta Co and each such holder of Converting Shares will be taken to have entered into the Buy Back Agreement
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/ Proposed restructures

7.1 Overview

As well as the internal restructures of AGL and Alinta referred to in Section 6.2, the Recommended Proposal will also require
certain ancillary arrangements to be entered into between New Alinta and AGL Energy and between either New Alinta or
AGL Energy and third parties. These arrangements include those set out in this Section 7. This Section also contains details
of undertakings given by Alinta to the ACCC in relation to the Recommended Proposal.

7.2 WA Retail Business

(a} Structure

On the Transaction Implementation Date, AlintaAGL will become an incorporated joint venture with both shares and loan noies
on issue, of which:

® New Alinta Co will hold a 67% interest (through its Subsidiary, Alinta); and
W AGL Energy will hold a 33% interest.

AlintaAGL will hold a 100% interest in the WA Retail Business either directly or through entities that will be its subsidiaries
on the Transaction implementation Date or through agreements that deliver the economic benefit of the WA Retail Business
to AlintaAGL.

(b) Agreements to give effect to the Alinta Restructure

To give effect to these arrangements, the following agreements have been or will be entered into:
a Loan Notes Deed Paoll;

a Subscription and Cali Option Deed;

a Shareholders Agreement;

the WLPG Arrangerments Agreements; and

3 Services Agreement with the Alinta Group to support the WA Retail Business.
Summaries of the key terms of these proposed agreements are set out below.
(c) Loan Notes Deed Poll

AlintaAGL will enter inte a deed poll for the benefit of the subscribers for loan notes in AlintaAGL. The loan notes must be repaid
on 30 September 2016 and will be suberdinated to third party lenders. Interest will accrue on the loan notes at a rate to be
determined prior to the Transaction Implementation Date and to the extent it is not paid on the due date, will be capitalised.
Loan notes may only be transferred in accordance with the subscription and call option deed referred to below.
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(d) Subscription and Call Option Deed

The Subscription and Call Option Deed between AGL Energy, Alinta, New Afinta Co and AlintaAGL will take effect on the
Transaction Implementation Cate.

The deed provides for AGL Energy’s initial 33% subscription for shares and loan notes in AlintaAGL and grants AGL Energy two
options to increase its interast:

(i) the first option is to acquire 17% of the shares and loan notes in AlintaAGL (First Option) which may only be exercised
in the three month period prior to the third anniversary of. the Transaction Implementation Date. The price applicable to
the First Option is to be 17% of the aggregate of:

B 10 times the EBITDA on the retail business for the period ending 31 December 2002 as projected and calculated
by the AlintaAGL Board:;

B in relation to the cogeneration assets, which are operational during 2009, 8% of the sustainable equity yield
(based on actual level of gearing in the cogeneration business); and

B in relation to cogeneration assets under construction:
- any debt associated with the asset will be excluded from calculating the actuaf gearing levels; and
- AGL Energy must reimburse Alinta for 17% of the total equity that is contributed by Alinta to that date,
There will be an adjustment to the price where the actual EBITDA is different to the projected EBITDA; and
(i} the second option (Second Optien) is to acquire:
& if AGL Energy has exercised the First Option, a further 50% of the shares and loan notes in AlintaAGL; or
B f AGL Energy has nct exercised the First Option, a further 67% of the shares and loan notes in AlintaAGL.

The Second Option must be exercised after Alinta has notified AGL Energy of the Second Option price (which must
be given not less than three months but not more than four months pricr to the Afth anniversary of the Transaction
Implementation Date).

If AGL Energy does not exercise the Second Option by the fifth anniversary of the Transaction Implementation Date,
Alinta must buy, and AGL Energy must sefl the shares and loan notes in AlintaAGL held by AGL Energy at that time at
the Second Option price.

This process described in relation to the Second Option will be accelerated should a third party acquire beneficial
ownership of 50% or more of the voting shares of either New Alinta Co or AGL Energy.

New Alinta Co will guarantee Alinta's obligations under this deed.
(e) Shareholders Agreement

The Sharehalders Agreement will also take effect on the Transaction Implementation Date. The parties to the Shareholders
Agreement will be Alinta, New Alinta Co, AGL Energy and AlintaAGL.

For the first three years after the Transaction Implementation Date, the AlintaAGL Board will comprise:
B one representative of AGL Energy; and

B two represéntatives of Alinta,

and thereafter representation will be in proportion to shareholdings.

Decisions, other than specific decisions that require a unanimous resolution, will be determined by a majority resolution of the
AlintaAGL Board. The decisicns of the AlintaAGL Board that will require a unanimous resolution are:

B changing the nature of the business of AlintaAGL;

B disposing of a substantiat part of Alinta®GL's business or assets or undertaking or entering into a new business which is
materially dif ferent;

B entering into a partnership or joint venture arrangement;;
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issuing or offering to issue shares, convertible notes, options or ather equity securities in AlintaAGL;
acquiring or disposing of assets for 2 price of more than $100 million;
raising external debt finance (including debentures) in excess of $100 million;

creating or granting any security interest over the assets, property, undertaking or capital of AlintaAGL; or

entering inte any arrangement or incurring a liability with & Shareholder {cr a Related Body Corporate of a Shareholder)
(except where that arrangement is with Alinta (or & Related Body Corporate of Alinta) for the provision of employees or
services to support the WA Retall Business).

The General Manager of AlintaAGL is to be appointed by Alinta. The Chief Financial Officer of AlintaAGL is to be appointed
by AGL Energy.

As soon as practicable after the Transaction implementation Date, but in any event by 30 June 2007, Alinta must procure the
transfer of assets (such as systems, hardware, licences and intellectual property) used exclusively or substantially in the conduct
of the WA Retail Business to AlintaAGL or a Subsidiary nominated by AlintaAGL, and AlintaAGL must make offers of employment
to all persons employed by Alinta who perform services exclusively or substantially in relation to the WA Retail Business.

If assets cannot be transferred, arrangements will be put in place so that AlintaAGL receives the economic benefit of the assets.

AlintaAGL will, as far as practicable, be required to conduct its business in accordance with a business plan and budget adopted
by its board. Alinta and AGL Energy will make available additional funding for AlintaAGL in the form of debt or equity
in proportion to their shareholding as reguired by the business plan and budget adopted by the AlintaAGL Board.

The liability under shareholder guarantees of AlintaAGL's obligaticns is to be apportioned between Alinta and AGL Energy
in proportion to their shareholding in AlintaAGL,

Alinta and AGL Energy will each grant royalty-free licences for a period which expires one year after either Alinta or AGL Energy
acquires 1009% of the interest in AlintaAGL, permitting AlintaAGL and the WA Retail Business to use alf necessary intellectual
property rights in "Alinta” and "AGL Energy” respectively.

For the period of five years and three months after the Transaction Implementation Date, neither AGL Energy nar Alinta is
permitted to transfer or deal with its rights or interests in AlintaAGL or the WA Retail Business, except as contemplated in the
Subscription and Call Opticn Deed.

New Alinta Co will guarantee Alinta’s obligations under this agreement.
(f) WLPG Arrangements— separation and restructure

The Alinta interests in the WLPG Asrangemnents are not to become the subject of the WA Retail Business owned by the
incorporated joint venture, AlintaAGL. As Alinta’s interests in the WLPG Arrangements are held by Alinta Sales and Alinta Sales
is to become a Subsidiary of AlintaAGL, the Alinta interests in the WLPG Arrangements must be moved from Alinta Sales to a
wholly owned Subsidiary of Alinta which will remain outside the WA Retail Business. The following steps will be undertaken to
give effect to this separation and restructure:

B Alinta will incorporate a new wholly owned Subsidiary (Alinta L PG);

B with the consent of Wesfarmers, and Wesfarmers LPG, the interests of Alinta Sales under the WLPG Sales Agreement will
be assigned to Alinta LPG. The WLPG Sales Agreement sets out the basis on which gas extracted by or used in the WLPG
Plant is provided to Wesfarmers LPG:; o

W with the consent of Wesfarmers LPG and DBNGP (WA), the interests of Alinta Sales under the WLPG Operational
Agreement will be assigned to Alinta LPG. The WLPG OQperational Agreement sets out the legal and operational relationship
between the DBNGP and the WLPG Plant, including obligations on DBNGP (WA) to flow gas in the DBNGP to the WLPG
Plant, and rights for Wesfarmers LPG to extract LPG, and gas for use in the WLPG Plant from that gas stream;

B with the consent of DBNGP (WA), DBNGP Heldings Pty Ltd and DBNGP (WA) Nominees Pty Ltd, the interests of Alinta
Sales under the shipper contract for the transportation of gas in the DBNGP, so far as those interests relate to the
transport of gas to the WLPG Plant, will be assigned to Alinta LPG together with the rights and obligations under an
associated Settlement Deed - section 20 Dispute;
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B with the consent of DBNGP (WA), the interests of Alinta Sales in the Special Purpose Access Contract will be assigned
to Alinta LPG (the Special Purpose Access Contract provides for DBNGP {WA) to make available additional capacity in the
DBNGP for the purposes of the transportation of gas to the WLPG Plant); and

B Alinta Sales and Alinta LPG will enter into a Gas Sales Agreement under which Alinta Sales will sell and deliver to Alinta LPG
the gas which is extracted by or used in the WLPG Plant, up to a maximum daily quantity, which will enable Alinta LPG to
supply the gas extracted by or used in the WLPG Plant to Wesfarmers LPG under the WLPG Sales Agreement.

Following the separation and restructure, Alinta Sales, and therefore the WA Retail Business, will have no economic interest in
the WLPG Arrangements except under the Gas Sales Agreement with Alinta LPG. Alinta LPG has an option to extend the term
afier an initial five year period, to 30 June 2015.

{g) WA Retail Business services agreements

In order to enable AlintaAGL to carry on the WA Retail Business, AlintaAGL will require the provisicn cf certain corporate
and infarmation technology services currently provided to that business by the Alinta Group, namely:

B corporate services comprising payroll, human resources, finance and reporting; and

8 certain information technology services relating to those corporate services, including desktog 1T, information technology
infrastructure services and infermation technology application services.

These services will be provided by Alinta for the first three years following the Transaction implementation Date under a Retait
Business Services Agreement for a fixed annual fee of $7.1 million, escalated each year for CPI. Within six months after the
Transaction implementation Date, an independent third party is to review and adjust the fixed annual fee either up or down

to reflect his assessment of the cost of sourcing those services from a third party in a cost efficient manner.

Five months before the Third Anniversary Date, AlintaAGL is to propose a scope of work for the corporate and information
technology services for the two years and three months after the Third Anniversary Date. Alinta and AGL Energy will both bid
for the provision of those services during that period and the lowest bid will be selected to provide those services. After five
years (once the call option has been exercised) AlintaAGL may extend this two year and three maonth peried by a further 12
months to assist in any transition to the new ownership structure of AlintaAGL.,

The service providers will be required to meet specified service standards in providing the services.
(h) Tolling Agreement for the Bairnsdale Power Station

As part of the restructure of Alinta Sales, it is proposed that the Tolling Agreement be novated from Alinta Sales to Alinta EATM.
This is subject to third party consents and arranging for the revocation of the appointment of Alinta Sales as the intermediary
for the Bairnsdate Power Station, and the appointment of Alinta EATM in place of Alinta Sales as the intermediary under the
National Electricity Rules.

7.3 Wattle Point Wind Farm

Following the implementation of the Recommended Proposal the Wattle Point Wind Farm will be owned by WPWF, a Subsidiary
of New Alinta Co.

AGL Hydro, which is uftimately owned by AGL Energy, will enter into an Off Take and Asset Management Deed with WPWF
for a term of 25 years from the Transaction Implementation Date under which:

B AGL Hydro pays a flat monthly off take fee 10 WPWF in respect of the electricity and green products generated at the
Wattle Point Wind Farm. The monthly off take fees vary according to changes in CPIl and are reduced in the final 15 months
of the term;

B AGL Hydro is entitled to 100% of the electricity and green products generated at the Wattle Point Wind Farm;

B AGL Hydro is appointed as intermediary under the National Electricity Rules. [t receives all NEMMCO receipts and pays all
NEM fees in respect of the output of the Wattle Point Wind Farm. The effect of this arrangement is that the electricity
generated at the wind farm will be sold into the NEM by AGL Hydro;

B AGL Hydro has all marketing rights associated with electricity and “green” products generated at the Wattle Point
Wind Farm;
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B AGL Hydre is responsible for the asset management, cperation and maintenance of the Wattle Point Wind Farm,
including the wind turbines, the land on which they are situated and the connection between the wind farm and the main
transmission network; and

B WPWF will grant a licence to AGL Hydro over the site, subject to:
- reserving to WPWF the right to further develop the site in accordance with the existing leases granted to WPWF; and

- AGL Hydro complying with the “make good” obligations under the existing leases granted to WPWF, at the end of the
term of the deed, if WPWF elects to terminate the leases at that time,

7.4 Wattle Point/Gas Valpo Put Options Deed

The Put Options Deed is an agreement between AGL Energy and New Alinta Co under which AGL Energy has granted New
Alirta Co the put options described below in refation to New Alinta Co's entire interest (including assets, liabilities, rights and
obligations) in Gas Valpo (Gas Valpo Interest) and the Wattle Point Wind Farm (Wattle Point Interest) respectively. The
exercise of the options is conditional upon the Recommended Proposal being implemented.

{a) Gas Valpo Interest

AGL Energy has granted New Alinta Co an irrevacable right to require AGL Energy to acquire the Gas Valpo Interest at its
acquisition price of $141 million (on a cash and debt free basis, and less an amount equal to any external debt which forms
part of the Gas Valpo Interest on the date of settlernent of the option), as specified in the Put Options Deed. The option is
exercisable only during the period commencing on the Transaction Implementation Date and ending on the first anniversary
of the Transaction Implementation Date.

New Alinta Co has certain abligations to preserve Gas Valpo's assets between the Transaction Implementation Date and
the date of the settlement of the option. If New Alinta Co fails to maintain Gas Valpo's assets (otherwise than as a result of
conducting Gas Valpe in the ordinary course of business and/or in accordance with past practice) it must make AGL good.

If the amount of the working capital of Gas Valpo at the option settlement date is greater than the amount of the average
working capital of Gas Valpo over the 12 month period preceding the Transaction Implementation Date, AGL Energy must make
an adjustment payment to New Alinta Co equal to the difference between those amounts. If the amount of the working capital
of Gas Valpo at the option settlernent date is less than the average working capital of Gas Valpo over the 12 month period
preceding the Transaction Implementation Date, New Alinta Co must make an adjustment payment to AGL Energy equal

to the difference between those amounts.

Itis Alinta’s intention to ensure that New Alinta Co divests the Gas Valpo Interest either by:

O exercising the put option in relation to the Gas Valpo Interest within the 12 month option period; or
selling the Gas Valpo Interest to a third party.

(b) wattle Point Interest

AGL Energy has granted New Alinta Co an irrevocable right to require AGL Energy to acquire and assume the Wattle Point
Interest at its acquisition price of $21 1 million (on a cash and debt free basis), as specified in the Put Options Deed.

The option is exercisable enly during the period commencing on the Transaction implementation Date and ending six
menths after that date.

it is a condition precedent 1o the exercise by New Alinta Co of the Wattle Point Wind Farm put option that the Off Take and
Asset Management Deed referred to in Section 7.3, above, has not been terminated by New Alinta Co without cause, or there
is no continuing breach by New Alinta Co that would enable termination by AGL Hydre, prior to the date of the settiement of
the option.

If the Wattle Point Wind Farm put option is exercised by New Alinta Co, AGL Energy currently intends that it will seek to enter
into similar arrangements to those described in Section 7.3 with a third party.
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7.5 AGLE Separation Deed

In the majority of cases, AGL has structured its business so that certain companies performed the functions solely refated
1o AGL's infrastructure business and other companies performed the functions solely related to AGL's energy business.

In the case of AGLE, it performed functions in relation to both these businesses, principally in Victoria but alse in other
jurisdictions.

AGL. has already commenced taking steps to transfer the AGLE retail and wholesale electricity business (including customer
contracts and wholesale electricity agreements) from AGLE to AGL Sales Pty Limited (where the relevant assets and liabilities
relate to retail or custorner operations) or ta AGL Hydro (where the relevant assets and Habilities relate to the wholesale
electricity business). It is pessitle that this process will not be completed by the Transaction Implementation Date.

To deal with this prospect, the parties have entered into the AGLE Separation Deed.
Under the deed:

@ AGL Energy must use its best endeavours to complete the transfer of AGLE's retail and wholesale electricity business to
AGL Sales Pty Limited or AGL Hydro (as applicable) by the Transaction Implementation Date, and the parties must use their
best endeavours to transfer the parts of the business that have not been transferred on the Transaction Implementation
Date, promptly after the Transaction Implementation Date;

m inrelation to those parts of the business that have not been transferred by the Transaction implementation Date;

— AGLE will continue to be legally responsible for the conduct of AGLE's retail and wholesale electricity business at the
reasonable and lawful direction and request of AGL Energy;

— AGL Energy will, at its own cost, perform all functions of conducting AGLE's retail and wholesale electricity business on
behalf of AGLE {including providing or procuring all peopie, systems and functions, purchasing all electricity and paying all
licensing fees in connection with AGLE's retail and wholesale business) and will be entitled to all economic and commercial
benefits of AGLE's retail and wholesale electricity business;

- AGL Energy must take all necessary steps to ensure AGLE complies with all applicable statutory obligations and
authorisations relating to AGLE's retail and wholesale electricity business; and

- AGL Energy must indemnify New Alinta in respect of any costs, liability or loss incurred by New Alinta under the AGLE
Separation Deed to the extent it relates to AGLE's wholesale and retail electricity business;

o New Alinta must not take any action which would constitute a breach of the deed that would have the effect of diminishing
or adversely affecting the ability of AGL Energy to enjoy the rights and benefits of the electricity contracts that have not
been novated at the Transaction Implementaticn Date;

B where AGLE has provided, or is required to provide, any form of credit support to a third party in respect of those parts
of AGLE's retail and wholesale business that have not been transferred:

— AGL Energy must use its best endeaveurs to provide AGLE with the necessary form of credit support so that AGLE can,
in turn, provide it to the third party;

— if after having used its best endeavours, AGLE and the third party are unable to agree the form of credit suppert and
AGLE itself provides the relevant credit support to the third party, then AGL Energy must provide to AGLE credit support
of an equivalent value; and :

W if at any time during the term of the AGLE Separation Deed, AGL Energy fails to maintain a Standard & Poor’s credit
rating of at least BBB, AGL Energy rust give New Alinta credit support to support AGLE's credit exposure under all of the
contracts that have not been transferred to AGL Energy at that time.
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7.6 Assumption of Alinta debt and AGL infrastructure debt

Under the Recommended Proposal, AGL Energy will effectively assume the debt obligations of AGL to the extent they exceed
$3.104 billion and will assume the debt obligations of Alinta to the extent of $970.32 million (representing the Alinta Bridge
Debt as adjusted by agreement between the parties in connection with treatment of the options granted by Alinta referred to in
Section 6.2(b}(iv)(B)). Alinta will assume the obligation to repay any debt cbligations of AGL up to $3.104 billion.

AGL Energy will satisfy these abligations by using the proceeds of borrowings under debt facilities. For further details, see
Section 6.2.

7.7 Management Agreements

Alinta intends that AAM/Alinta will enter into new operating arrangements with respect to the Victorian electricity distribution
business and the NSW gas distribution networks that are currently owned by AGL. The existing management agreements
between Agility and the asset owner will be terminated effective from the Transaction Implementation Date, The new
arrangements will provide for AAM/Alinta to provide a comprehensive suite of services in respect of the assets and business
and for it to be paid fees in consideration of the provision of those services.

7.8 ActewAGL

The ActewAGL joint venture is operated by two partnerships. One of these partnerships conducts the ActewAGL retail business
and the other conducts the ActewAGL distribution business. Each partnership has two partners including a wholly cwned
Subsidiary of AGL and & wholly owned Subsidiary of ACTEW Corporation.

ActewAGL was established under a suite of arrangements, including an Umbrella Agreement, which govern the overall
relationship between the parties to those arrangements.

Itis currently proposed that, subject to ACTEW Corporation’s consent, following completion of the Recommended Proposal,
AGLs interest in the ActewAGL retail partnership will be held by AGL Energy and its interest in the ActewAGL distribution
partnership will be held by New Alinta.

The Relationship Deed provides that in negotiating with ACTEW Corporation, AGL must act in good faith and must not agree
any matter which imposes material obligations on AGL after the Transaction Implementation Date without Alinta’s consent. The
Relationship Deed alsc provides that decisions affecting the infrastructure assets of ActewAGL or New Alinta will be made by
New Alinta and those relating to the retail energy assets will be made by AGL Energy.

The transfer of AGL's interest in the retail partnership to AGL Energy requires the censent of ACTEW Corporation. AGL is in the
process of obtaining this consent and negotiating necessary amendments to the joint venture arrangements to reflect that,
followirng the transfer of AGL' interest in the retail partnership, the ActewAGL joint venture will include three parties, namely
ACTEW Corporation, AGL Energy and New Alinta.

i the consent of ACTEW Carporation is not given or is given subject to conditions that are not acceptable to AGL Energy and
New Alinta, AGL Energy and New Alinta will enter into arrangements to ensure that AGL Energy will be entitled to the economic
beneht of, and will bear the risks associated with, AGL's interest in the retail partnership.

The terms of the consent arrangements between ACTEW Corperation, AGL Energy and New Alinta are currently being finalised.
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7.9 ACCC consent/undertakings

On 3 August 2006, the ACCC announced that it will not oppose the proposed acquisition by Alinta of the AGL Infrastructure
Assets, after accepting undertakings from Alinta pursuant to section 878 of the Trade Practices Act. The Undertakings are
enforceable by a court, but subject to any variation to which the ACCC consents. As a result of its acquisitions of units in APT
referred to in Section 3.2(d), Alinta may seek to negotiate a variation of these Undertzkings. The key terms of the Undertakings
are summarised below. Copies of the ACCC's press release of 3 August 2006 and the Undertakings can be obtained from the
ACCC's website.

Dafined terms used in this Section which are not defined in Secticn 11 have the meaning given in the Undertakings.

(a) Divestiture

Alinta will divest all of the units it holds in APT and all of the shares it helds in APL, including any rights or options to acquire
shares in APL or units in APT, ang, unless notified ctherwise by the ACCC, the Agility-APT (MSP and Parmelia) Contracts by

the Divestment Date. The Undertakings provide that the ACCC may relieve Alinta of its obligation to divest its interest in the
Agility-APT (MSP and Parmelia} Contracts and Alinta may seek a variation of the Undertakings pursuant to sub-section B7B(2})
of the Trade Practices Act. The divestiture undertaking includes Approved Purchaser and Approved Agent provisions {clauses
29 to 48 of the Undertakings).

The ACCC will conduct market enquiries to determine whether divestiture of these contracts is required to address competition
concerns and, if divestiture is not required, relieve Alinta of its obligations to divest these contracts.

(b) Ring fencing and hold separate

Alinta will ring fence and hold separate the business of APT and, unless the ACCC relieves Alinta of its obligation to divest its
interest in the Agility-APT (MSP and Parmelie) Contracts, the assets and personnel directly required to service the Agility-
APT (MSP and Parmelia) Contracts. Alinta will ensure that any information other than publicly available information that Alinta
obtains as a unit holder in APT will not be made avaitable to persons who perform, for or on behalf of Alinta, functions relating
to the management and/or running of the Eastern Gas Pipeline and/or the DBNGP. The ring fencing and hold separate
obligations apply until divestiture of the assets referred to in Section 7.9(a) above has occurred.

(c} Post divestiture obligations

The Undertakings include restrictions on Alinta appointing or emgloying former directors, officers or other employees of APT

or APL. For example, Alinta has undertaken not to employ, for a period of three years post divestiture, a person who was, in the
last three years, a director or senior executive of APT or APL and had any invelvernent in the marketing or commercial operation
of the MSP or the Parmelia Pipeline.

Alinta has also undertaken not to supply, for a period of five years post divestiture, pipeline management or maintenance
services to the MSP or the Parmelia Pipeline while it supplies such services to the Eastern Gas Pipeline and the DBNGP, unless
the ACCC relieves Alinta of its obligation to divest the Agility-APT (MSP and Parmelia) Contracts. If relieved of this divestiture
obligation, Alinta has undertaken not to supply, for a period of five years post divestiture, any services to APT in respect of the
MSP or the Parmelia Pipeline that are additional to the scope of the services that Agility currently provides to APT under the
Agility-APT (MSP and Parmelia) Contracts in relation to the MSP and the Parmelia Pipeline.
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7.10 Regulatory Deed

The Regulatory Deed was entered into by New Alinta Co, AGL, Alinta and AGL Energy on 22 June 2006. The Regulatory Deed
sets out the consequences for the Recemmended Propesal if, before certain specified dates:

B aregulatory authority prevents Alinta or New Alinta Co from acquiring ownership of certain AGL assets or prevents
(including by obtaining a temporary restraining order or injunction) the implementation of the AGL Scheme if those assets
form any part of the AGL assets at the time of the implementation of the AGL Scheme; or

W if the ACCC has not given informal clearance to allow the AGL Scheme to be implemented on the basis that those assets
form part of the assets of AGL at the time of the implementation of the AGL Scheme.

As a result of Alinta giving the Undertakings referred to in Section 7.9 to the ACCC on 3 August 20086, and the ACCC's
announcemnent that it will not now oppose the proposed acquisition by Alinta of the AGL Infrastructure Assets, these provisions
are unlikely to have further application.

However, the Regulatory Deed also provides that if, during the 12 months following Completion, any AGL group company
(which, at that time, will be a Subsidiary of New Alinta Co as a result of the Recommended Proposal} which holds AGL's APT
units proposes to dispose of thern, Alinta rmust notify AGL Energy. AGL Energy has a right of first refusal to acquire the APT
units at a price per unit equal to the higher of $4.34 and the volume weighted average price at which APT units were traded on
ASX in the 10 trading days prior to Alinta notifying AGL Energy of its intention to dispose. This provision apglies only to the APT
units currently held by AGL and continues to be applicable.
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8 Taxation implications
for AGL Shareholders
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Ematl Richard Hendriks@gf.com.an

Matter no 58594
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The Directors

The Australian Gas Light Company
72 Christie Strect

STLEONARDS NSW 2065

Dear Directors

Scheme of Arrangement
Australian Taxation Report

We have been instructed by the directors of The Australian Gas Light Company
(“AGL") to prepare this taxation report for inclusion in the Booklet in relation to
the AGL scheme of arrangement to implement the Recommended Proposal with
Alinta Limited (“AGL Scheme”).

Capitalised terms not defined in this report have the meaning given to them in the
Booklet.

This report contains a general outline of the Australian income tax and goods and
services tax (“GST”) implications for AGL Shareholders who are Australian
residents for Australian income tax purposes and who hold their AGL Shares on
capital account.

This report does not address the Ausiralian income tax treatment for AGL
Shareholders who:

. hold their AGL Shares on revenuc account, such as banks or share trading
entities; or

. hold AGL Shares under an AGL employec share scheme; or

. are non-residents of Australia for Australian income tax purposes

{including non-resident AGL Shareholders who hold, or will hold, their
AGI Shares {or shares acquired under the AGL Scheme) through a
permanent establishment in Australia).

The information contained in this report is of a general nature only. It does not
constitute tax advice and should not be relied upon as such.

ANl investors should seek independent professional advice on the
consequences of participating in the AGL Scheme, based on their particular
circumstances.

MLC Centra Martin Place Sydney NSW 2000 Australia Telephone +51 2 9225 5955 Facsimile +61 2 9221 6518
GPO Box 4982 Sydney NSW 2001 Australia www.gf.com.au

Offices 1n SYONEY MELBOURNE Graerwoods & Freehits Pty Umited ABN 60 000 148 652
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This report is based on the provisions of the Income Tax Assessment Act 1936
(“ITAA 1936"), the Income Tax Assessment Act 1997 (“ITAA 19977}, the A New
Tax System (Goods and Services Tax) Act 1999 and related acts, regulations and
Australian Taxation Office (“ATO”) rulings and determinations applicable as at
the date of this report.

1 ATO class ruling

AGL has applied for a class ruling from the ATO to confirm the Australian
income tax consequences for AGL Shareholders as discussed in this report
(“Class Ruling™).

The Class Ruling should be available on the ATO website (www.ato.gov.au) once

issued.
2 Income tax consequences of participating in the AGL Scheme
21 Transaction Dividend

The Transaction Dividend to be paid by AGL on the Transaction Implementation
Date will be 100% franked. Generally, AGL Sharecholders will be:

. required to include the amount of the Transaction Dividend plus the
amount of the attached franking credit in their assessable income; and

| . entitled to a tax offset equal to the franking credit.

Where the AGL Shareholder is a corporate sharehoider, the receipt of the
Transaction Dividend will generally give rise to a franking credit in the AGL
Sharehelder’s franking account.

Generally, to be eligible for the franking credit and related tax offset in respect of
the Transaction Dividend, an AGL. Shareholder must hold their AGL shares ar
risk for at least 45 days prior to the Transaction Implementation Date {not
including the date of acquisition or the Transaction Implementation Date). This
holding period rule does not apply to an AGL Shareholder who is an individual
whose tax offset entitlement on all franked distributions received in the income
year does not exceed $5,000 (equal to franked distributions of $11,666) for the
income year.

An AGL Shareholder will not be taken to have held their AGL Shares at risk
where the AGL Shareholder or an associate holds “positions” {such as options or
other hedging arrangements) which materially diminish their risks of loss or
opportunities for gain in respect of the AGL Shares.

Where the AGL Shareholder is an individual, complying superannuation entity or
a registered charity (in certain circumstances), the AGL Shareholder will
generally be entitled to a refund to the extent that the franking credit attached to
" the Transaction Dividend (taking into account any other dividends received during
the income year) exceeds the AGL Shareholder’s tax liability for the income year.

2.2 Disposal of AGL Shares

Pursuant to the terms of the AGL Scheme, each AGL Shareholder who
participates in the AGL Scheme will receive consideration for the transfer of their

Greenwoods\003743016 28 August 2008 page 2
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AGL Shares to New Alinta Sub in the form of New Alinta Shares and Converting
Shares.

The transfer of AGL Shares to New Alinta Sub will be a capital gains tax
("CGT") event for AGL Shareholders. AGL Shareholders who acquired their
AGL Shares on or after 20 September 1985 will make:

. a capital gain if the capital proceeds for their AGL Shares are greater than
the cost base of their AGL Shares, subject to the application of CGT
scrip-for-scrip roll-over relief (“CGT roll-over relief”) (refer section 2.3
below); or

. a capital loss if the reduced cost base of their AGL Shares is greater than
the capital proceeds for the transfer of their AGL Shares.

' Any capital gain or capital loss made by AGL Shareholders who acquired (or are
taken to have acquired) their AGL Shares before 20 September 1985 will be
disregarded.

The capital proceeds for the transfer of AGL Shares will be the aggregate market
value of the New Alinta Shares and Converting Shares received in respect of the
transfer of AGL Shares. In this regard, the market value of the New Alinta Shares
and Converting Shares should be worked out at the time of the CGT event. In our
view, the time of the CGT event for an AGL Shareholder will be the date that the
AGL Scheme is implemented.

The cost base of AGL Shares will generally include their original or deemed cost
of acquisition less (where applicable) the capital return of $0.50 per AGL Share
received by AGL Shareholders in April 2005.

2.3 Availability of CGT roll-over relief

To be able to choose CGT roll-over relief, there are a number of conditions that
‘need to be satisfied. In our view, these conditions should be satisfied such that
AGL Shareholders who:

. acquired their AGL Shares on or after 20 September 1985; and

. would otherwise make a capital gain in respect of the transfer of their AGL
Shares,

should be eligible to choose CGT roll-over relief in relation to the transfer of their
AGL Shares.

The ATO has been asked to confirm the availability of CGT roll-over relief in the
Class Ruling.

2.4 Effect of CGT roll-over relief

Where CGT roll-over relief is available and an AGL Shareholder chooses CGT
roll-over relief for AGL Shares exchanged for New Alinta Shares and Converting
Shares, the capital gain in respect of the disposal of AGL Shares acquired on or
after 20 September 1985 is disregarded.

The effect of CGT roll-over relief is to defer the capital gain until the subsequent
disposal of the New Alinta Shares or Converting Shares (see section 3 below in
relation to the exchange of the Converting Shares for AGL Energy Shares under
the Buy Back).
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The conseduences of choasing CGT roll-over relief are that:

. the cost base and reduced cost base of the New Alinta Shares and
Converting Shares received by an AGL Shareholder will be the portion of
the cost base and reduced cost base of the AGL Shareholder's AGL Shares
that is reasonably attributed to them (see sections 4.3 and 4.4 below for
more detail on how to do this attribution); and

. the New Alinta Shares and Converting Shares will be taken to have been
acquired at the time that the AGL Shares were originally taken to have
been acquired. As such, this will affect the taxation consequences of a
subsequent disposal or other taxation event in relation to the New Alinta
Shares and Converting Shares. However, see section 3.3 below in relation
to the time of acquisition of the AGL Energy Shares acquired when the
Converting Shares are exchanged under the Buy Back.

2.5 ‘How to choose CGT roll-over relief

AGL Shareholders will generally need to choose CGT roll-over relief before
lodging their income tax return for the income year in which the CGT event
happens. For most AGL Shareholders, this is expected to be the tax retumn for the
year ending 30 June 2007. Choosing CGT roll-over relief can simply be
evidenced by excluding the relevant capital gain, in respect of which CGT roll-
over relief is chosen, from the AGL Shareholder’s tax return.

The benefit of choosing CGT roll-over relief will depend on the circumstances of
each AGL Shareholder. Choosing CGT roll-over relief will generally benefit:

. AGL Sharcholders whose AGL Shares have a low cost base relative to the
market value of New Alinta Shares and Converting Shares; and

. AGL Shareholders who intend to hold New Alinta Shares and Converting
Shares (or after the Buy Back, AGL Energy Shares) for an extended
period of time.

AGL Shareholders who have capital losses available, or minimal other assessable
income, may benefit from not choosing CGT roll-over reiief.

This report is not to be construed as providing a recommendation as to the most
.appropriate action for AGL Shareholders and all AGL Shareholders should
obtain independent advice based on their own particular circumstances.

26 Where CGT roll-over relief is not chosen or not available

Set out below are the CGT consequences of the AGL Scheme for AGL
Shareholders who make a capital gain as a result of transferring their AGL Shares
pursuant to the AGL Scheme and that capital gain is not disregarded because
either:

. the AGL Shareholder does not choose CGT roll-over relief in respect of
some or all of their AGL Shares; or

. CGT roll-over relief is not available (eg the AGE. Shares are acquired or
taken to have been acquired prior to 20 September 1985 or the AGL
Shareholder makes a capital loss).
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AGL Shareholders who acquired their AGL Shares on or afier 20 September 1985
will make:

. a capital gain if the capital proceeds for their AGL Shares are greater than
the cost base of their AGL Shares; or

. a capital loss if the reduced cost base of their AGL Shares is greater than
the capital proceeds for their AGL Shares.

Capital gains and capital losses of a taxpayer in an income year from all sources
are aggregated to determine whether there is a net capital gain or net capital loss
for that income year.

A net capital gain for the income year is included in the taxpayer’s assessable
income and is subject to income tax at the taxpayer’s marginal tax rate. A net
capital loss for the income year cannot be deducted against other income for
income tax purposes, but may be carried forward to offsct against capital gains
derived in futurc income yecars.  Specific capital loss carry forward rules apply to
AGL Shareholders that are companies.

Individuals, complying superannuation entities or trustees that have held AGL
Shares for at least 12 months should be entitled to discount the amount of the
capital gain (after the application of any current year or carry forward capital
losses). The amount of this discount is 50% in the case of individuals and trustees
and 330)% for complying superannuation entities. This is referred to as the “CGT
discount”. The CGT discount is not available for AGL Sharcholders that are
companies.

Where the AGL Shareholder is a trustee of a trust, the CGT discount may flow
through to the beneficiaries in that trust, other than beneficiaries which are
companics. AGL Sharcholders that are trustees should seck specific advice
regarding the tax conseguences of distributions to beneficiaries altributable to
discount capital gains,

For AGL Sharcholders who have acquired (or are taken to have acquired) their
AGL Shares for CGT purposcs on or before 11:45am (by legal time in the
Australian Capital Territory) on 21 September 1999, a capital gain resulting from
the exchange may be calculated using a cost base indexed for inflation. If the
AGL Shareholder makes a capital loss, the reduced cost base is not indexed. The
cost basc may only be indexed for inflation up to 30 September 1999. AGL
Shareholders who choose to calculate the capital gain using an indexed cost base
cannot also apply the CGT discount to the capital gain.

2.7 Pre-CGT AGL Shareholders

For AGL Shareholders who acquired their AGL Shares prior to 20 September
1985, the cost base of the New Alinta Shares and Converting Shares will be
worked out as a proportion of the market value of the AGL Shares at the time of
the exchange (see scctions 4.3 and 4.4 below). Importantly, for these AGL
Shareholders, the New Alinta Shares and the Converting Shares will be taken to
have been acquired at the time the AGL Scheme is implemented.

™
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3 Exchange of Converting Shares

341 General

Under Subdivision 130-C of the ITAA 1997 (“Convertible Interest
Provisions™), a capital gain or capital loss arising from the conversion of a
convertible interest will be disregarded, and is effectively deferred until the
subsequent disposal of the new interest. In addition, for CGT purposes, an
interest acquired from the conversion of a convertible interest will be treated as
having been acquired when the conversion happened.

3.2 Convertible interest

The terms of the Converting Shares provide for them to be exchanged for AGL
Energy Shares under the Buy Back. This conversion will be effected by New
Alinta Co buying back the Converting Shares and, in consideration, New Alinta
Co procuring AGL Energy to issue AGL Energy Shares to AGL Shareholders
who hold Converting Shares.

For the purposes of the Convertible Interest Provisions, a “convertible interest”
includes an interest issued by a company that gives its holder a right to be issued
with an equity interest in a “connected entity” of the company. In our view, the
Converting Shares should be convertible interests on the basis that:

. the Converting Shares will give AGL Shareholders the right to be issued
with AGL Energy Shares; and
. AGL Energy will be a “connected entity” of New Alinta Co, as defined.

The ATO has been asked to confirm.in the Class Ruling that the Converting
Shares will be convertible interests.

33 Exchange of Converting Shares — CGT consequences

The exchange of Converting Shares for AGL Energy Shares will constitute a CGT
event. However, any capital gain or capital loss made on the exchange should be
disregarded under the Convertible Interest Provisions.

The first element of the cost base and reduced cost base of the AGL Energy
Shares acquired on exchange of the Converting Shares should be equal to the cost
<base of the Converting Shares (refer section 4.4 below).

AGL Shareholders will be taken to have acquired their AGL Energy Shares at the
time the Converting Shares are exchanged for AGL Energy Shares (regardless of
whether an election for CGT roll-over relief was made). This means that such
AGL Energy Shares must be subsequently held for at least 12 months to be
eligible for the CGT discount.

3.4 Exchange of Converting Shares - dividend consequencas
(a) General

The specific tax provisions dealing with share buy-backs {Division 16K of the
ITAA 1936) can, in certain circumstances, treat part of the buy-back consideration
as a dividend for tax purposes.
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We understand that New Alinta Co will account for the buy-back of the
Converting Shares by debiting its share capital account with an amount equal to
the market value of the AGL Energy Shares issued to AGL Shareholders.

Accordingly, subject to the anui-avoidance provisions considered below, in our
view the buy-back of the Converting Shares should not give nise to a dividend for
AGL Shareholders. The ATO has been asked to confirm this treatment in the
Class Ruling.

(b) Capital benefit anti-avoidance provisions

Section 45B of the ITAA 1936 is an anti-avoidance provision which applies in
certain circumstances where the Commissioner of Taxation considers that a
person has entered into a scheme for a purpose (not being an incidental purpose)
of enabling a taxpayer to obtain a tax benefit by being provided with a capital
benefit in substitution for dividends.

A taxpayer “obtains a tax benefit” if an amount of tax payable by the taxpayer
would, apart from 5.45B, be less than the amount that would have been payable if
the capital benefit had been a dividend.

In determining whether a person entered into the scheme for the purpose (not
being an incidental purpose) of enabling a taxpayer to obtain a tax benefit, regard
must be had to a number of “relevant circumstances”. Those circumstances
include, relevantly:

. the extent to which the capital benefit is attributable to capital or the extent
to which the capital benefit is attributable to profits (realised and
unrealised) of the company or an associate of the company: and

. the pattern of distribution of dividends, bonus shares and returns of capital
or share premium by the company or by an associate of the company.

The ATO has been asked to confirm in the Class Ruling that 5.45B will not apply
to the Buy Back on the basis that:

. any tax benefit obtained by AGL Shareholders under the AGL Scheme
should be viewed as nothing more than a natural incident of the
Recommended Proposal;

* the capital benefit obtained by AGL Shareholders is not attributable to
profits of New Alinta Co or an associate of New Alinta Co; and

. it is not expected that the Buy Back will result in a reduction in the total
amount of dividends paid to AGL Shareholders.

4 Holding of New Alinta Shares and AGL Energy Shares

41 Summary

AGL Shareholders who hold New Alinta Shares and AGL Energy Shares
immediately after the implementation of the Recommended Proposal will
generally be taxable on:

. the amount of any dividend received from New Alinta Co or AGL Energy
grossed-up for any franking credits attached to the dividend (refer section
4.2 below); and
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. a capital gain arising from any subsequent disposal of the New Alinta
Shares or the AGL Energy Shares (refer sections 4.3 and 4.4 below).

42 Dividends from New Alinta Co or AGL Energy

New Alinta Co and AGL Energy will both generally be required to pay tax on
their taxable income at the company tax rate (currently 30%) and will be able to
frank dividends paid to AGL Shareholders.

Generally, an AGL Shareholder’s assessable income will include any franking
credit attached to dividends paid by New Alinta Co or AGL Energy in addition to
the amount of the dividends (even if any of the dividends are reinvested). Where
the franking credit is included in an AGL Shareholder’s assessable income, the
AGL Shareholder will generally be entitled to a corresponding tax offset.

Relevantly, to be eligible for the franking credit and tax offset, the AGL
Shareholder must have held the New Alinta Shares or AGL Energy Shares (as the
case may be) ar risk for at least 45 days (not including the date of acquisition or
the date of disposal). This holding period rule will not apply to an AGL
Shareholder who is an individual whose tax offset entitlement (for all franked
distributions received in the income year) does not exceed $5,000 for the income
year in which the franked dividend is received.

An AGL Shareholder will not be taken to have held New Alinta Shares or AGL

. Energy Shares (as the case may be) ar risk where the AGL Shareholder or an
associate holds “positions” (such as options or other hedging arrangements) which
materially diminish the risks of loss or opportunities for gain in respect of those
shares.

Where the AGL Shareholder is an individual, complying superannuation entity or
a registered charity (in certain circumstances), the AGL Shareholder will
generally be entitled to a refund to the extent that the franking credit attached to
the AGL Shareholder’s dividends exceeds the AGL Shareholder’s tax liability for
the income year.

Where the AGL Shareholder is a corporate shareholder, franked dividends
received by the AGL Shareholder will generally give rise to a franking credit in
the AGL Shareholder’s franking account.

4.3 Disposal of New Alinta Shares

The taxation consequences for AGL Shareholders on a subsequent disposal of
their New Alinta Shares in an on-market transaction will depend on whether CGT
roll-over relief was available and whether the AGL Shareholder chose for CGT
roll-over relief to apply. ‘

(a) Where CGT roll~over relief is chosen for the AGL Scheme

Where CGT roll-over relief is chosen in respect of an AGL Shareholder’s AGL
Shares, the first element of the CGT cost base and reduced cost base of the New
Alinta Shares acquired will be equal to the portion of the cost base of the AGL
Shares which is reasonably attributable to the New Alinta Shares.

No method of allocating the cost base and reduced cost base is prescribed by the
tax legislation. However, based on a recent draft Taxation Determination {TD
2006/D19), we consider that the ATO should accept the “relative market value
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method™ as a reasonable method of allocating the cost base and reduced cost base
of AGL Shares.

Under this method, the cost bases of each parcel of AGL Shares are aggregated.
The aggregated cost base of AGL Shares is then allocated pro rata to the New
Alinta Shares and Converting Shares based on their relative market values. Other
methods may also provide a reasonable attribution of cost base.

Applying the market value method to the AGL Scheme, the cost base and reduced
cost base of the New Alinta Shares received in exchange for those AGL Shares
will be calculated as follows:

Market value of New Alinta Shares ceceived
Cost base and reduced cost i Cost base of AGL Shares

basc of New j‘\“""" Shares = Market value of New Alinta Shares and exchanged
received Converting Shares received”

Where CGT rell-over relief applies, each New Alinta Share received in exchange
for an AGL Share will be taken for CGT purposes to have the same acquisition
date as that AGL Share. This will be important for determining whether a CGT
discount is available where a capital gain is realised on a subsequent disposal of a
New Alinta Share.

{b) Where CGT roll-over relief is not chosen or is not available for the AGL Scheme

Where CGT roll-over relief is not chosen or is not available in respect of the
transfer of the AGL Shareholder’s AGL Shares under the AGL Scheme, the cost
base and reduced cost base of the New Alinta Shares received in exchange for
those AGL Shares will be calculated under the market value method as follows:

Cost base and reduced cost Market vatuc of New Alinta Shares received

base of New Aliata Shares =
received

Market value of AGL Shares
Market value of New Alinta Shares and exchanged
Converting Sharcs received”

The New Alinta Shares will be taken for CGT purposes to have been acquired at
the time the AGL Scheme is implemented.

44 Disposal of AGL Energy Shares

The acquisition date of AGL Energy Shares for CGT purposes will be the time the
Converting Shares are exchanged for AGL Energy Shares. Thus, to be eligible for
the CGT discount on a subsequent sale of AGL Energy Shares, AGL Shareholders
will need to hold their AGL Energy Shares for at least 12 months after the
implementation of the Buy Back.

The cost base and reduced cost base of AGL Energy Shares will depend on
whether CGT roll-over relief was chosen in respect of the transfer of AGL Shares
to New Alinta Sub under the AGL Scheme. The cost base and reduced cost base
using the market value method should be calculated as follows:

" As the Converting Shares will be exchanged for AGL Energy Shares on 1 for 1 basis under the
Buy Back, we consider that it is reasonable 1o use the market value of the AGL Energy Shares on
the day they are issued as a proxy for the market value of the Converting Shares,
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(a) Where CGT roll-over relief is chosen for the AGL Scheme
Cost base and reduced cost Market valuc of Converting Shares received'
base of AGL Encrgy =

Shares received

Cost base of AGL Shares
Market value of New Alinta Shares and cxchanged
Cenverting Shares received”

ere roli-over relief is not chosen for the cheme
b Where CGT rolf fief t ch for the AGL Sch
Cost base and reduced cost Market value of Converting Shares received!
base of AGL Encrgy Shares =
received

Market valuc of AGL Shares
Market value of New Alinta Shares and exchanged
Converting Shares received”

5 GST

No GST should generally be payable in respect of the transactions outlined above,
including:;

. the disposal of the AGL Shares;
. the acquisition of the New Alinta Shares and Converting Shares; and
. the exchange of Converting Shares for AGL Energy Shares.

As these all involve dealings with securities, the various supplies will be input
taxed (ie not subject to GST).

There may be an indirect GST cost for shareholders in relation to GST charged on
supplies related to the transactions outlined above (eg legal and other adviser fees
paid to obtain advice on whether to participate in the AGL Scheme).

6 Tax Fite Numbers

An AGL Shareholder should notify New Alinta Co of their Australian Tax File
Number (“TFN”) (or Australian Business Number (“ABN”) if the New Alinta
Shares are held by the AGL Shareholder in the course of carrying on an
enterprise). In addition, AGL Shareholders should similarly notify AGL Energy
of their TFN or ABN.

If a TFN or ABN notification is not provided to the relevant company, tax at the
rate of 46.5% will be deducted from the unfranked component of dividends paid
by that company. However, shareholders are entitled to claim an income tax
credit/refund (as applicable) in their income tax returns in respect of the tax
withheld.

*. * L)
o o Lo

Yours sincerely
GREENWOODS & FREEHILLS PTY LIMITED

" Refer to the footnote on page 9.

Greenwoods\W03743016 28 August 2006 page 10

Lisbility limited by a scheme approved under Professional Stendards Legislation
Greenwoods & Freehills Pty Limited ABN 60 003 146 852
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9 Additional information

9.1 Existing AGL share plans and impact of Recommended Proposal
AGL has the following share and incentive plans for employees, executives and non-executive directors:
the AGL Share Reward Plan (AGL Share Reward Plan);

the AGL Share Purchase Plan (AGL Share Purchase Plan);

the AGL Long Term Incentive Plan (AGL LTIP);

the AGL Share Loan Plan (AGL Share Loan Plan); and

the AGL Management Share Plan (AGL Management Share Plan).
The terms of these Plans are summarised below.

The Recommended Proposal has consequences for participants in each of the current Plans. In connection with the
Recormmended Proposal, the AGL Beard has determined that it will exercise some discretions in relation to certain Plans.

The consequences of the Recommended Proposal for Plan Participants and the discretions which the AGL Board will exercise
in connection with the Recommended Proposal in relation to certain Plan Participants are also set out below.

All of the Plans will be terminated with effect from the Transaction Implementation Date.

AGL Energy will adopt a share reward plan, a share purchase plan and a long term incentive plan following the implementation
of the Recommended Proposal. The terms of these plans are summarised in Section 1.7.

References to the New Alinta Shares that Plan Participants will receive are subject to the effects of rounding described
in Section 6.2(b)ii)(B)).
(8) AGL Share Reward Plan

(i) Summary

Under the AGL Share Reward Plar, each eligible employee is invited on an annual basis to acquire up to $1,000 worth of
AGL Shares for no consideration, subject to the satisfaction of performance hurdles set by the AGL Board in its discretion.

Eligible employees include full-time or permanent part-time employees (other than directors) of AGL companies who have

completed 12 months continuous service (or such lesser period as the AGL Board determines) and who have attained
the age of 18 years. Casual employees and employees who are resident overseas can only participate at the AGL Board's
discretion.

Shares acquired under the AGL Share Reward Plan {AGL Reward Plan Shares) are registerad in the names of and
beneficially owned by the Plan Participants. As at 20 July 20086, there were 424,736 AGL Reward Plan Shares an issue to
2,137 Plan Participants. :
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(A) Payment of purchase price

The trustee of the AGL Share Reward Plan applies amounts contributed by AGL companies for the purposes of funding
the acquisition of the AGL Reward Plan Shares.

(B) Restrictions on disposal

AGL Reward Plan Shares may not be disposed of before the earlier of three years after their date of acquisition or
the Plan Participant ceasing to be employed by an AGL company. During this period, the trustee is entitled to retain
custody of share certificates or helding statements in respect of the AGL Reward Plan Shares and to implerment
procedures to prevent any dealing with those shares.

Shares issued pursuant to bonus or rights issues are not subject to these restrictions.

(c

—

Dividends and voting rights

AGL Reward Plan Shares rank pari passu in all respects with alf other AGL Shares and carry the same rights and
entitlements, including dividend and voting rights, as those conferred by other AGL Shares.

(D) No forfeiture
AGL Reward Plan Shares cannot be forfeited.

(i} Impact of Recommended Proposal

AGL Reward Plan Shares will participate in the AGL Scheme on the same basis as all other AGL Shares. In other words, Plan
Participants will receive one Converting Share and 0.6117 New Alinta Shares for each AGL Reward Plan Share held by thern
on the AGL Scheme Record Date. Each Converting Shareholder will receive one AGL Energy Share for each Converting
Share upon implementation of the Buy Back.

The AGL Board intends to amend the Plan so that the restrictions on transfer imposed by the Plan do not apply to a transfer
of AGL Reward Plan Shares under the AGL Scheme.

This will mean that all AGL Reward Plan Shares will cease to be subject to the restrictions imposed by the Plan and the
AGL Energy Shares and New Alinta Shares acquired by Plan Participants pursuant to the Recommended Proposal in respect
of their AGL Reward Plan Shares will not be subject to the Plan. In other words, Plan Participants who hold AGL Reward
Plan Shares at the AGL Scheme Record Date will, following the Recommended Proposal, hold bath AGI. Energy Shares and
New Alinta Shares which are not subject to any restrictions whatscever ané may be sold or otherwise dealt with by those
persons as they think fit.

The AGL Board alsc intends to exercise the discretion vested in it under the Plan to terminate the Plan with effect from the
Transaction Implementation Date.

AGL Share Purchase Plan

(i) Summary

Under the AGL Share Purchase Plan, eligible employees, including AGL directors, are invited to acquire AGL Shares with
funds provided in liev of rermuneration entitlements they would otherwise have received. Eligible employees include full-
time or permanent part-time employees (including directors) of AGL companies who have attained the age of 18 years.
Employees who are resident overseas can only participate at the AGL Board's discretion.

Shares acquired under the AGL Share Purchase Plan (AGL Purchase Plan Shares) are registered in the names of and
beneficially owned by the Plan Participants. As at 20 July 2006, there were 564,310 AGL Purchase Plan Shares on issue
to 94 Plan Participants.

(A) Payment of purchase price

The trustee of the Plan applies amounts contributed by AGL companies in lieu of remuneration entitlernents which
Plan Participants would otherwise have received for the purposes of funding the acquisition on-market or the
subscription at market value of AGL Purchase Plan Shares.
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(B) Restrictions on disposal

AGL Purchase Plan Shares may not be disposed of before the earlier of 10 years after their date of acquisition, the
Plan Participant ceasing to be employed by an AGL cormpany and the AGL Board or the trustee determining that
the shares should be freed from this restriction following the written request of the Plan Participant. During this
period, the trustee is entitled 1o retain custody of share certificates or holding statements in respect of the AGL
Purchase Plan Shares and to implement pracedures to prevent any dealing with the shares.

Shares issued pursuant to bonus or rights issues are not subject to these restrictions.
(C) Dividends and voting rights

AGL Purchase Plan Shares rank pari passu in all respects with all other AGL Shares and carry the same rights and
entitlements, including dividend and voting rights, as those conferred by other AGL Shares.

(D) Ne forfeiture
AGL Purchase Plan Shares cannot be forfeited.

(i) Impact of Recommended Proposal

AGL Purchase Plan Shares will participate in the AGL Scheme on the same basis as all other AGL Shares. In other words,
Plan Participants will receive one Converting Share and 0.6117 New Alinta Shares for each AGL Purchase Plan Share
held by them on the AGL Scheme Record Date. Each Converting Shareholder wilt receive ene AGL Energy Share for each
Converting Share upon implermentation of the Buy Back.

The AGL Board intends to amend the Plan sc that the restrictions on transfer imposed by the Plan do not apply to a transfer
of AGL Purchase Plan Shares under the AGL Scheme.

This will mean that all AGL Purchase Plan Shares will cease to be subject to the restrictions imposed by the Plan and the
AGL Energy Shares and New Alinta Shares acquired by Plan Participants pursuant to the Recommended Proposal in respect
of their AGL Purchase Plan Shares will not be subject to the Plan. In other words, those Plan Participants who hold AGL
Purchase Plan Shares at the AGL Scheme Record Date will, following the Recommended Proposal, hold both AGL Energy
Shares and New Alinta Shares which are not subject to any restrictions whatsoever and may be sold or otherwise dealt with
by those persons as they think fit,

The AGL Board also intends to exercise the discretion vested in it under the Plan to terminate the Plan with effect from the
Transaction Implementation Date.

AGL LTIP

(i} Summary

The AGL LTIP is part of AGL's remuneration systermn for eligible employees. Eligible employees are employees of AGL
companies who are determined to be eligible by the AGL Board in its sole discretion from time to time. Unless otherwise
determined by the AGL Board, an eligible employee must have had at least six months continuous service with AGL. The
aim of the Plan is to drive sustainable and transparent performance by AGL in the long term.

(A) Plan Participants
Eligible employees of AGL may be invited to participate in the AGL LTIP.
(B) Rights

Under the AGL LTIP, Plan Participants are offered rights to acquire AGL Shares for no consideraticn {Rights). The
cost of acquiring the shares is paid by AGL. Prior to vesting, Rights do not carry the benefits of share ownership
including dividend cr voting entitlement.

As at 20 July 2006, there were 801,873 unvested Rights on issue te 106 Plan Participants.
(€) Terms of issue

No allocation of Rights will be made in any year unless performance standards set by the AGL Board for that year
are satisfied.
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(D) Vesting

Rights issued under the AGL LTIP vest in accordance with the vesting schedule which forms part of the terms on
which the Rights were issued (Vesting Schedule}. Rights will generally vest in equal annual instalments over three
years from the first anniversary of the date of award of the Rights. Wher Rights vest, AGL Shares will be issued or
transferred te the Plan Participant in satisfaction of those Rights.

(E

~—

Lapse of Rights

All Rights will vest if a Plan Participant ceases employment with an AGL company as a result of retirement, death,
ill health or such other circumnstance as the AGL Board in its absolute discretion may determine.

If a Plan Participant leaves the employment of an AGL company before Rights have vested in any other
circumstance, all Rights that have not vested will immediately lapse unless the AGL Board in its absolute discretion
determines otherwise,

(F) Administration

~—

The AGL Board supervises the administration of the AGL LTIP.
(G) Suspension or termination
The AGL Board has the right to suspend or terminate the AGL LTIP at any time.

(i) Impact of Recommended Proposal

The AGL Board intends to amend the AGL LTIP so that all Rights held by a Plan Participant which have not vested on
30 Septemnber 2006 (Unvested Rights) will (subject to the Plan Participant’s continued employment with an AGL
company) vest on that date and be converted into AGL Shares (AGL Vested LTIP Shares).

The AGL Vested LTIP Shares will be able to participate in the AGL Scheme. However, subject to that, the AGL Vested LTIP
Shares may not be sold, encumbered, disposed of or otherwise dealt with by a Plan Participant until the date that the
Unvested Rights which gave rise to the issue of the AGL Vested LTIP Shares would have vested in accordance with Vesting
Schedule that applied to those Unvested Rights when they were granted. AGL Vested LTIP Shares will cease to be restricted
if the Plan Participant ceases employment with an AGL companty as a resull of retirement, death, ill health or such other
circumstance as the AGL Board may determine or if the AGL Board so determines in the event of a change in contral or
demerger of AGL. If the Plan Participant ceases employment with an AGL company in any circumstance not referred to
above, the AGL Vested LTIP Shares will be forfeited.

The AGL Vested LTIP Shares will participate in the Transaction Dividend and the AGL Scheme on the same basis as all other
AGL Shares. Accordingly, Plan Participants who hold AGL Vested LTIP Shares will receive one Converting Share and 0.6117
New Alinta Shares for each AGL Share which they haold on the AGL Scheme Record Date as a result of the conversion

of Unvested Rights. Each Converting Shareholder will receive one AGL Energy Share for each Converting Share upon
implementation of the Buy Back.

Consequently, following the implementation of the Recommended Proposal, each participating Plan Participant will held one
AGL Energy Share and 0.6117 New Alinta Shares for each AGL Share which they held on the AGL Scheme Record Date as a
result of the conversion of the Unvested Rights. These AGL Energy Shares and New Alinta Shares will nat be subject to any
restrictions whatsoever and may be sold or otherwise dealt with by Plan Participants as they think t.

The AGL Board also intends to exercise the discretion vested in it under the AGL LTIP to terminate the AGL LTIP with effect
from the Transaction Implementation Date.

(d) AGL Share Loan Plan

(i} Summary

Linder the AGL Share Loan Plan, eligible employees were invited to acquire AGL Shares with loan funds provided by AGL.
Eligible employees included full-time ar permanent part-time employees (other than directors) of AGL companies wheo had
attained the age of 18 years. Employees who were resident overseas could only participate at the AGL. Board's discretion.
This Plan was superseded by the AGL LTIP.

Shares acquired under the AGL Share Loan Plan (AGL Loan Plan Shares) are registered in the name of AGLSP, the trustee
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of the Plan (Trustee) but beneficially owned by the Plan Participants. As at 20 July 2006, the Trustee held 1,071,900 AGL
Loan Plan Shares for the benefit of 45 Plan Participants.

(A) Payment of issue price

AGL makes loans (Plan Loans) to Plan Participants who authorise and direct AGL to pay the amount of the Plan
Loan to the Trustee for the purposes of the Trustee applying the amourtt of the Plan Loan towards the subscription
for AGL Loan Plan Shares. AGL Loan Plan Shares are subscribed for at market value or at a discount of up to 5% of
market value as determined by the AGL Board.

(B) Plan Loans

Plan Loans are limited recourse and interest free and can be repaid by a Plan Participant at any time. As at 20 July
20086, outstanding Plan Loans totalled $6,847,684.

(C) Restrictions on disposal

The Trustee must not dispose of AGL Loan Plan Shares before the earlier of three years after their date of
acquisition by the Plan Participant, the date on which the Plan Participant ceases to be employed by an AGL
comgany as a result of their death, total and permanent disability, retirement or redundancy, and the AGL Board
determining and notifying the Trustee that the AGL Loan Plan Shares are to be freed from the restrictions.

Where AGL Loan Plan Shares are issued at a discount to market value, the Plan Participant may direct the Trustee
to sell up to 5% of those shares at any time between the first and second anniversaries of the issue of those
shares. tn this event, the net proceeds of sale must be paid to the Plan Participant.

Shares issued pursuant to bonus or rights issues will also be registered in the name of the Trustee and be subject
1o these restrictions.

(D) Transfer to or sale on behalf of Plan Participant

(E

(F

—r

~—

Upon a Plan Participant’s AGL Loan Plan Shares ceasing to be restricted, the Plan Participant may direct the Trustee:

B where there is no outstanding Plan Loan in respect of the shares — to transfer the shares to the Plan Participant
or sell the shares and pay the net proceeds to the Plan Participant; or

W where there is an cutstanding Plan Loan in respect of the shares — to sell the shares and apply the net proceeds
against repayment of the Plan Loan and pay any remaining balance to the Plan Participant. Where the net
proceeds of sale would be insufficient to cover the outstanding Plan Loan, the Plan Participant must obtain the
prior written censent of the AGL Board before directing the Trustee to sell the shares.

Dividends and voting rights

AGL Loan Plan Shares rank pari passu in all respects with all other AGL Shares and carry the same rights and
entitlements, including dividend and voting rights, as those conferred by other AGL Shares. However, while a Plan
Loan rernains outstanding in respect of a Plan Participant's AGL Loan Plan Shares, the Trustee must apply the
whole of any dividends paid on those shares in reduction of the outstanding Plan Loan.

Forfeiture

AGL Loan Plan Shares will be forfeited if a Plan Participant ceases to be employed by an AGL company other than
by reason of their death, total and permanent disablement, retirement or redundancy prior to the expiration of the
restriction pericd. In this event, the trustee will sell the Plan Participant’s AGL Loan Plan Shares and apply the net
proceeds of sale in repayment of the Plan Loan and any balance of the net proceeds will be retained for the general
purposes of the AGL Share Loan Plan.

(i Impact of Recommended Proposal
The AGL Board terminated the Plan in accordance with the terms of the Plan with effect from 14 August 2006.

In accordance with the terms of the Plan, all Plan Loans made to acguire AGL Loan Plan Shares must be repaid i full by
15 Septernber 2006. If a Plan Participant’s Plan Loan has been repaid in full by 15 September 2006 then the Trustee will
transfer the Plan Participant's AGL Loan Plan Shares to the Plan Participant, If a Plan Participant has not repaid his or her
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Plan Loan by 15 September 2006 then the Trustee wil, in accordance with the terms of the Plan, sell the whole or such
number of the Plan Participant’s AGL Loan Plan Shares as are sufficient to enable the Plan Loan to be repaid in full. The
balance of the Plan Participant’s AGL Loan Plan Shares will be transferred to the Plan Participant upon repayment in full
of the Plan Loan.

As a conseguence, subject to the repayment of the Plan Particinant’s Plan Loan, AGL Loan Plan Shares will be able to
participate in the AGL Scheme on the same basis as all other AGL Shares. This means that Plan Participants who participate
in the AGL Scheme in respect of their AGL Loan Plan Shares will receive one Converting Share and 0.6117 New Alinta
Shares for each AGL Loan Plan Share held by thern on the AGL Scheme Record Date. Each Converting Shareholder will
receive one AGL Energy Share for each Converting Share upon the implementation of the Buy Back.

(e) AGL Management Share Plan

(i) Summary

This is a plan under which eligible employees of AGL were invited to subscribe for AGL Shares with loan funds provided by
AGL. The AGL Management Share Plan was superseded by the AGL Share Loan Plan.

Shares acquired under the AGL Management Share Plan (AGL Management Plan Shares) are registered in the names of
and beneficially owned by Plan Participants.

(A) Payment of issue price

The issue price for AGL Management Plan Shares was funded by the Plan Participant paying one cent for each
share issued, with the balance provided by AGL by way of a loan (Management Plan Loan) to the Plan Participant.

AGL Management Plan Shares were issued at their market price or, if the Plan Participant elected, at a discount to
market price {of not greater than 10%).

(B

Pl

Management Plan Loans

Management Plan Loans are limited recaurse, interest free and repayable on the expiry of 10 years from date
of issue of the underlying AGL Management Plan Shares. However, a Plan Participant’s Management Plan Loan
becomes repayable within:

B one month after the dismissal, resignation or retrenchment of the Plan Participant, the Plan Participant
disposing of their AGL Management Plan Shares while they are restricted, or the Plan Participant becoming
bankrupt. In the case of retrenchment, the AGL Board may extend the time for repayment of the loan for up to
12 months after the date of retrenchrment; ar

f
W one year after the retirement or death of the Plan Participant.

Managernent Plan Loans may be repaid by a Plan Participant at any time.

6

Restrictions on disposal

Management Plan Shares must not be disposed of without AGL's prior writien consent until the later of three
years after their issue date and the date that the Management Plan Loan in respect of the shares is repaid in full.
While AGL Management Plan Shares are restricted, AGL is not required to issue, and the Plan Participant is not
entitled to demand, share certificates in respect of the shares.

Any bonus shares issued in respect of AGL Management Plan Shares are also subject to these restrictions,
(O} Disposal of AGL Management Plan Shares
Notwithstanding the above:

M 2 Plan Participant whose employment with AGL has ceased, may sell their AGL Management Plan Shares
provided that any outstanding Management Plan Loan in respect of the shares has been repaid;

B where AGL Management Plan Shares have been issued at a discount to market value, the Plan Participant may
sell up to 5% of those shares at any time between the first and second anniversaries of the issue of those
shares. In this event, the net proceeds of sale must be paid to the Plan Participant; and
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M AGL Management Plan Shares may be transmitted in accordance with the AGL Constitution upan the death of

the Plan Participant.
(E} Dividends

AGL Management Plan Shares entitle their holder to receive dividends on the same basis as holders of other

AGL Shares. However, while a Management Plan Loan remains outstanding in respect of a Plan Participant’s AGL

Management Plan Shares, the whole of any dividends paid on those shares (and on any bonus shares issued in
respect of those shares) must be applied against the loan unless the AGL Board determines otherwise.

(F) Voting rights, share issues, mergers and schemes of arrangement

AGL Management Plan Shares entitle their holder to vote at general meetings on the same basis as holders of

other AGL Shares and to participate in all issues of shares, securities and options in respect of the capital of AGL
offered pro rata {or nearly pro rata) to holders of other AGL Shares. AGL Management Plan Shares are also entitled

to participate in alt reconstructions, amalgamations and mergers and schemes of arrangement involving AGL.

(i) Impact of Recommended Proposal

All Plan Participants repaid their Management Plan Loans prior to the date of this Booklet so that their AGL Management

Plan Shares could be freed from the restrictions on dealings impesed by the Plan and the Plan could be wound up.

As all Management Plan Loans have been repaid, the Plan will terminate and the Plan Participant’s AGL Management
Plan Shares will participate in the AGL Scheme on the same basis as all other AGL Shares. As a consequence, each Plan
Participant who participates in the AGL Scheme will, following implementation of the Recommended Proposal, hold
one Converting Share and 0.6117 New Alinta Shares for each AGL Management Plan Share held by them on the AGL
Scheme Record Date. Each Converting Shareholder will receive one AGL Energy Share for each Converting Share upen
implementation of the Buy Back.

9.2 Other material contracts - AGL

(a) AGL Energy and New Alinta to conduct their businesses

The principal arrangements between AGL Energy and New Alinta arising from the implementation of the Recommended
Proposal are described in Sections 6 and 7.

In addition, AGL Energy has a number of gas transmission agreements with Alinta which are referred to in Section 9.2(b}).
(b) AGL Energy and third parties

(i) Gas supply and transportation arrangements

AGL Energy has long term supply contracts for natural gas from a nurber of gas producers whose sources include the
Cooper Basin in South Australia and South Western Queensland and the Gippstand Basin (Victoria/Bass Strait).

A summary of the particuiar arrangements appears below:

# arrangements with various producers of natural gas located in the Cooper Basin Region (spanning both South Australia
and South Western Queensland). Initially, these arrangements to source natura! gas from the Cooper Basin were entered
into in 1971. Further arrangements have been entered into which provide for the supply of gas up to the beginning of
2017. There are also some specific arrangements with respect to the supply to AGL Wholesale Gas (SA) Pty Limited

which terminate on 1 January 201 2;

8 arrangements with Esso and BHP Petroleum. AGL Wholesale Gas sources natural gas supplied by Esso and BHP
Petroleum from the Gippsland Basin (Victoria/Bass Strait). This agreement continues until the end of 2017;

8 Gascor arrangements — Victoria. Gascor Pty Limited (in which a Subsidiary of AGL, AGL Sales Pty Limited, which will be

an AGL Energy entity, holds a 33.3% shareholcing) has entered into a number of inter-related arrangements with

Esso and BHP Petroleum and other entities for the supply of natural gas in the Victorian market. These arrangements
commenced on different dates, however, the primary arrangements terminate on the earlier of 31 December 2009 and

the date on which all gas contracted under the arrangements has been taken;

@ arrangernent with Origin Energy. AGL Whalesale Gas has also entered into gas supply arrangements with Origin Energy
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and its Subsidiaries for the supply of natural gas from ccal bed methane sources in Queensland. Supply under the
agreement is for a period of 15 years commencing 1 May 2005 and can be extended for a further period of 5 years if
agreed between the parties; and

@ arrangement with Sydney Gas. AGL Wholesale Gas has entered into a gas supply arrangement with Sydney Gas for the
supply of natural gas from coal bed methane sources in the Sydney Basin. The agreement commenced in 2005 and is for
a period of 10 years with an option to extend for a further 4 years.

These supply contracts typically contain take or pay provisions requiring the relevant AGL Group entity to purchase a fixed
percentage of its contracted gas amount at a ixed price (which may be subject to periodic reviews) regardless of whether
it can sell that gas. The take or pay amount is fixed at a proportion of AGL's forecast demand. If the relevant AGL Group
entity’s actual gas demand is significantly below the take or pay amount, then in some cases that entity has the right to
defer delivery of the gas until a later date during the remaining term of the contract.

AGL Energy also has 3 number of transmission agreements with third parties including Alinta, Esso/BHP Petroleum and
Epic Energy. These transmission arrangements enable the AGL Group to transport gas related to its gas supply contracts.
Transmission is purchased on both a firm basis, that is, a minimum volume at a hixed price, and on an ‘as available’ basis to
satisfy demand variances.

(i) Arrangements with Sydney Gas

Subsidiaries of AGL have entared into a number of arrangements with Sydney Gas and its Subsidiaries under which they
have obtained a 50% interest in each of:

# a gas project being developed near Camden (and in respect of which AGL has assumed the operatorship on behelf of the
Joint venture);

# a gas project being developed in the Hunter Valley; and
M a gas exploration project being developed near Camden.

The parties have entered into Joint Operating Agreements and other ancillary agreements in relation to each of these gas
projects. The loint Operating Agreements govern the relationship between the parties.

(i) Arrangements in relation to LYA
AGL has an interest in LYA, the largest base load electricity generator in Victoria, and its adjacent coal mine, as a result
of its investment in GEAC. Section 1,1{c¢)(iv) contains further details.

GEAC is the holding company for LYP, which owns LYA and its adjacent cozal mine. AGL has a shareholding of 32.5% in GEAC
and has entered into a number of agreements in relation to both its GEAC shareholding and its grant of loans to GEAC.
Section 1.1(c)iv) contains further details.

A Shareholders Agreement between each of the shareholders of GEAC gaverns the relationship between the shareholders.

(iv) Elgas joint venture

AGL has a 50% indirect interest in Elgas which is held through a wholly owned Subsidiary of AGL. The other 50% interest
is held by BOC. Section 1.1(b)(vi) contains further details.

Each of AGL and BOC's 50% interests in Elgas is held through a holding company in which the refevant AGL Groug
company and BOC are sharehclders. The interests in Elgas are managed through the helding company’s constitution and a
Shareholders Agreement,

{v) PNG Upstream Gas Project (AGL Energy)

AGL Energy Subsidiaries have entered into & series of agreements relating to the PNG Upstream Gas Project including a
Sale and Purchase Agreement with the PNG Gas Producers for 1,500 PJ of gas and an agreement with Oil Search to acquire
a 10% equity interest in the PNG Upstream Gas Project. Section 1.1 (d)(ii) contains further details.

Subject to satisfaction of the relevant conditions (inciuding financial close of the proposed PNG Australian Pipeline Project),
the first sale of gas to AGL Wholesale Gas Limited under the Sale and Purchase Agreement with the PNG Gas Producers
could take place in 2009,
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Under both agreements, AGL has provided guarantees of its Subsidiaries’ obligations.

Subject to various third party consents, AGL proposes that the relevant guarantees will be transferred to AGL Energy as it
will become the ultimate holding company of the various Subsidiaries involved in the project.

{vi) Joint venture with Petronas

AGL Pipelines Investments {QLD) Pty Limited is a party to a Joint Development Agreement with Petronas in relation to
the establishment of the APC 50/50 joint venture between the two parties for the construction of the proposed PNG
Australian Pipeline.

The Joint Development Agreement gaverns the relationship between Petronas and AGL Pipelines Investments {QLD) Pty
Limited during the project development phase of the proposed PNG Australian Pipeline Project.

The agreement terminates on the first to occur of the financial close of the project or 31 December 2007 (or another date
agreed between AGL and Petronas).

Financial close of the project will occur when final documentation is executed by the parties, the conditions precedent to
each party’s performance of its obligations under the documentation have been satisfied, and funds are available to enable
the project to proceed to completion.

In AGL's view, the proposed PNG Australian Pipeline Project is unlikely to proceed inits current form although there may be
alternative ownership structures for the pipeline that could allow it to be developed.

(vii) Proposed PNG Australian Pipeline Project
APC and the PNG Gas Producers are parties to a Letter of Intent under which the parties are obliged, amaong other things, to:

8 confer with each ather to ensure alignment and compatibility of the respective projects; and

B develop the respective projects to a position from which they ¢an jointly determine whether ta move to final
implementation and construction.

During August 2006, AGL and Petronas decided to scale back FEED activities due to a lack of commited foundation gas
load custemers and escalating construction costs.

AGL’s Infrastructure Business and third parties

(i) Pipeline Development Agreement between AGL and APT
General description

This agreement governs the commercial relationship between AGL as a developer of gas transmission pipelines and
Australian Pipeline Limited as responsible entity for APT as an investor and acquirer of gas transmission pipelines. The
agreement sets out the rights and obligaticns of the parties in respect of the development of gas transmission pipelines
and the acquisition of those assets. '

The agreement has an initial term which will run until approximately 2020 with a possible extension of a further period of
five years and from then on a rolling five year basis.

Rights to purchase

Subject to the rights of any third party, AGL must offer to APT at least 20% of the aggregate ownership interests in the
proposed PNG Australian Pipeline, which is associated with the PNG Upstrearn Gas Project (APT Right). The offer must
be made on or prior to practical completion of construction of the pipeline and is to be made at a price determined by
AGL (acting in good faith). APT can accept part of the percentage interest offered to it provided that it is not fess than
an aggregate 10% interest in the proposed PNG Australian Pipeline. See section 1.1(e) for a further discussion on the
proposed PNG Australian Pipeline.

Subject to the rights of any third party, apart from the proposed PNG Australian Pipeline, AGL must, on or prior to practical

completion of any relevant high pressure gas transmission pipeline in Australia in which it has an ownership interest, offer to
sell all of that interest to APT at a price determined by AGL. The agreement contains provisions concerning the contents of

such an offer, including pricing, terms and the timing of the offer.
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Acquisition opportunities for target businesses

AGL and APT have also agreed that they will jointly seek aut and examine opportunities to acquire businesses. The
agreement sets cut the nature and manner in which the parties will act jointly, including the reciprocal obligation to bring an
opportunity to each other’s attention.

Services - pipeline managerment

Subject to any third party rights, AGL has the first right of refusal to provide pipeline management services to APT in
respect of any pipeline which APT acquires or develops.

Restrictions applicable to APT and AGL’s first right of refusal

During the term of the agreement, subject to the rights of any third party, APT cannot sell or dispase of any high pressure
gas transmission pipelines which it owns in Australia (or interests in such assets held through shares or units in a trust)
without first offering its interest to AGL.

Termination

The agreement can be terminated if AGL {for a continuous period of 90 days) helds less than 20% of the issued securities
of APT. As stated in Section 3.3(d), AGL currently holds 30% of the issued units in APT.

As set out in Section 1.1 AGL Energy’s business and assets will include the rights and obligations of AGL Pipelines
Investment {QLD) Pty Limited associated with the proposed PNG Australian Pipeline Project under the APC joint venture
with Petronas. Accordingly, subject to APT’s consent, AGL intends to transfer the APT Right to AGL Energy notwithstanding
the decision to scale back FEED in respect of the project. In all other respects it is AGL's current intention that the Pipeline
Development Agreement between it and APT will continue in accordance with its terms. ‘

(i) Gas transportation arrangements in NSW

AGL Gas Networks, which will be a New Alinta entity, has entered into various arrangements with retailers and major
energy users (including AGL Fnergy) for the transportation of gas through its NSW gas distribution network. These
arrangements are either reference or non-reference arrangements.

IPART has approved reference tariff prices that apply under reference service arrangements. The reference arrangements
applicable to AGL Energy are the same as those applicable to third party users. Terms and conditions and prices under non-
reference arrangements are individually negotiated, and in the case of AGL Energy have also been approved by IPART.

All these agreements typically continue until the user no longer requires the transportation service or until terminated
in accordance with their terms. Generally, the agreements can be terminated if a party commits an unremedied material
breach of the agreement or suffers an insolvency event.

(i) Electricity distribution arrangements in Victoria
AGLE, which will be a New Alinta entity, has entered into various agreements with electricity retailers for the distribution of
electricity through AGLE's electricity network in Victoria.

These agreements are generally based on AGLE's default Use of System Agreement approved by the ESC. Network tariffs
charged are calculated pursuant to an electricity price determination made by the ESC and the applicable tariffs for each
year are subsequently approved by the ESC.

The agreements generally continue until they are terminated as a result of a material unremedied breach of the agreement
by the user. They can also be terminated where the retailer ceases to require any distribution services or AGLE ceases to be
obliged under the various electricity laws to pravide such services.

AGLE also provides these distribution services to AGL Energy. The relevant services are provided on terms in accorgance
with the ESC approved Use of System Agreement, including tariff rates.

(iv} Agility construction and other arrangements

Agility, which will be a New Alinta entity, has entered into various arrangements with third party customers in relation to
construction projects in the electricity, gas and water secters. In general terms, pricing in relation to these arrangements is

The Australian Gas Light Company Scheme Booklet — Part 2

(O3]
O




(d

9.
(a)

Puge 229 of 457 Docld: SE1581032 ACN 115061 375

based on an agreed project price subject to project variation claims.

Agility has also entered into various agreements under which it provides operation and maintenance services to its
customers. In general terms, pricing far these services is based on an agreed schedule of rates, depending on the nature of
the services provided.

Agllity has entered into some non-material arrangements in relation to the provision of services to AGL Energy. It is
expected that these arrangements with AGL Energy will continue following the implementation of the Recommended
Preposal until their expiration or renegotiation.

Third party contracts to be split between AGL Energy and New Alinta
(i) ActewAGL joint venture
The proposed restructure of the ActewAGL joint venture is described in Section 7 8.

(i} Arrangements in relation to AGL's head office
AGL has entered into several leases with Trust Company of Australia Limited (as lessor) and Stockland Trust Management
Limited {as responsible entity) in relation to AGL's head office at 72 Christie Street, St Leonards NSW.

The leases (with the exception of the lease of the car park) are in substantially identical terms and relate to different levels
of the building.

The leases commenced in late 2005 and will terminate in 2017 unless AGL exarcises one or both of its two options under
each lease for the grant of new six year leases. If both options are validly exercised, those leases will terminate in 2029.

AGL has aiso entered intc a managernent agreemnent with the counterparties to the leases under which AGL agrees to
provide facilities management services to the building while AGL continues to occupy the entire building.

AGL intends to transfer these arrangements to AGL Energy prior to the Transaction Imptementation Date, subject to
obtaining relevant consents. It is also anticipated that arrangements will be put in place under which New Alinta will occupy
space within 72 Christie Street, It is anticipated that these arrangements will include appropriate security and other
measures to ensure that the operations of AGL Energy and New Alinta are properly segregated.

3 Other material contracts — Alinta

Infrastructure investments

Alinta is a party to certain sharehalder/unitholder agreements relating to its interest in AlintaGas Network, UED, Multinet Gas
and DBNGP These agreements contain usual provisions of agreements of this type including in relation to decision making and
the transfer of shares/units.

(&)

Asset management business — AlintaGas Network, UED, Multinet Gas and DBNGP

(i} UED, AlintaGas and Multinet Gas OSA

Pursuant to the OSA with each of UED, AlintaGas and Multinet Gas, AAM provides 5 comprehensive suite of services for
the operation and management of each network in accordance with standards specified in the relevant OSA. Regulatory
strategy and pricing decisions are excluded. In consideration of the provision of services the asset owner must pay AAM
certain fees. Some fees are fixed and others are variable.

The term of each OSA consists of an initial term, the first renewal period and subsequent renewal periods. The end of each
period follows the intended regulatory price re-set for the underlying asset. A review opportunity exists at the end of the
initial pertod to adjust the fees payable under the applicable OSA, however unless a default exists, the OSA will continue for
the first renewal period.

The initiaf term of the UED QSA and the AlintaGas OSA has occurred and the parties are in the process of negotiating the
fees for the first renewal period of five years for those agreements.

The initial term of the Multinet Gas OSA ends on 30 June 2008.

After the end of the first renewal period, the QO5As will be renewed for a subsequent renewal period of 5 years unless the
asset owners appoint an alternative service provider and AAM has not exercised its last right of refusal in respect of the
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services for that further term.

(i) DBNGP OSA

Under the DBNGP OSA, AAM operates, manages and constructs the DBNGP and provides some corporate services.
Commercial services are provided by the asset owner.

The initial term of the DBNGP OSA expires in 2040,

In consideration of the provision of the services, AAM is reimbursed its costs in previding those services and paid 2
management fee, incentive fee, and project management fee.

{c) Alinta and AIH

Alinta, or a Subsidiary of Alinta, is a party to a number of agreements with AlH including the:

Alliance Agreement;
AlH G354,

CSSA; and

EMID,

which govern its relationship with AlH.

These agreements (other than the EMID) are described below. For a more detailed description see www .aih.net.au.

Alinta and AIH have entered into a memorandum of understanding under which among cther things, it has been agreed:

New Alinta will assumne the rights and abligations of Alinta under the Alliance Agreerment, OSA and the CSSA described
below;

Alinta and AIH will commence discussions with AiH regarding the possible acquisition by AlH of some of the AGL
Infrastructure Assets; and

AlH has waived its rights of first refusal over Alinta's WA Cogeneration assets.

(i) Alliance Agreement

The Alliance Agreement between Alinta, AlL, AIT and AllT governs cartain aspects of the ongoing relationship between Alinta
and each of AIL and the responsible entity for each trust. The key provisions of the Alliance Agreement are summarised below.

Subject to the following paragraph, Alinta is the exclusive provider of operation and management services and corporate
and strategic services to the AIH Group.

If AlH acquires a new asset, AlH is not required to obtain services of the king provided under the AIH OSA from Alinta in
respect of that new asset. If it does, generally the same terms and conditions of the existing AlH OSA will apply. However,
if Alinta is not the service provider in respect of the new asset then:

8 the Alliance Agreement will terminate unless Alinta gives notice that it will continue;
W certain services under the AIH OSA and CSSA will not be provided to the new asset owner or in respect of that asset;

8 the manager under the CSSA will be entitled to terminate the C55A by giving 12 months notice in writing to AlH, such
notice to be provided within six months of termination of the Alliance Agreement; and

8 AH will be entitled to terminate the CSSA by giving three years’ notice in writing to the manager. The notice must not
expire before ten years after the commencemnent of the CS5A.

if Alinta wishes to dispose of an asset which falls within AlH's existing investment mandate (excluding any renewable energy
assets), AlH will have a first right of refusal to acquire 100% of Alinta's interest in the asset subject to certain pre-emptive
rights of third parties {including those which existed at the time Alinta acquired its interest in the assets and, when the
agreement applies to New Alinta, any existing rights applicable to AGL Infrastructure Assets and any rights arising from the
Transaction Documents, the Put Options Deed and the Pipeline Development Agreement).

Alinta will not invest in assets which fall within AlH's investment mandate (excluding renewable energy assets) without first
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offering AlH the cpportunity to pursue that investment.

Alinta will forgo part of its management fees under the AIH OSA and CSSA during the first ten years if the distributable cash
forecasts in the Alliance Agreement are not met.

Alinta and its Related Bodies Corporate are to maintain a total interest in AIH of not less than 15% untif such time as AIH
proposes to acquire a new asset and Alinta informs AIH that, if the acquisition proceeds, the Alliance Agreement will terminate.

The Alliance Agreement also provides for a licence of the “Alinta”, “Alinta Infrastructure Holdings™ and other related trade
marks to the AlH Group. This licence will terminate automatically if the Alliance Agreement is terminated and is terminable
by Alinta in other circumstances specified in the agreement.

(i) AIH OSA

Alinta (as service provider) and AlL, AltT, AIT, AEH, and certain other AIL Subsidiaries have entered into the AlH QSA which
governs the terms and conditions under which Alinta provides services to manage the businesses and operate, manage and
maintain the gas pipeiine and power assets on behalf of the AlH Group members.

The AIH OSA is for an initial term of 25 years. It may be renewed for further terms of ten years each on the same terms
and conditions, however, the AlH Group (together) may, instead of renewing the AIH OSA, give notice that it will undertake
the market tender process to identify an alternative service provider which is subject to certain procedures and processes
which are set out in the AlH OSA.

Alinta provides all services required to manage the assets and the business. In performing the services Alinta must meet
certain service standards including good industry practice, compliance with laws and approved asset management,
environmental and other pians. Alinta must alse materially comply with all material contracts and AlL business plans and
provide the services in a timely, commercial, prudent and reasonable mannrer.

Alinta is reimbursed for its costs in providing these services, including a Corporate Support Services Cost Recovery and an
IT Asset Capital Recovery and is paid an asset management fee equivalent to 3% of the total revenue for that year and
an asset incentive fee equal to 1% (only 0.25% for 2006 and 0.50% for 2007) of the Fully Paid Market Capitalisation (as
those terms are defined in the AlH OSA) of AlH for that year.

The asset management fee and the asset incentive fee may be paid, with the prior approval of Alinta, by the issue of
securities in AIH.

The AlH OSA can only be terminated in the event of either:
M insolvency of Alinta or a member of the AIH Group; or

8 unremedied material breach by a member of the AlH Group {including a failure to hold a material authorisation), which
breach will have a material adverse effect or, if it does not, the member of the AIH Group does not take action after
Alinta reasonably requires to address that default,

Alinta may aiso suspend the services provided to a defaulting member of the AIH Group.
A service or asset may be terminated from the AlH OSA in the event of the following:

B an extended force majeure event suspending Alinta’s obligations for six months or more (however, demobilisation costs
must be paid by AL and, in most cases, the exclusivity provisions will continue to apply); or

W znunremedied default by Alinta which will cause a major detrimental effect, in which case AlL ray terminate the service
to which the default relates with two menths’ notice if that default remains unremedied and the major detrimental
effect was solely attributable to Alinta.

(iii) CSSA

The CSSA sets out the terms and conditions under which AMS provides corporate and strategic services and support to
AlH Group members and other services to the responsible entity of AIT and AlIT.

The services provided by AMS include provision of persons from time to time to fulfil the roles of Chief Executive Officer
and Chief Financial Officer of AlL, responsible officers and any other persons from time to time necessary to enable any
of AltT, AIT or AlL or the responsible entity of AIT or AIlT to discharge their lega! obligations (excluding the provision of
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personnel to PIML);

AMS must perform these services in a timely, commercial, prudent and reasonable manner and must comply with good
industry practice and applicable laws (including occupational health and safety legislation), matertal autherisations, codes,
policy, requlations or orders of governmentat bodies having jurisdiction.

AlL and the respansible entity of AIT and AIT must each reimburse AMS for all costs AMS incurs in providing the services
to the relevant entity. AlL and the responsible entity of AIT and AlIT will alse pay AMS a portion of a performance

fee calculated as 20% of the return to securityholders in excess of the benchmark return for each half financial year
{Performance Fee).

Securities in AtH may be issued in lieu of the unpaid part of the Performance Fee, subject to compliance with relevant laws
{(including convening any unitholder meetings).

The term of the CSSA is for an initial period of 15 years. At any time prior t¢ the expiration of the CSSA, AlH has the right
to renew its operation for consecutive 5 year periods.

The CSSA may be terminated by AMS:

@ upon six months’ notice if any of AIT, AllT or AlL ceases to be listed on ASX:

W for material breach of the CSSA by any of AT, AlT or AL which is not remedied after an appropriate cure period or cure plan;
B immediately for insolvency of any of AIT, AlIT or AlL;

B at any time where the OSA is terminated or expires; or

B at any time within the & menth period commencing on the date of termination of the Alliance Agreement, such
termination to be effective 12 months from the date of notice.

The CSSA may be terminated by the other parties:
M for material breach of the CSSA by AMS which is not remedied after an appropriate cure period or cure plan;
B for insolvency of AMS; or
B if AFML ceases to be the responsible entity of AIT and ANIT and the Alliance Agreement is terminated upon three years’
notice to AMS, such notice not to expire before the CSSA has been in operation for ten years.
(d) Alinta EATM

Alinta EATM is a party to two key gas transport agreements and a number of gas sales agreements, including the Tolling
Agreement and a gas purchase agreement with BHP Petroleum and Esso.

(i) Gas transport agreements

Alinta EATM has entered into Jong-term gas transportation agreements with each of the Tasmanian Gas Pipeline and
Eastern Gas Pipeline owners for transportation services under the Tasrmanian Gas Pipeline and Eastern Gas Pipeling
respectively.

The services provided under the agreements continue until 2018,

The varicus tariff charges and other commercial terms vary. The agreements contain the usual provisions relating to
delivery points, MDQ, contract teferance and prioritisation. Alinta EATM is granted three options to increase the firm
forward haulage service MDQ for the Eastern Gas Pipeline by 20 TJ per day, 15 TJ per day and 157) per day (50 TJ per
day in aggregate) at any time for the balance of the term upon giving 18 months’ notice. The tariff for the increased MDQ
varies depending on whether the Eastern Gas Pipeline is achieving certain forecast revenues.

(i} Tolling Agreement for the Bairnsdale Power Station

The owners of Bairnsdale Power Station and a Subsidiary of Alinta are parties to a Tolling Agreement under which Alinta
EATM has the right to control the despatch of the Bairnsdale Power Station and receive all revenue resulting from
generation into the NEM. In exchange Alinta EATM pays the owners a tolling charge for use of the plant.

The term of the Tolling Agreement is ten years from April 2004 with two renewal periods of five years each. The
agreement is automatically renewed on the same terms and conditions other than the tolling charge.
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The tolling charge for the first ten years is set out in the agreement. The tolfing charge for the renewal periods is to be
agreed between the parties having regard to certain criteria including the forecast spot price in the NEM, characteristics of
the Bairnsdale Power Station, an assumed availability factor and that Alinta Sales is responsible for all gas costs associated

with the Bairnsdate Power Station.

The tofling charge is adjusted each year to reflect divergences of actual availability and operating profile from requested

availability and an assumed operating profile.

(i} BHP Petroleum and Esso agreement

BHP Petroleum and Esso sell gas to Alinta EATM under a take or pay gas purchase agreement which runs until 2018,

9.4 AGL Directors and their interests

The AGL Directors at the time of lodgement of this Booklet for registration by ASIC are listed below:

I_Liarne

Mr Mark Johnson
Mr Paul Anthony
Mr Charles Allen AQ
Sir Ronald Brierley
Mr David Craig

Ms Carolyn Hewson
Mr Max Quld

Mr Graham Reaney

Position |
Chairman
Managing Director and Chief Executive Officer

Non-executive director
Non-executive director
Non-executive director
Non-executive director
Non-executive director

Non-executive director

Other than as set out below, no marketable securities of AGL are held by or on behalf of AGL Directors as at the time

of lodgement of this Bocklet for registration by ASIC:

.','QGL Director

Mr Mark Johnson
Mr Paut Anthony
Mr Charles Allen AQ
Sir Ronald Brierley
Mr David Craig

Ms Carclyn Hewson
Mr Max Ould

Mr Graham Reaney

AGL Shares held by or on behalf of the AGL Director

198,366

2,000

72,881

75,422

3,241

51,386

12,805

90,460

Each AGL Director intends to vote their AGL Shares in favour of the AGL Scheme.

No marketable securities of AGL Energy, Alinta or New Alinta Co are held by or on behalf of AGL Directors as at the date of this

Bocklet apart from:

m  Paul Anthony who holds one of the two New Alinta Shares on issue as at the date of this Booklet; and

m  Max Ould who holds 10,000 Alinta Shares.

As AGL Energy is a wholly owned Subsidiary of AGL with two shares on issue, all of the AGL Directors collectively control

these shares.

9.5 Dealings in securities

(a) Dealings

Except as disclosed below or in Secticn 9.4, no AGL Director has acquired or disposed of a relevant interest in any:
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AGL Shares or other AGL securities;

AGL Energy Shares or other AGL Energy securities;

New Alinta Shares, Converting Shares or other New Alinta Co securities; or
B Alinta Shares or other Alinta securities,
in the four month period immediately preceding the date of this Booklet.

Paul Anthony acquired 2,000 AGL Shares on 27 April 2006 in order to satisfy the minimum shareholding requirement for AGL
Directors under the AGL Constitution.

It is anticipated that AGL Directors will acquire shares under the AGL Share Purchase Plan between the date of this Booklet and
Completion.

(b)Y Consideration

Except as disclosed elsewhere in this Booklet or the Alinta Scheme Booklet, none of:
B AGL Energy or any associate of AGL Energy; and

W New Alinta Co ar any associate of New Alinta Co,

has provided, or agreed to provide, consideration for any AGL Shares or securities under a purchase or agreement during
the four months immediately preceding the date of this Booklet.

On 13 March 2006, AGL announced a takeover offer for Alinta of 0.564 AGL Shares per Alinta Share.
On 20 March 2008, Alinta announced a takeover offer for AGL of 1.773 Alinta Shares per AGL Share.
(¢) Benefits

Except as disclosed elsewhere in this Booklet or the Alinta Scheme Booklet, during the four months immediately preceding
the date of this Booklet, none of:

O AGL Energy or any assaciate of AGL Energy; and
B New Alinta Co or any associate of New Alinta Co,

has given, or offered to give or agreed to give, a benefit to another person where the benefit was likely to induce the other
person, or an associate, to:

W votein favour of the AGL Scheme; or

m dispose of AGL Shares or ather AGL securities to New Alinta Co.

9.6 Payments or other benefits to AGL Directors, secretaries and executive officers

Other than as set out in Section 9.7 below or elsewhere in this Bocklet, no payment or other benefit is proposed te be made or
given to any director, secretary or executive officer of AGL, or of any Related Body Corperate of AGL, as compensation for loss
of, or as consideration for or in connection with their retirement from office as a director, secretary or executive officer of AGL
or of a Related Body Corporate of AGL as a result of the Recommended Proposal.

9.7 No agreements or arrangements with AGL Directors or officers in connection
with the Recommended Proposal

Cther than:
B the arrangements in relation to Paul Anthony referred to in Section 1.4(b);

8 anarrangement which AGL proposes to enter into with an executive officer under which the executive officer will receive a
termination payment of approximately $1.2 million if the Recommended Proposal is implemented;

@ the indemnities and other arrangements referred to in Section 1.5(q);

B the entry by certain AGL Directors into new terms cf appointment with AGL Energy; and
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M the arrangements set out in Sections 1.7 and 9.1 in relation to existing and proposed share and incentive plans,
there are no agreemnents or arrangernents made between an AGL Director and any cther person in connection with
or conditional upon the cutcome of the Recommended Proposal.

9.8 Relevant interests

As at the date of this Booklet, AGL does not have a relevant interest in any marketable securities of New Alinta Co.

As at the day immediately prior to the date of this Booklet, AGL has a relevant interest in 2,372,566 marketable securities of
Afinta (0.90%).

9.9 Removal of AGL from the official list of ASX

If Completion occurs, an application will be made to ASX to remove AGL from quotation on the official list of ASX.

9.10 No relevant restrictions in constitutions of AGL and AGL Energy

There are no restrictions in the constitutions of AGL or AGL Energy which would prevent implementation of the
Recommended Proposal.

9.11 Intentions concerning the businesses of AGL Energy and New Alinta
{a) Intentions of AGL Directors concerning the businesses of AGL Energy

OCther than as disclosed in this Booklet (including without limitation in Section 1), it is the present intention of the AGL Board
following the implementation of the Recommended Proposal:

B to continue the businesses of AGL Energy;

B not to make any major changes to the businesses of AGL Energy; and
to continue the employment of the present employees of AGL Energy.
{b) Intentions of Alinta Directors concerning the businesses of Alinta

Other than as disclosed in this Booklet (including without limitation in Section 3) and the Alinta Scheme Booklet, it is the present
intention of the New Alinta Board following the implementation of the Recommended Proposal:

O to continue the businesses of Alinta;

B not to make any major changes to the businesses of Alinta; and
O to continue the employment of the present empleyees of Alinta.
(c) General

If the Recommended Proposal becomes effective, each of AGL Energy and New Alinta Co will have a separate board of directors.
These boards of directers will be solely responsible for determining the strategic direction of AGL Energy and New Alinta Co
respectively and may decide that it is appropriate to adopt different business strategies from those referred to in this Booklet.

Details in relation to the board of Alint2AGL following Completion are set out in Section 7.2(e).

9.12 Earnings for statutory reporting purposes

If the Recommended Proposal is implemented, the effective date for accounting purposes of the separation of AGL Energy and
AGL's businesses which will form part of New Alinta will be the Transaction Implementation Date.

The consolidated financial results of AGL Energy reported for the 12 month period to 30 June 2007 will comprise:
@ sesults for AGLEN from 1 July 2006 to 30 June 2007; and

@ resuits relating to the earnings of AGLEN's subsidiaries (their consolidated contribution} from the paint in time at which
AGLEN gains control over those subsidiaries up to 30 June 2007,
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9.13 Material changes to the financial position of AGL

Within the knowledge of the AGL Directors and other than as disclosed in this Booklet or announced to ASX, the financial
position of AGL has not materially changed since 30 June 20086, ASIC has provided relief to AGL to allow it to make this
statement by reference 10 30 June 2008, rather than 30 June 2005 (which was the last balance sheet sent to AGL
Shareholders). For further details see Section 9.21(b).

9.14 Capital structures and capital raisings
(a) AGLEnergy
Prior to Completion, AGL Energy will have two AGL Energy Shares on issue, both of which will be held by AGL.

If the AGL Scheme is approved by AGL Shareholders and the Recommended Proposal is implemented, AGL Energy will,
immediately following Completion, have on issue one AGL Energy Share for each AGL Share on issue as at the AGL Scheme
Record Date (other than the Excluded AGL Shares).

AGL Energy has not issued any equity capital for the three months before the date of lodgement of this Booklet for registration
by ASIC and does not currently expect to issue any equity capital in the three months after the date of lodgement of this
Booklet for registration by ASIC (other than the issue of AGL Energy Shares to implement the Recommended Proposal as
contemnplated in this Booklet).

(b) New Alinta Co

New Alinta Co has two New Alinta Shares on issue, one of which is held by Paul Anthony and one of which is held by Bob
Browning. Except for these shares (which were issued at $10.80 per share), New Alinta has not issued any other securities.

If the AGL Scheme is approved by AGL Shareholders and the Recommended Proposal is implemented, New Alinta Co will,
immediately following Completion, have on issue the number of New Alinta Shares given by the Net Merger Value (as defined
in the Merger Implementation Agreement) divided by $10.80 (the number of New Alinta Shares issued under the AGL
Scheme) (subject to the effects of rounding) and one New Alinta Share for each Alinta Share on issue as at the Alinta
Scheme Record Date.

As noted in Section 3.4(b), Alinta regularly evaluates possible acquisition opportunities and will continue to de so. It is possible
that New Alinta Co will issue additional securities in connection with any such acquisitions which come to fruition.

9.15 Dividend reinvestment plan

(a) AGL Energy

The AGL Energy Board will adopt a dividend reinvestment plan which will provide AGL Energy Shareholders with a choice
of reinvesting dividends paid on AGL Energy Shares by applying all or part of those dividends to acquire additional AGL
Energy Shares.

If the AGL Energy Board decides to activate the plan, it will provide further details of the plan and the elections that may
be made in relation to participation in the plan to AGL Energy Shareholders.

{b) New Alinta Co

Alinta currently operates the Alinta dividend reinvestment plan {Alinta DRP) under which Alinta Shareholders are given the
opportunity to receive Alinta Shares in respect of their dividends on Alinta Shares, rather than receiving dividends by way of
cheque or direct credit. Alinta Shareholders who wish to participate in the Alinta DRP must give Alinta notice (Standing Notice)
in accordance with the rules of the Alinta DRP (Alinta DRP Rules).

New Alinta Co will adopt a dividend reinvestment plan with substantizlly the same rules as the Alinta DRP Rules
(New Alinta DRP).

Under the Alinta Scheme, any Standing Notice given by an Alinta Shareholder to Alinta will continue to apply to the New Alinta
Shares which the Alinta Shareholder receives on implementation of the Recommended Proposal. The only difference will

be that the person will be a participant in the New Alinta DRP and will receive New Alinta Shares in respect of its dividends

on New Alinta Shares. Participants will be free to withdraw their participation from the New Alinta DRP at any time by giving
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notice to New Alinta Co in accordance with the New Alinta DRP Rules. A copy of the New Alinta DRP Rules will be available
on Alinta’s website.

New Alinta Shareholders whose registered address is outside Australia may not participate in the New Alinta DRP unless New
Alinta Co is satisfied that the issue of New Alinta Shares to them under the New Alinta DRP is lawful and practicable. New Alinta
Cois entitled to make the final determination as to whether any New Alinta Co Shareholder may participate in the New Alinta DRP.

9.16 ASX tisting
(a) AGL Energy

On or about the date of dispatch of this Booklet, AGL Energy will apply for admission to the official list of ASX and for of ficial
quotation of ali AGL Energy Shares on ASX. That application will be conditional upon the AGL Scheme becoming Effective and
the Buy Back taking place. It is anticipated that AGL Energy Shares will commence trading on ASX on a deferred settlement
basis on 12 October 2006. AGL Energy will issue a transaction confirmation statement to each Participating Shareholder and
the Nominee on or as scon as practicable after the Transaction Implementation Date. Fach transaction confirmation statement
will state the number of AGL Energy Shares issued to each AGL Scheme Participant or the Nominee (as the case may be).

{b) New Alinta Co

On or about the date of dispatch of this Booklet, New Alinta Co will apply for admission to the official list of ASX and for official
quotation of all New Alinta Shares on ASX. That application will be conditicnal upon the Alinta Scheme becoming Effective. It is
anticipated that New Alinta Shares will commence trading on ASX on a deferred settlement basis on 12 October 2006. New
Alinta Co will issue a transaction confirmation statement to each Participating Shareholder and the Nominee on or as soon as
practicable after the Transaction Implementation Date. Each transaction confirmation staterment will state the number of New
Alinta Shares issued to each AGL Scheme Participant or the Nominee (as the case may be).

9.17 Ineligible Overseas AGL Shareholders

This Booklet does not constitute an offer or invitation for the subscription, sale or purchase of securities in any jurisdiction other
than Australia, its external territories, Hong Kong, Jagan, New Zealand, Singapore, the United Kingdom and the United States of
America and shall not form the basis of any contract.

The treatrment of ineligible Gverseas AGL Shareholders in relation to the AGL Scheme and the Buy Back is dealt with
in Section 6.2(h).

9.18 Exemption from SEC registration requirements

(a) AGL Energy

AGL Energy intends to request that the SEC add it to the list of foreign private issuers that claim exemption from the
registration requirements of section 12{g) of the Exchange Act, with the effect that AGL Energy will not be required to comply
with the requirements of the Exchange Act, including its reporting requirernents (such as the filing of a Form 20-F).

(b} New Alinta Co

New Alinta intends to request that the SEC add it to the list of fereign private issuers that claim exempticn from the registration
requirements of section 12(g) of the Exchange Act, with the effect that New Alinta will not be required to comply with the
requirements of the Exchange Act, including its reporting requirements (such as the filing of a Form 20-F).

9.19 Auditor

Deloitte Touche Tohmatsu is the auditor for AGL Energy.
KPMG is the auditor for New Alinta Co.

9.20 Effect on AGL creditors

AGL has paid and is paying al' its creditors within normal terms of trade and is solvent and is trading in an ordinary commerciat
manner. The AGL Scheme will not adversely affect the interests of AGL's creditors.
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9.21 ASIC relief
ASIC has granted AGL and AGL Energy the exempticns, modifications and consents described below:

(a) Regulation 8302(d} of Part 3 of Schedule 8 of the Cerporations Regulations requires this Booklet to disclose particulars
of any payment or benefit that is proposed to be made or given te any director, secretary or executive officer of AGL
or a related body corporate of AGL as compensation for loss of office, or as consideration for or in connection with their
retirement from office.

ASIC has allowed AGL to depart from certain requirernents of Regulation 8302(d) of Part 3 of Schedule 8 to the
Corporations Regulations. The effect of this relief is that:

(iy this Booklet is not required to state particulars of payments to be made or benefits to be given which may be made to
a director, secretary or executive officer of AGL or any Related Body Corporate of AGL in relation to their loss of office
or retirement from office, unless:

(A) the director, secretary or executive officer of AGL or a Related Body Corporate of AGL will losa office or retire
from office as a consequence of, or in connection with, the AGL Scheme; or

(B) the amount of any payment or benefit which may be made to the director, secretary or executive officer of AGL
or a Related Body Corporate of AGL upon their loss of, or retirement from, office may be materially affected by
the AGL Scherme;

(i) this Booklet is not required to state the identity of any director, secretary or executive officer of AGL or a related body
corporate of AGL who will lose office or retire from office in connection with the AGL Scheme, unless that person is an
AGL Director; and

(iii) this Booklet is not required to state particulars of any payments or benefits to any director, secretary or executive
officer of AGL or a related body corperate of AGL other than AGL Directors, that would otherwise be required to be
disclosed under paragraph (i) above, provided:

(A) such payments or benefits are disclosed on an aggregate basis; and

(B) this Booklet discloses the number of persons who will receive a payment or benefit that is required to be disclosed
under paragraph (i) above and which falls within each successive $10,000 band commencing at nil, where the
number of persons is no less than one.

(b) Regulation B302(h) of Part 3 of Schedule 8 of the Corporations Regulations requires this Booklet to disclose whether, to
the knowledge of the AGL Directors, the financial position of AGL has materially changed since the date of the last balance
sheet sent to AGL Shareholders and particulars of that change. ASIC has allowed AGL to depart from this obligation, on the
basis that:

() AGL has complied with its obligations under the Corporations Act for the period ending 30 June 2006, including by
lodging its financial report for the period ending 30 June 2006 on or before the date of despatch of this Booklet;

(i) AGL will give a copy of that financial report free of charge to any person who requests it before the AGL Scheme is
approved by the Court; and

(iii) this Booklet discloses any material changes to AGL's financial position since 30 June 2006

(c) Section 707(3) of the Corporations Act provides that an offer of a body’s securities for sale within 12 months after their
issue needs disclosure to investors under Fart 60 of the Corporations Act if:

(i) the body issued the securities without disclosure to investers under Part 6D of the Corporations Act; and
(i) either:

W the body issued the securities with the purpose of the person to whom they were issued selling or transferring
the securities, or granting, issuing or transferring interests in, or options over, them; or

B the person to whom the securities were issued acquired themn with the purpose of selling or transferring the
securities, or granting, issuing or transferring interests in, or options, aver them,

and section 708 or 708A does not say otherwise.
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Under section 741(1)(a) of the Corporations Act, ASIC has exernpted from section 707(3) of the Corporations Act any person
who makes an offer for sale of AGL Energy Shares within 12 months of their issue where those AGL Energy Shares were issuad
to Gokdman Sachs JB Were Pty Limited or UBS AG, Australian Branch (or their Related Bodies Corporate or affiliates) pursuant
to the AGL Scheme, for the purpose of sale by way of placement or on-market sale under the arrangement with AGL Energy
described in Section 6.2(b)(iv)(B}.

9.22 ASX waivers

ASX has granted the following in principle approval and waivers in connection with the Recommended Proposal:

(a) approval, under Listing Rule 1.1, Condition 3, that AGL Energy may issue an information memorandum that complies with
the requirernents of Appendix 1A of the Listing Rules rather than a prospectus in refation to the admission of AGL Energy
to the official list of ASX and to permit certain parts of this Booklet to be incorporated by reference as part of the
information memerandum;

(b) awaiver of Listing Rule 10.1 so that AGL is nat required to seek shareholder approval for the issue of AGL Energy Shares
in consideration of the buy back of the Converting Shares from any of AGL's substantial shareholders;

(€) awaiver of Listing Rule 10.1 to permit AGL Energy to acquire a 33% interest in AlintaAGL. and options to acquire the
remaining 67% without sharehalder approvat; |

{(d) awaiver of Listing Rule 10.11 so that AGL Energy is not required to seek shareholder approval for the issue of AGL Energy
Shares in consideration of the buy back of the Converting Shares from any related parties of AGL Energy (including its
directors);

{e) awaiver of Listing Rule 10.14 so that AGL is not required to seek shareholder approval for the issue of AGL Energy Shares
in consideration of the buy back of the Converting Shares fram AGL directors who are participants in the AGL Share
Purchase Plan; and

(f) awaiver of Listing Rule 10.14 so that AGL Energy is nct required to seek shareholder approval to the grant to Paul Anthony
of the Share Perforrmance Rights described in Section 1.4(b) or the acquisition of AGL Energy Shares on the vesting of those
rights.

In addition, ASX has cenfirmed to AGL that:

(a) the Buy Back does not require AGL Sharehclder approval under Listing Rule 10.11 for the issue of AGL Energy Shares
in consideration of the buy back of the Converting Shares from any related parties of AGL (including its directors);

{(b) the AGL Scheme and the Buy Back do not require AGL Shareholder approval under Listing Rules 11.1 and 11.1.2 which
require shareholder approval for a change in the nature or scale of activities of a listed entity; and

(c) the AGL Scheme and the Buy Back do not require AGL Shareholder approval under Listing Rule 11.2 which requires
shareholder approval for a dispasal of the main undertaking of a listed entity.

In accordance with Listing Rule 10.15A.8, AGL Energy will grant the Share Performance Rights referrad te in the summary
of Paul Anthony's service contract in Section 1.4(b) no later than three years after the date of the AGL Scheme Meeting.

Details of any Share Performance Rights granted under the AGL Energy LTIP will be published in each annual report of AGL
Energy relating to the period in which those rights have been issued.

Any additional persons whd become entitled to participate in the AGL Energy LTIP after the date of the AGL Scheme Meeting
and whao were not named in the notice convening the AGL Scheme Meeting will not participate in the AGL Energy LTIP until
approval is obtained by AGL Energy under Listing Rule 10.14.

9.23 Consents and disclaimers of responsibility

{a) Consent to be named

The following parties have given and have not, before the time of registration of this Booklet by ASIC, withdrawn their written
consent 1o be named in this Booklet in the form and context in which they are named:

@ Gilbert + Tobin as legal advisor to AGL;
B Link Market Services Limited as the AGL Share Registry; and
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B New Alinta Co.
(b} Consent to be named and te the inclusion of information

The following parties have given and have not, before the time of registration of this Booklet by ASIC, withdrawn their written
consent to the inclusion of the following information in this Booklet in the form and context in which it is included and to all
references in this Booklet to that information in the form and context in which they appear:

W Deloitte Touche Tohmatsu - to be named as the auditor of AGL and AGL Energy, and as the Investigating Accountant and
to the inclusion of the Investigating Accountant’s Report set out in Annexure D and other statements in this Booklet said to
be based on statements made in that report;

B Deloitte Corporate Finance - to be named as the Independent Reviewer of Directors’ Forecasts and to the inclusion
of the Independent Review of Directors’ Forecasts set out in Annexure E and other statements in this Bogklet said
to be based on statements made in that report;

B Grant Samuel - to be named as the Independent Expert and to the inclusion of the Independent Expert’s Report
set out in Annexure F and other statements in this Booklet said to be based on staterments rmade in that report;

W Greenwoods & Freehills Pty Limited - to be named as tax advisor and to the inclusion of the taxation report contained in
Section B and other statements in this Bocklet said to be based on statements made in that taxaticn report;

B Standard & Poor’s - as to the inclusion in this Booklet of statements made by it (and expressly attributed te it) concerning
the expected credit rating of AGL Energy after the Recommended Proposal; and

B Alinta - as to the inclusion in this Bocklet of the Alinta Information and the Alinta Forecast Information and the statements
in paragrapghs (b) and (c) of the paragraph entitled “Preparation of, and responsibility for, this Booklet” in the Important
infermation section of this Booklet.

(¢) Disclaimers of responsibility
Each person named in Sections 9.23(a) and 9.23(b):
Bl has not authorised or caused the issue of this Booklet:

B does not make, or purport to make, any statement in this Booklet or any statement on which a statement in this Booklet
is based other than, in the case of a person referred to in Section 9.23(b), a statement inciuded in this Booklet with the
consent of that person; and

O to the maximum extent permitted by iaw, expressly disclaims and takes no responsibility for any part of this Booklet, other
than a reference to its name and, in the case of & person referred to in Section 9.23(b), any statement or report which has
been included in this Booklet with the consent of that person.

9.24 Takeover offers made by Alinta and AGL

Under the Merger Implementation Agreement, AGL has agreed not to vary the AGL Takeover Bid except by extending
(from time to time) the offer period under that bid. In addition, Alinta has agreed not to vary the Alinta Takeover Bid except
by extending (from time to time) the offer period under that bid. The AGL Board and the Alinta Board have advised their
respective shareholders to take no action in relation te the AGL Takeover Bid and the Alinta Takeover Bid, respectively.

If the Recommended Proposal is completed, the AGL Takeover Bid and the Alinta Takeover Bid will both be allowed to lapse.
If the Recommended Proposal is not completed for any reason, each of AGL and Alinta may, provided their takeover bid has
not lapsed, pursue their takeover bid, as they see fit.

9.25 Disclosure of interests of certain persons
{a) AGL Energy

Except as disclosed elsewhere in this Booklet, no:

M director or proposed director of AGL Energy;

B person named in this Booklet as performing a function in a professional, advisory or other capacity in connection
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with the preparation or distribution of this Booklet; or
W promoter of AGL Energy,
holds at the date of this Booklet or held at any time during the last two years, any interest in:
W the formation or promotion of AGL Energy;

8 property acquired or proposed to be acquired by AGL Energy in connecticn with its formation or promoticn,
or the offer of AGL Energy Shares under the AGL Scheme; or

B theoffer of AGL Energy Shares under the AGL Scheme.

(b) New Alinta Co

Except as disclosed elsewhere in this Bocklet or the Alinta Scheme Booklet, no:
W director or proposed director of New Alinta Co;

B person named in this Booklet as performing a function in a professicnal, advisory or other capacity in connection
with the preparation or distribution of this Booklet; or

M promoter of New Alinta Co,
holds at the date of this Booklet or held at any time during the last two years, any interest in:
B the formation or promotion of New Alinta Co;

b property acquired or proposed to be acquired by New Alinta Co in connection with its formation or promotion,
or the offer of New Alinta Shares under the AGL Scheme; or

| the offer of New Alinta Shares under the AGL Scheme.

9.26 Disclosure of fees and benefits received by certain persons
(a) AGL Energy

Other than as set out below or elsewhere in this Booklet, nc amounts have been paid or agreed to be paid and no benefits have
been given or agreed to be given:

O to s director or proposed director of AGL Energy to induce them to become, or to qualify as, a director of AGL Energy; or

O for services provided by any person referred to in Section 9.23 in connection with the formation or promotion of AGL
Energy or the offer of AGL Energy Shares under the AGL Scheme.

(b} New Alinta Co

Other than as set out below or elsewhere in this Booklet or in the Alinta Scheme Booklet, no amounts have been paid or agreed
to be paid and no benefits have been given or agreed to be given:

B to adirector or proposed director of New Alinta Co to induce them to become, or to qualify as, a director of New Alinta Co; or

M for services provided by any perscn referred to in Section 8.23 in connection with the formation or promaotion of New
Alinta Co or the offer of New Alinta Shares under the AGL Scheme.

(¢} Persons named as performing professional or advisory functions

The persons named in this Booklet as performing a function in a professional, advisory or other capacity in connection with the
preparation or distribution of this Booklet are Gilbert + Tobin (as legal advisor to AGL), Deloitte Touche Tobmatsu {as auditor of
AGL and AGL Energy and the Investigating Accountant), Deloitte Corporate Finance (as the Independent Reviewer of Directors’
Forecasts), Grant Samuel (as the Independent Expert), Greenwaods & Freehills Pty Limited (as tax advisor) and Link Market
Services Limited (as the AGL Share Registry). Each of them will be entitled to receive professional fees charged in accordance
with their normal basis of charging. These fees are among the items which comprise the cash transaction costs referred toin
item 3 in the section entitled "Disadvantages of the Recommended Proposal” at the front of this Part 2.
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9.27 Regulatory and legal matters
(a) Foreign exchange controls

The Reserve Bank of Australia generally does not restrict the import and export of Australian dollars. There are currently no
Australian exchange controls or other limitations, other than an applicable withholding of Australian tax, which restrict the
remittances of any dividend, interest or other payment by AGL Energy or New Alinta Co to non-resident holders of AGL Energy
Shares or New Alinta Shares, respectively, outside Australia, provided they are not certain persens identified as supporters of
the former Government of the Federal Republic of Yugoslavia or specified ministers and senicr officials of the Government of
Zimbabwe, in which case remittance is prohibited without the specific approval of the Reserve Bank of Australia. Accounts of
persons and entities identified from time to time by the Australian Minister of Foreign Affairs as being associated with terrerism
and any person named in the list maintained pursuant to paragraph 2 of Resolution 1390 of the Security Council of the United
Nations are frozen, and transactions with these entities are prohibited under Part 4 of the Charter of the United Nations Act
1945, the Charter of the United Nations (Terrorism and Dealing with Assets) Regulations 2002 (Cth) and the Charter of the
United Nations (Sanctions — Afghanistan) Regulations 2001 {Cth). Under the Iraq {Reconstruction and Repeal of Sanctions)
Regulations (Cth), assets of the previous Government of Iraq, Saddam Hussein, cther senior officials of his regime and their
immediate families are also frozen, and dealing with those assets without authorisation is prohibited.

(b} Restrictions on foreign ownership

The right of non-residents to hold or vote AGL Energy Shares, New Adinta Shares or Converting Shares is limited by the Foreign
Acquisitions and Takeovars Act 1975 (Cth) (FATA). FATA may affect the right of certain persons, including US residents, to hold
or control AGL Energy Shares, New Alinta Shares or Converting Shares. Acquisitions of shares in Australian companies by foreign
interests are subject to review and approval by the Treasurer of the Commonwealth of Australia under FATA unless certain
exceptions apply. FATA applies to any acquisition by a foreign person or associated foreign person which would result in a holding
of 15% or more of the issued shares of, or control of 15% or more of the voting power in, an Australian company. Further, it
applies to any acquisition by non-associated foreign persons which would result in a holding by these persons of 40% or more
of the issued shares of, or control of 40% or more of the voting power in, an Australian company.

9.28 Notifiable interests

As at the trading day immediately prior to the date of this Booklet, the following persons had notified AGL that they have a
relevant interest in more than 5% of AGL Shares:

Number of AGL Shares | Percentage of AGi. Shares on issue’

Alinta GH 90,904,997 19.939%

Alinta? 90,904,997 19.939%

AlH 90,904,997 19.939%

AGL23 90,904,997 19.939%

AGL Energy 3 90,904,997 19.939%

Barclays Global Investors Australia Limited 27,764,769 6.08%
Notes:

1 As notified at the date of the relevant substantial hokier notice.
2 Including s Subsidiaries. .
3 The relevant interest was acquired on 1 June 2006 upan signing of the Merger implementation Agreement due to the technical operation of the Corporations Act.

9.29 Supplementary information

AGL will issue a supplementary document to this Booklet if between the date of this Booklet and the date of the AGL Scheme
Meeting it becomes aware that:

(a} amaterial statement in this Booklet is false or misleading;
(b) there is a material omission from this Booklet;

(c) thereis a significant change affecting a matter included in this Bocklet; or
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(d) asignificant new matter has arisen and it would have been required to be included in this Booklet if it had arisen before
the date of this Booklet.

AGL Shareholders should note that the Annual Report for the year to 30 June 2006 will be released and sent to shareholders in
early Septernber 2006.

Depending on the nature and timing of the changed circumstances and subject to obtaining relevant approvals, AGL may
circulate and publish any supplementary document by:

(a) placing an advertisement in a prominently published newspaper which is circulated throughout Australia;
{b) posting the supplementary document on AGL's website at www.agl.com.au; and

(¢) making an announcement to ASX.

9.30 Other information material to the making of the decision in relation to the
AGL Scheme

Except as set out in this Booklet, there is no other information material to the making of a decision in relation to the AGL
Scherna, being information that is within the know!edge of any AGL Director, or any director of any Related Body Corporate
of AGL, which has not previcusly been disclosed to AGL Shareholders.

9.31 Consent to lodgement

Each AGL Director has given, and not withdrawn, their consent to the lodgement of this Booklet with ASIC.
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10 Notices of Meeting — AGL Meetings

1. Notice of Court-ordered AGL Scheme Meeting

By an order of the Federal Court of Australia made on 28 August 2006 pursuant to section 4111} of the Corporations Act, a
meeting of shareholders of The Australian Gas Light Cempany (Company) (cther than Alinta Group Holdings Pty Ltd ABN 34
117 660 081) will be held at City Recital Hall, Ange! Place, Sydney on 6 October 2006 at 10.30am.

The Court has also directed that Mark fohnson act as Chairman of the Meeting or failing him Graham Reaney, and has directed
the Chairman to report the result of the Meeting to the Court.

To enable you to make an informed voting decision, further information on the AGL Scheme is set out in the Booklet, of which
this notice forms part. Terms used in this notice have the same meaning as set out in the Glossary in Section 11 unless provided
otherwise.

{a) Business of the Meeting
Resolution — AGL Scheme
To consider and, if thought fit, to pass the following resolution:

"That pursuant to, and in accordance with, section 411 of the Corporations Act, the scheme of arrangement proposed between
the Company and the holders of its ordinary shares as contained in and mare particularly described in the Booklet, of which

the netice convening this Meeting forms part, is approved (with or without madification as approved by the Federal Court

of Australia).”

{b) Voting
Majority required

For the resolution appraving the AGL Scheme to be passed, it must be approved by a majority in number of the AGL
Shareholders (other than Alinta Group Holdings Pty Ltd) voting (whether in person or by proxy) at the meeting, who must
together hold at least 75% of the votes cast on the resolution.

How to vote
AGL Shareholders can vote in either of two ways:

B by attending the Meeting and voting in person or by attorney or, in the case of corporate shareholders, by corporate
representative; or
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B by appointing a proxy to attend the Meeting and vote on their behalf either by:
- using the proxy form accompanying the Booklet, of which this notice forms part; or

- recording their proxy voting instructions on the internet at www.agl.com.au. To access this facility, AGL Shareholders
will need their holder identification number (RIN} or securityholder reference number (SRN), surname or company name
(as the case may be) and postcode which are printed on the proxy form which accompanies the Bocklet.

tnstructions on how to appeint a proxy are set out below and are detailed on the back of the proxy form.
Voting in person or by attorney

AGL Shareholders are asked to arrive at the venue from 9.30am to allow for registration for the Meeting. To help facilitate
registration for the Meeting, please bring the proxy form accompanying the Booklet. A map containing the location of City
Recital Hall and transportation instructions appear at the end of this notice.

A representative of a company attending the Meeting must present satisfactory evidence of his or her appointment to attend

on its behalf, unless previously lodged with AGL or the AGL Share Registry. Attorneys should bring with them original or certified

copies of the power of attorney under which they have been authorised to attend and vote at the AGL Scheme Meeting, unless

previously lodged with AGL or the AGL Share Registry.

Voting by proxy

B An AGL Shareholder entitled to attend and vote is entitled to appoint not more than two proxies. Each proxy will have the
right to vote on the poll and alsc to speak at the Meeting.

b The appointment of a proxy may specify the proportion or the nurber of votes that the proxy may exercise. Where more
than one proxy is appointed and the appointment dees not specify the proportion or number of the AGL Shareholder’s
votes that each proxy may exercise, each proxy may exercise half of the votes. However, neither proxy may vote on a show
of hands.

B A proxy need not be an AGL Shareholder.

B [f a proxy is not directed how to vote on anitemn of business, the proxy may vote or abstain from voting, as that person thinks
fit,

m If a proxy is instructed to abstain from voting on an item of business, that person is directed not to vote on the AGL
Shareholdar's behalf on the poll, and the AGL Shares the subject of the proxy appointment will not be counted in computing
the required majcrity.

B AGL Shareholders whe return their proxy form(s) with a direction how to vote but da not nominate the identity of their
proxy will be taken to have appointed the Chairman of the Meeting as their proxy to vote on their behalf. If a proxy form
is returned but the nominated proxy does not attend the meeting, the Chairman of the Meeting will act in place of the
rominated proxy and vote in accordance with any instructions. Proxy appeintments in favour of the Chairman of the
Meeting, any other AGL Director or the company secretary of AGL which do not contain a direction will be used to support
the resolution to approve the AGL Scheme.

8 Completed proxy forms should be sent to the AGL Share Registry using the envelope pravided with the Booklet.
B To be effective:
- proxy forms must be:

- sent to the AGL Share Registry (using the envelope included with the Bocklet) or hand defivered to Leve! 12, 680
George Street, Sydney NSW 2000;

- faxed to the AGL Share Registry on (02) 9287 0309 from within Australia or +61 2 9287 0309 from averseas; or
- sent to AGL's registered office at 72 Christie Street, St Leonards NSW 2065; or
- electronic proxy voting instructions must be recorded on the internet at www.agl.com.au,

50 that they are received by no later than 11.00am an 4 October 2008. Proxy forms or proxy voting instructions received
after this time will be invalid.
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B The proxy form must be signed by the AGL Shareholder or the AGL Shareholder’s attorney. Proxies given by corporations
must be executed in accordance with the Corporations Act. Where the appointment of a proxy is signed by the appointor’s
attorney, a certified copy of the power of attormey, or the power itself, must be received by the AGL Share Registry at

gither of the above addresses or by fax by 11.00am on 4 October 2006. If faxed, the power of attorney must be certified.

{c) AGL Shareholders who are entitled to vote

Pursuant to section 411 of the Corporations Act and all other enabling powers, the Court has determined that the time for
determining eligibility to vote at the Meeting is 7.00pm on 4 Cctober 2006. Cnly those AGL Shareholders (other than Alinta
Group Holdings Pty Ltd) entered on the AGL Share Register at that time will be entitled to attend and voie at the Meeting.

(d} Court approval

In accordance with section 4171(4)(b) of the Corporations Act, in order to become Effective the AGL Scheme (with or without
meodification) must be approved by an order of the Court. If the resolutions put to this Meeting and to a meeting of the holder
of the Excluded AGL Shares, being Alinta Group Holdings Pty Ltd, are each passed by the requisite majority and the other
conditions precedent to the AGL Scheme are satisfied (or, where applicable, waived), AGL intends to apply to the Court on 9
October 2006 for approval of the AGL Scheme.

(e) How to find City Recital Hall

You can use the map below to find the nearest transport routes and the location of the Meeting - City Recital Hall, Angel
Place, Sydney.
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By train )

City Recital Hall is a short walk from Wynyard Station and Martin Place Station.
By car

There are several car parks located within walking distance.

By bus

Bus interchanges are nearby at George and York Streets.

By taxi

Your taxi can enter from George Street.

For more specific information about public transport routes and timetable, contact the State Transit Authority on 131500 or
visit 131500.com.au.
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2. Notice of Court-Ordered Excluded AGL Shareholder Meeting

By an order of the Federal Court of Australia made on 28 August 2006 pursuant to section 411(1) of the Corporations Act,
a meeting of the holder of the Excluded AGL Shares of The Australian Gas Light Company (Company) being Alinta Group
Holdings Pty Ltd ABN 34 117 680 081 will be held at City Recital Hall, Angel Place, Sydney on & October 2006 at 11.30am
or as soon thereafter as the Scheme Meeting of AGL Shareholders, other than Alinta Group Holdings Pty Ltd in its capacity as
holder of the Excluded AGL Shares, has concluded or been adjourned.

The Court has also directed that Mark Johnson act as Chairman of the Meeting or failing him Graham Reaney, and has directed
the Chairman to report the result of the Meeting to the Court.

To enable the holder of the Excluded AGL Shares to make an informed voting decision, further infermation on the AGL Scheme
is set out in the Booklet, of which this notice forms part. Terms used in this notice have the same meaning as set out in the
Glossary in Section 11 unless provided otherwise.

(3) Business of the Meeting
Resolution — AGL Scheme
To consider and, if thought fit, to pass the following resolution:

“That pursuant to, and in accordance with, section 411 of the Corporations Act, the scheme of arrangement proposed between
the Company and the holders of its ordinary shares as centained in and mare particularly described in the Booklet, of which the
notice convening this Meeting forms part, is approved (with or without modification as approved by the Federal Court

of Australia).

(b} Voting
Majority required

For the resolution approving the AGL Scheme to be passed at this Meeting, it must be approved by a majority in number

of the holders of Excluded AGL Shares (whether in person or by proxy) at the Meeting, who must together hold at least 75%
of the votes cast on the resolution. As there is only one holder of Excluded AGL Shares, being Alinta Group Heldings Pty Lid, the
resolution must be approved by that holder.

How to vote
The holder of Excluded AGL Shares can vote in either of two ways:
@ by attending the Meeting and voting by attorney or by corporate representative; or
B by appointing a proxy te attend the Meeting and vote on its behalf either by;
- using the proxy form accompanying the Booklet, of which this notice forms part; or

- recording its proxy voling instructions on the internet at www.agl.com.au. To access this facility, the holder of Excluded
AGL Shares will need its holder identification number (HIN) or securityholder reference number (SRN), company name
(as the case may be) and postcode which are printed on the proxy form which accompanies the Booklet.

Instructions on how to appoint a proxy are set out below and are detailed on the back of the proxy form.
Voting in person or by attorney

A representative of a company attending the Meeting must present satisfactory evidence of his or her appointment to attend
on its behalf, unless previously lodged with AGL or the AGL Share Registry. Attorneys should bring with them original or certified
copies of the power of attorney under which they have been autherised to attend and vote at the Meeting, unless previously
lodged with AGL or the AGL Share Registry.

Voting by proxy

W  The holder of the Excluded AGL Shares is entitled to appoint not maore than twe proxies. Each proxy will have the right to
vote on the poll and alsc to speak at the Meeting.
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M The appointment of a proxy may specify the proportion or the number of votes that the proxy may exercise. Where more
than one proxy is appointed and the appointment does not specify the propertion or number of the holder’s votes that
each proxy may exercise, each proxy may exercise half of the votes. However, neither proxy may vote on a show of hands.

B Aproxy need not be an AGL Shareholder.

W I a proxy is not directed how to vote on an item of business, the proxy may vote or abstain from voting, as that person
thinks fit.

W If a proxy is instructed to abstain from veting on an item of business, that person is directed not to vote on behalf of the
holder of the Excluded AGL Shares on the poll, and the Excluded AGL Shares the subject of the proxy appointment will not
be counted in computing the required majority.

B If the holder of the Excluded AGL Shares returns its proxy form(s) with a direction how to vote but does not nominate the
identity of its proxy, it will be taken to have appointed the Chairman of the Meeting as its proxy to vote onits behalf. If a
proxy form s returned but the nominated proxy does not attend the Meeting, the Chairman of the Meeting will act in place
of the nominated proxy and vote in accordance with any instructions. Proxy appointrments in favour of the Chairman of the
Meeting, any other AGL Director or the company secretary of AGL which do not contain a direction will be used to support
the resolution to approve the AGL Scheme.

B Completed proxy forms should be sent to the AGL Share Registry using the envelope provided with the Bookiet.
W To be effective:
- proxy forms must be;

- sent to the AGL Share Registry {using the envelope included with the Booklet) or hand delivered to Level 12, 680
George Street, Sydney NSW 2000;

- faxed 1o the AGL. Share Registry on (02) 9287 03089 from within Australia or +61 2 9287 0309 from overseas; or
- sent to AGL's registered office at 72 Christie Street, 5t Leonards NSW 2065; or
- electronic proxy voting instructions must be recorded on the internet at www.agl.com.au,

so that they are received by no later than 11.00am on 4 October 2006. Proxy forms or proxy voting instructions received
after this time will be invalid.

O Any proxy form must be signed by the holder of the Excluded AGL Shares in accordance with the Corporations Act
or its attorney, Where the appointment of a proxy is signed by the appointor’s attorney, a certified copy of the power
of attorney, or the power itself, must be received by the AGL Share Registry at either of the above addresses or by fax
by 11.00am on 4 October 2006. If faxed, the power of attorney must be certified.

(¢} Entitlement to vote

Pursuant to section 411 of the Corporations Act and all other enabling powers, the Court has determined that the time for
determining eligibility to vote at the Meeting is 7.00pm on 4 October 2006. The holder of the Excluded AGL Shares is the only
AGL Shareholder entitled to attend and vote at the Meeting and it will only be entitled to attend and vote at the Meeting if it is
entered on the AGL Share Register at that time.

{d) Court approval

In accordance with section 411 (4){b} of the Corparations Act, in order to become Effective the AGL Scherne (with or without
modification) must be approved by an order of the Court. If the resolutions put to this Meeting and to the AGL Scheme
Meeting which took place immediately before this Meeting are each passed by the requisite majority and the other conditions
precedent to the AGL Scherme are satished (or, where applicable, waived), AGL intends to apply to the Court on @ October
2006 for approval of the AGL Scheme.
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11 Glossary and interpretation

Glossary
In this Booklet, unless the caontext otherwise requires:

AAM means Alinta Asset Management Pty [td ACN 104 352 650.

AASB 139 means Australian Accounting Standard AASB 139 "Financial Instruments: Recognition and Measurement”.
ACCC means the Australian Competition and Consumer Cemmission.

ACT means the Australian Capital Territory.

ActewAGL means the multi-utility joint venture between ACTEW Corporation and AGL.
ACTEW Corporation means ACTEW Corperation Limited ACN 069 381 960.

AEH means Alinta Energy Holdings Pty Ltd-ACN 108 311 440

AER means the Australian Energy Regulator.

AFML means Alinta Funds Management Limited ACN 115 403 757.

AGAAP means Australian generally accepted accounting principles.

Agility means Agility Management Pty Limited ACN 086 (13 461.

Agility-APT (MSP and Parmelia) Contracts means the contracts between Agility and APT under which Agility provides
asset management and network services in relation to the MSP and Parmelia Pipeline.

AGL means The Australian Gas Light Company ACN 052 167 405 and, where the context requires, includes each Subsidiary of
The Australian Gas Light Cormpany befare the implementation of the Recommended Proposal.

AGL Board means the board of directors of AGL as at the date of this Booklet, unless the context otherwise requires, in which
case it means the board of directors of AGL from time to time.

AGL Constitution means the constitution of AGL.

AGL Director means a director of AGL as at the date of this Booklet.

AGL Energy means, where the reference relates to a period of time before the implementation of the Recommended
Propasal, AGLEN and, where the context requires, includes AGL and each Subsidiary of AGL which is involved in carrying on the
AGL Energy Business at any time prior to the implementation of the Recommended Proposal, and, where the reference relates
to a pericd of time on or after the implementation of the Recommended Proposal, means AGLEN and, where the context
requires, includes each Subsidiary of AGLEN immediately following the implementation of the Recommended Proposal.

AGL Energy Assets means the assets owned by AGL Energy at the Transaction Implementation Date.
AGL Energy Board means the board of directors of AGLEN.
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AGL Energy Business means any or all of the businesses of retailing gas, electricity and LPG, acquiring gas and electricity
under long term supply arrangements and investing in power generation and upstream gas interests, all of which are more
particularly disclosed in Section 1.

AGL Energy Deed Poll means the deed poll in favour of AGL Scheme Participants, in the form of Annexure B (subject to any
amendments permitted by its terms), under which AGLEN undertakes to take the steps required to be taken by it for proper
implementation of the Recommended Proposal.

AGL Energy Director means a person who is a director of AGLEN.

AGL Energy External Debt Facility has the meaning given to that term in Section 6. 2(a)(iii).
AGL Energy LTIP has the meaning given to that term in Section 1.7.

AGL Energy Share means a fully paid ordinary share in the capital of AGLEN,

AGL Energy Shareholder means a holder of ane or more AGL Energy Shares.

AGL Energy STIP has the meaning given to that term in Section 1.7.

AGL Gas Networks means AGL Gas Networks Limited ACN 003 004 322.

AGL Group means AGL and its Subsidiaries.

AGL Hydro means AGL HP1 Pty Limited, AGL HP2 Pty Limited and AGL HF3 Pty Limited, trading as the AGL Hydro
Partnership.

AGL Infrastructure Assets means ali of the assets of AGL other than the AGL Energy Assets, including:
(@) AGLs NSW gas distribution networks;

{b) AGL's Victorian electricity distribution network;

() Agility;

(d) the Cawse Cogeneration Plant;

(e) the Wattle Point Wind Farm;

() Gas Valpo;

(g) AGL's 50% interest in the ActewAGL distribution partnership; and

(h) 84,054,326 units issued in APT held as at the date of this Booklet together with any additional units in APT issued to AGL
under APT’s distribution reinvestment plan in respect of APT's distributions before the Transaction Implementation Date.

AGL Infrastructure Business means the business canducted using the AGL Infrastructure Assets.
AGL Loan Plan Shares has the meaning given to that term in Section 9.1{d)(i).

AGL LTIP has the meaning given to that term in Section 9.1.

AGL Management Plan Shares has the meaning given to that term in Section 9.1(e)(i).

AGL Management Share Plan has the meaning given to that term in Section 9.1.

AGL Meetings means:

(a) the AGL Scheme Meeting; and

(b) the Excluded AGL Shareholder Meeting.

AGL Original Demerger Booklet means the scheme booklet lodged by AGL with ASIC on 13 February 2006 in respect of
the AGL Original Demerger Proposal.

AGL Original Demerger Proposal or AGL's Original Demerger Proposal means the proposed demerger of AGL into two
distinct corporate groups described in the AGL Original Demerger Booklet.

AGL Purchase Plan Shares has the meaning given to that term in Section 9.1(b)(i).

AGL Restructure means the internal restructure of AGL tc be undertaken on or before the Transaction implementation Date
as more fully described in Section 6.2(a)(jii}.

AGL Reward Plan Shares has the meaning given to that term in Section 9.1(2)().

AGL Scheme means a scheme of arrangement under Part 5.1 of the Corporations Act for the transfer of AGL Shares to New
Alinta Sub.
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AGL Scheme Consideration means:
(2} 0.6117 New Alinta Shares (rounded to four decimal places) for each AGL Share; and
(b) one Converting Share for each AGL Share.

The fraction of a New Alinta Share which an AGL Shareholder will receive for each AGL Share is subject to adjustment upwards
if, between the date of this Booklet and the Transaction Implementation Date, APT declares any distributions and AGL elects
to reinvest its entitlement to such distributions into APT units under APT's distribution reinvestment plan.

AGL Scheme Effective Date means the date on which the office copy of the Court order approving the AGL Scheme
pursuant to section 411(4)(b) of the Corperations Act is lodged with ASIC pursuant to section 411{10) of the Corporations

Act, or if an earlier date is specified in the Court order for the coming into effect of the AGL Scheme, that earlier date.

AGL Scheme Meeting means a meeting of the holders of AGL Shares, other than the Alinta Group as holder of the Excluded
AGL Shares, ordered by the Court to be convened under section 411(1) of the Corporations Act to consider the AGL Scheme.

AGL Scheme of Arrangement rmeans the scheme of arrangement between AGL and AGL Scheme Participants set out in
Annexure A

AGL Scheme Participant means an AGL Shareholder (other than Alinta and its Related Bodies Corporate (including to avoid
doubt, Alinta GH) in their capacity as holder of the Excluded AGL Shares) on the AGL Scheme Record Date.

AGL Scheme Record Date means 7.00pm on the fifth Business Day after the AGL Scheme Effective Date, or such other date
as may be agreed by AGL and Alinta.

AGL Share means a fully paid ordinary share in the capital of AGL.

AGL Share Loan Plan has the meaning given to that term in Section 9.1.

AGL Share Purchase Plan has the meaning given to that term in Section 9.1.

AGL Share Register means the register of AGL Sharehclders maintained under section 169 of the Corporations Act.

AGL Share Registry means Link Market Services Limited of Level 12, 680 George Street, Sydney NSW 2000 or Locked Bag
Al4, Sydney South NSW 1235.

AGL Share Reward Plan has the meaning given to that term in Saction 9.1
AGL Shareholder means a hoider of cne or more AGL Shares, and where the context requires, on the AGL Scheme Record Date.

AGL Takeover Bid means the proposed takeover bid by AGL for all of the Alinta Shares which AGL announced on 13 March
2006 and which was detailed in AGLs Replacement Bidder's Statement issued by AGL and dated 5 May 2006.

AGL Wholesale Gas means AGL Wholesale Gas Limited ACN 072 948 504.

AGLE means AGL Electricity Limited ACN 064 651 083.

AGLE Separation Deed means the deed referred 1o in Section 7.5.

AGLEN means AGL Energy Limited ACN 115 061 375.

AGLIF means The Australian Gas Light Company ACN 052 167 405.

AGLSP means AGL Share Plan Pty Limited ACN 080 609 749.

AIFRS means the Australian equivalents to IFRS.

AlH means Alinta Infrastructurg Holdings, the listed stapled entity comprising AlL, AIT and AllT.
AlH Group means AlH and its controlled entities.

AlH IPO means the 2005 initiat public offer of the former Duke Energy assets (other than the gas wholesale business) into
AlH.

AlH OSA means the Operating Services Agreement dated 29 August 2005 between Alinta, AIH and others.
AIL means Alinta Infrastructure Limited ACN 108 311 100.

AlIT means Alinta Infrastructure Investment Trust ARSN 115 765 179.

AIT means Alinta Infrastructure Trust ARSN 115 765 985.

Alcoa means Alcoa of Australia Limited ACN Q04 879 298.
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Alinta means Alinta Limited ABN 40 087 857 001.

AlintaAGL means Alinta Cogeneration Pty Ltd ABN 38 102 848 055, the entity which will conduct the WA Retail Business on
and from implementation of the Recommended Proposal.

AlintaAGL Board means the board of directors of AlintaAGL.

AlintaGas Network means the gas distribution network owned by AlintaGas in WA,

Alinta Bidder's Statement means Alinta's Replacement Bidder's Statement issued by Alinta and dated 31 March 20086.
Alinta Board means the board of directars of Alinta.

Alinta Bridge Debt means the finance facility for $1.2 billion disclosed at Note 3 to Table 5.3 in the Alinta Bidder's Statement.
Alinta Businesses means all or any of the businesses conducted by Alinta from time to time.

Alinta Directors means the directors of Alinta as at the date of the Alinta Scheme Booklet.

Alinta EATM means Alinta EATM Pty Ltd ACN 083 050 168.

Alinta Energy means Alinta Power Services Pty Limited ACN 108 664 151, to be renamed Alinta Energy Pty Limited.

Alinta Forecast Information means the information identified in paragraph (¢} under the heading *Preparation of, and
responsibility for, this Booklet” in the Important information section of this Booklet.

Alinta GH means Alinta Group Holdings Pty Ltd ABN 34 117 660 081 (formerly called 7eboh Pty Ltd), a whaolly owned
Subsidiary of Alinta.

Alinta Group means Alinta and its Subsidiaries.

Alinta Information means the information identified in paragraph (b) under the heading “Preparation of, and responsibility for,
this Booklet” in the Important information section of this Backlet.

Alinta Infrastructure Assets means the assets of the Alinta Group used in the Alinta Infrastructure Business.

Alinta Infrastructure Business means the Alinta Businesses other than the WA Retail Business and the WLPG Arrangements.
Alinta LPG has the meaning given in Section 7.2(f).

Alinta Management Services or AMS means Alinta Management Services Pty Ltd ACN 115 403 739,

Alinta Network Holdings means Alinta Network Holdings Pty Ltd ACN 104 788 123.

Alinta RePS means the reset preference shares issued by Alinta in July 2003.

Alinta Restructure means the internal restructure of Alinta to be undertaken on or before the Transaction Implementation
Date as more fully described in Section 6.2(a)(iv).

Alinta Sales or Energy Sales means Alinta Sales Pty Ltd ABN 92 089 531 984.

Alinta Scheme means a scheme of arrangement under Part 5.1 of the Corporations Act for the transfer of Alinta Shares to
New Alinta Sub.

Alinta Scheme Booklet means a booklet which is tc be dispatched to Alinta Shareholders in relation to the Alinta Scherne.
Alinta Scheme Consideration means cne New Alinta Scheme for each Alinta Share.

Alinta Scheme Effective Date means the date on which the Alinta Scheme becomes Effective.

Alinta Scheme Meeting means a meeting to be convened by the Court pursuant to the Alinta Scheme.

Alinta Scheme of Arrangement means the scheme of arrangement between Afinta and Alinta Scheme Participants relating
to the Alinta Scheme.

Alinta Scheme Participant means an Alinta Shareholder on the Alinta Scheme Record Date.

Alinta Scheme Record Date means 5.00pm on the fifth Business Day after the Alinta Scheme Effective Date, or such other
date as may be agreed by AGL and Alinta.

Alinta Share means a fully paid ordinary share in the capital of Alinta.
Alinta Share Register means the register of Alinta Shareholders maintained under section 169 of the Corporations Act.

Alinta Sharehotder means a holder of Alinta Shares as registered on the Alinta Share Register.
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Alinta Takeover Bid means the proposed takeover bid by Alinta for all of the AGL Shares which Alinta announced on 20 March
2006 and which was detailed in the Alinta Bidder’s Statement.

Alinta Wind Farm means the 90 MW wind farm which is located south of Geraldton in the mid-west region of WA in respect
of which Alinta has entered into a PPA.

Allgas means the Aligas gas distribution business,

Alliance Agreement means the agreement so named between AlH and Alinta dated 29 August 2005.
Annexure means an annexure to this Booklet.

ANS means Alinta Network Services Pty Ltd ACN 104 352 650.

APC means the AGL Petronas Consortium, a 50/50 joint venture between AGL and Petronas for the purpcse of constructing
the PNG Australian Pipeline.

APL means Australian Pipeline Limited ACN 091 344 704.
APT means Australian Pipeline Trust ARSN 091 678 778.
ASIC means the Australian Securities & Investments Commission.

ASTC Settlement Rules means the settlement rules of the ASX Settlement and Transfer Corporation Pty Limited
ABN 49 008 504 532

ASX means Australian Stock Exchange Limited ABN 98 008 624 691.
ATO means the Australian Taxation Office.
ATP means Authority te Prospect.

Australian Accounting Standard means an accounting standard made by the Australian Accounting Standards Board in
accordance with the Corparations Act.

AS, §, dollars or cents means the lawful currency of Australia {unless other wise stated).
Bairnsdale Power Station means the 94 MW gas-fired power station located at Bairnsdale in Victoria.

BBI means Babcock and Brown Infrastructure Group, the listed stapled entity comprising Babcock and Brown Infrastructure
Limited ACN 100 364 234 and Babcock and Brown Infrastructure Trust ARSN 100 375 479,

Bell Bay Power Station means the 240 MW gas fixed power station located at Bell Bay, Tasmania.

BHP Billiton means BHP Billiton Limited ABN 49 004 028 077, and where the context req:u'\res, includes a relevant Subsidiary
of BHP Billiten Limited,

BHP Petroleum means BHP Billiton Petroleun (Bass Strait) Pty Ltd ACN 004 228 004,

BOC means BOC Limited ACN 000 02¢ 729 and, where the cantext requires, BOC Group Pty Limited ACN 003 964 163.
Booklet means this bocklet.

Business Day has the meaning given to that term in the Listing Rules.

Buy Back means the buy back by New Alinta Co of all Converting Shares which will result in the issue of AGL Energy Shares to
Buy Back Participants.

Buy Back Agreement means the agreement between New Alinta Co, AGL Energy and the holders of Converting Shares as
more fully described in Section 6.8.

Buy Back Participant means a Converting Shareholder on the Buy Back Record Date.

Buy Back Record Date means 5.00pm on the Business Day that the Converting Register is updated to record the issue of
Converting Shares to AGL Scheme Participants in accordance with the AGL Schemna.

Cawse Cogeneration Plant means the cogeneration plant described in Section 3.3(g).

CGT means Australian capital gzains tax.

CH4 means CH4 Gas Limited ACN 106 565 440, and where the context requires, includes a relevant Subsidiary of CH4
Gas Limited.

CHESS means the Clearing House Electronic Subregister System.
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Completion means completion of the Recommended Proposal on the Transaction implementation Date.

Converting Register means New Alinta Co's register of members for Converting Shares.

Converting Share means a fully paid converting share issued in the capital of New Alinta Co.

Converting Shareholder means a holder of Converting Shares as registered on the Converting Register.

Corporations Act means the Corporations Act 2001 (Cth).

Corporations Regulations means the Corparations Regulations 2001 (Cth).

Court means the Federal Court of Australia.

CPI means the Australian Consumer Price Index.

CS Energy means C S Energy Limited ACN 078 848 745.

CSM means coal seam methane (or gas), being gas (principally methane) extracted from coal seams and being suitable
(generally after treatment) for sale as natural gas.

CSSA means the Corporate and Strategic Services Agreement between AlH and Alinta Management Services dated 29
August 2005.

DBNGP means the gas transmission pipeline that runs between Dampier and Bunbury in WA.

DBNGP (WA) means DBNGP (WA) Transmission Pty Ltd ACN 081 609 190C.

DPS means dividend per share.

DUET means the Diversified Utility and Energy Trust No. 1 and the Diversified Utility and Energy Trust No. 2.

Duke Energy means Duke Energy Corporation, a company incorperated in the USA.

Eastern Gas Pipeline means the gas pipeline which transports gas from the Gippsland Basin in Victoria to markets in Sydney
and regional centres.

EBIT:

(a) means in Sections 3 and 4 of this Booklet (other than Sections 3.3 and 4.4) profit from ordinary activities before borrowing
costs and incorne tax expense and after the pro forma adjustments in Section 4; and

{b) anywhere else in this Booklet has the meaning given in Section 2.1(b).

EBITDA:

(a) means in Sections 3 and 4 of this Booklet (other than Section 4.4), profit from ordinary activities before borrowing costs,
income tax expense, depreciation and amortisation and after the pro forma adjustments in Section 4; and

(b) anywhere else in this Booklet has the meaning given in Section 2.1(b).

EMID rneans the Exposure Management and Indemnity Ceed entered into by Alinta, AlL and relevant members of the AlH
Group dated 29 August 2005.

Effective when used in relation tc the AGL Scheme or the Alinta Scheme, means the coming into effect, pursuant to section
411010} of the Corporations Act, of the order of the Court made under sections 411(4)(b) and 411(6) in relation to that Scheme.

Effective Date when used in refation to the AGL Scheme or the Alinta Scheme means the date upon which that Scheme
becomes Effective.

Elgas means Elgas Ltd ACN 002 749 260.

EPS means earnings per share.

ESC means the Essential Services Commission {Victoria).

Esso means Esso Australia Resources Pty Ltd ACN 091 829 819, a Subsidiary of ExxonMobil.
Exchange Act means the US Securities Exchange Act of 1934, as amended.

Excluded AGL Shareholder Meeting means a meeting of the holder of the Excluded AGL Shares ordered by the Court to be
convened under section 411(1) of the Corporations Act to consider the AGL Scheme.

Excluded AGL Shares means 78,904,997 of the 90,904,997 AGL Shares which, at 22 June 2006, were registered in the
name of, and beneficially owned by Alinta GH.

Explanatory Statement has the meaning given to that term in Part 5.1 of the Corporations Act.
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ExxonMobil means ExxonMaobil Corporation of the USA, and where the context requires, includes a relevant Subsidiary of
ExxonMobil Corporation.

FEED means front end engineering and design.

Final Dividend has the meaning given in Section 6.2(a)(vi).

FRC means full retail contestability.

Gas Code means the National Third Party Access Code for Natural Gas Pipeline Systems.

Gas Valpo means the gas supply and distribution business owned by AGL in Valparaiso, Chile described in Section 3.3(f}.
GEAC means Great Energy Aliiance Corporation Pty Limited ACN 105 266 028.

GEC means Gas Electricity Certificate {Queensland).

GJ means gigajoules. A measure of energy.

Glenbrook Power Station means the 112 MW cogeneration power station situated at Glenbrock, near Auckland, on New
Zealand's North Island.

Goldfields Gas Transmission Pipeline means the natural gas transmission pipeline which transports gas from the Carnarvon
Basin to Kalgoorlie in the goldfields of WA.

Grant Samuel means Grant Samuel & Associates Pty Lirmited ACN 050 036 372,

GW means gigawatt. A measure of energy consumption.

GWh means GW hours. A measure of the rate of energy consumption.

HC Extractions means HC Extractions Pty Ltd ACN Q02 945 655.

Hydro Tasmania means the Hydro Electric Corporation constituted under the Hydro Electric Corporation Act 1995 (Tas).
1BM means IBM Global Services Australia Limited ACN 001 538 736.

ICRC means the Independent Competition and Regulatory Commission (ACT).

IFRS means International Financial Reporting Standards.

Independent Expert means Grant Samuel.

Independent Expert’s Report means the report of the Independent Expert set out in Annexure F.

Independent Review of Directors’ Forecasts means the report of the Independent Reviewer of Directors’ Forecasts set
out in Annexure E.

Independent Reviewer of Directors’ Forecasts means Deloitte Corporate Finance Pty Limited ACN 003 833 127.

Ineligible Overseas AGL Shareholder means an AGL Scheme Participant whose Registered Address is in any jurisdiction
other than:

(3) Awstralia and its external territories;
(b) Hong Kong;

(c) Japan;

{d) New Zealand;

(e) Singapore;

(F) the United Kingdom; or

(g) the United States of America,

unless New Alinta Co and AGL Energy agree that an AGL Scheme Participant whose Registered Address is in any other
Jurisdiction should not be an Ineligible Overseas AGL Shareholder, in accordance with the terms of the AGL Scheme
of Arrangement.
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Ineligible Qverseas Alinta Shareholder means an Alinta Shareholder whose address as shown in the Alinta Share Register on
the Alinta Scheme Record Date is in a jurisdiction other than:

(a) Australia and its external territories; or
{b) Hong Kong;

(c) Japan;

(d) New Zealand;

(e) Singapore;

(f} the United Kingdor; or

(g) the United States of America,

untess New Alinta Co and AGL Energy agree that an Alinta Scheme Participant whose Registered Address is in any other
jurisdiction should not be an Ineligible Overseas Alinta Shareholder, in accordance with the terms of the Alinta Scheme
of Arrangement.

Investigating Accountant means Celoitte Touche Tohmatsu.

Investigating Accountant’s Report means the report of the Investigating Accountant set out in Annexure D.
IPART means the Independent Pricing and Regulatory Tribunal {New South Wales).

km means kilometre.

kW rneans kilowatt. A measure of energy consumption.

Listing Rules means the official listing rules of ASX from time to time as modified by any express written waiver given by ASX.
LPG means liquefied petroleurn gas.

LYA means Loy Yang A Power Station.

LYP means Loy Yang Power Partnership.

Management Plan Loan has the meaning given to that term in Section 9.1(e)()(A).

MDQ means maximum daily quantity.

Merger Implementation Agreement means the agreement of that name dated 1 June 2006 between New Alinta Co, AGL,
Alinta and AGL Energy, as amended and restated.

Moran Unit means commercial unitisation of the Moran oil field between the PDL2 and PDLS joint venture parties.

MRDC means Mineral Resources Development Company Ltd, the PNG company representing the interests of certain PNG
landowners, and where the context requires, includes a relevant Subsidiary of Mineral Resources Development Company Ltd.

MRET means the Mandatory Renewable Energy Target scheme established by the Renewable Energy (Electricity) Act
2000 (Cth).

MSP means the Moomba to Sydney pipeline, including all of the pipelines known as laterals which carry gas from Young to
Wagga Wagga, Burnt Creek to Griffith, Dalton to Canberra, and the interconnect from Wagga Waaga to Culcairn, including the
bi-directional connection at Culcairn, but does not include the Young to Lithgow lateral or the Central West Pipeline.
Multinet Gas means Multinet Gas Partnership comprising Multinet Gas {DB No. 1) Pty Ltd ABN 66 086 026 986 and
Multinet Gas (DB No. 2} Pty Ltd ABN 57 086 230 122.

MW means megawatt. A measure of energy consumption.

MWh means MW hours. A measure of the rate of energy consumption.

National Electricity Rules means the rules of conduct of that name administered by the Australian Energy Market
Cornmission.

NEM means the National Etectricity Market.

NEMMCO means National Electricity Market Management Campany Limited ACN 072 010 327.

Newman Power Station means the 105 MW rating gas-fired power station located within the Mount Newman Joint Venture
mining lease, adjacent to the Newman Mining township in the Pitbara region of WA, owned by AlH.
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New AGL Energy Constitution means the constitution to be adopted by AGL Energy on or before the Second Court Date.
New Alinta means:

B where the reference relates to a period of time before the implementation of the Recommended Proposal, New Alinta Co
and, where the context requires, includes its Subsidiaries and controlled entities; and

B where the reference relates to a period of time on or after the implementation of the Recommended Proposal, means New
Alinta Co and, where the context requires, includes its Subsidiaries ang controlled entities (which will include Alinta and
AGLIF).

New Alinta Board means the board of directors of New Alinta Co as at the date of this Booklet, unless the context otherwise

requires, in which case it means the board of directors of New Alinta Co from time to time.

New Alinta Co means Alinta Mergeco Limited ACN 119 985 590. '

New Alinta Constitution means the constitution to be adopted by New Alinta Co on or before the Second Court Date.

New Alinta Deed Poll means the deed poll in favour of AGL Shareholders in the form of Annexure C together with the annexures
te that document (which are not set out in Annexure C} (subject to any amendments permitted by its terms), under which New
Alinta Co undertakes to take the steps required to be taken by it for proper implementation of the Recommended Proposal.

New Alinta Directors means the directors of New Alinta Co.

New Alinta Share means a fully paid ordinary share in the capital of New Alinta Co.

New Alinta Shareholder means a holder of New Alinta Shares.

New Alinta Sub means Numar Pty Limited ACN 118 926 131.

New Alinta Trust means the trust constituted by the deed dated 21 June 2008, of which New Alinta Trustee is the trustee.
New Alinta Trustee means Wertera Pty Ltd ACN 119 182 384.

NGAC means NSW Greenhouse Gas Abatement Certificate.

Nippon Qil means Nippon Qil Exploration Limited of Japan and affiliates, where the companies listed here shall be regarded as
affiliates of each other: Japan National Oil Corporation and its successors, Japan Papua New Guinea Petroleum Co Ltd, Merlin
Petroleurn Company, Mitsubishi Carporation and Nippon Oil Corporation.

Nominee means the nominee appointed by AGL Energy and New Alinta Co to sell the New Alinta Shares and AGL Energy
Shares attributable to Ineligible Overseas AGL Shareholders in accordance with clause 3.5 of the AGL Scheme of Arrangement
and clause 6 of the Buy Back Agreement. '

NPAT means net profit after tax.
NSW means New South Wales.

Oil Search means Qil Search Limited ARBN 055 079 868, and where the context requires, includes & relevant Subsidiary of Cil
Search Limited.

Origin Energy means Origin Energy Limited ACN C00 051 696, and where the context requires, includes a relevant Subsidiary
of Origin Energy Limited.

OSA means an operating services agreement.

Parmelia Pipeline means the Parmelia pipeline in WA, including all the pipelines known as laterals which carry gas from the
Parmelia pipeline (namely the Midland, Perth, Kwinana and Rockingham laterals).

Participating Shareholders means AGL Scheme Participants on the AGL Scheme Record Date who are not Ineligible
Overseas AGL Sharehclders.

PDL means Petroleun Development Licence.

PEL means Petroleum Exploration Licence.

Performance Conditions means performance conditions applicable to Share Perfarmance Rights.
Petronas means Petroliam Nasional Bhd, a Malaysian petroleurn company.

PIML means Permanent Investment Management Limited ABN 45 003 278 831.

Pipeline Development Agreement means the agreement referred to in Section 9.2(c}).
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PJ means petajoules, being one million GJ, A measure of energy.

Plan means any of the AGL Share Reward Plan, the AGL Share Purchase Plan, the AGL LTIP, the AGL Share Loan Plan, the AGL
Management Share Plan, the AGL Energy STIP and the AGL Energy LTIP, as the context requires.

Plan Loan has the meaning given to that term in Section 2.1(d)(i)(A).

Plan Participant means a person who is a participant in any one or more of the Plans, as the context requires.

PNG means Papua New Guinea.

PNG Australian Pipeline means the pipelines proposed tc be constructed from the PNG/Austratia border to a number of
delivery points in Queensland and the Northern Territory to transport PNG gas to markets in Queensland, Northern Territory
and scuth east Australia.

PNG Australian Pipeline Project means the proposed project 10 be undertaken by APC to construct the PNG Australian
Pipeline.

PNG Gas Producers means ExxcnMobil {as project operator), Qil Search, AGL (or, where the context requires, AGL Energy),
Nippon Qil and MRDC.

PNG Upstream Gas Project means the project in which the PNG Gas Producers are the participants that aims o develop and
bring PNG gas to the PNG Australian Pipeline at the PNG/Australia border,

Port Hedland Power Station means the 175 MW gas-fired power station consisting of five 35 MW units located at two
individual sites in the Pilbara mining regicn of WA, owned by AIH.

PPA means a power purchase agreemnent.

PPL means Petroleumn Preduction Lease.

QAL Litigation means the proceedings brought by Queensiand Alumina Limited ABN 38 009 725 044 against Alinta

DQP Pty Ltd ABN 97 083 050 284 and Alinta DEQP Pty Ltd ABN 70 083 050 104 in relation to alleged breaches of a gas
transportation agreement in respect of the Queensland Gas Pipeline.

Queensland Gas Pipeline means the gas pipeline which transports gas from the Surat and Cocper Basins and from Rolleston
and Westgrove gas fields to markets in Glagstone and Rockhampton.

REC means Renewable Energy Certificate.

Recommended Proposal means the implementation of the Alinta Scheme, the AGL Scheme and the Buy Back and the issue
of AGL Energy Shares as described more fully in Sections 6.2 and 6.8, the restructure of AGL Energy as described more fully in
Section 6.2(a){iii) and the internal restructure of the WA Retail Business and the sale of a 33% interest in that business to AGL
Energy as described more fully in Sections 6.2(a)(iv) and 6.2(a)}v).

Registered Address means, in relation to a Scheme Participant, the address of the relevant person shown in the AGL Share
Register or the Alinta Share Register on the AGL Scheme Record Date or Alinta Scheme Record Date (as the case may be).

Related Body Corporate of an entity has the meaning given to that term in the Corporations Act,

Relationship Deed means the deed between AGL, AGL Energy, Alinta and New Alinta Co dated 22 June 2006 dealing with
transitional and miscellaneous commercial issues arising in connection with the Recommended Proposal, a summary of which is
set out in Section 6.3(c).

Replacement AGL LTIP means the long term incentive plan which will be implemented by AGL if the Recommended Proposal
does not proceed, the terms of which will be materialty the same as the AGL Energy LTIP.

Rights has the meaning given to that term in Section 9.1(c)i)(B).

Santos means Santos Limited ACN 007 550 923, and where the context requires, includes a relevant Subsidiary of
Santos Limited.

Scheme Meetings means the AGL Meetings and the Alinta Scheme Meeting.

Scheme Participants means AGL Scheme Participants and Alinta Scheme Participants.

Schemes means the AGL Scheme and the Alinta Scheme and Scheme means either one of them.

SE Gobe Unit means commercial unitisation of the South East Gobe oil field between the PDL3 and PDL4 joint venture parties.

SEC means the US Securities and Exchange Commission.
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Second Court Date means the date on which the application made to the Court for an order for the purposes of sections
411(4)(b) and 411(6) of the Corporations Act approving the AGL Scheme is first heard.

Section means a section of this Booklet.

Share Performance Rights means the grant of rights to acquire AGL Energy Shares or AGL Shares for no cansideration under
the AGL Energy LTI or the Replacement AGL LTIP, respectively (as the case may be).

Southern Hydro means the renewable energy power generation assets consisting of 11 hydro power stations in NSW and
Victoria and the Wattle Peint Wind Farm, acquired by AGL in November 2005. ,

South West Interconnected System has the meaning given to that term under the Electricity Industry Act 2004 (WA).

SP AusNet means the stapled entity trading as SP AusNet admitted to the official list of ASX on 14 Decernber 2005.

Spark Infrastructure means the stapled entity trading as Spark infrastructure Group admitted to the official list of ASX on 16
December 2005.

Standard & Poor’s means Standard & Poor’s (Australia) Pty Ltd ACN 007 324 852

Subsidiary of an entity means another entity which is a subsidiary of the first mentioned entity within the meaning of Part 1.2
Division & of the Corporations Act or is a subsidiary or is otherwise controlled by the first mentioned entity within the meaning
of any approved accounting standard.

Sydney Gas means Sydney Gas Ltd ACN 003 324 310, and where the context requires, includes a relevant Subsidiary of
Sydney Gas Ltd.

Synergy means the Electricity Retail Corpeoration established by section 4{1)(c) of the Electricity Corporations Act 2005
{WA).

Tasmanian Gas Pipeline means the sub-sea and onshore gas pipeline system which transports gas from the Longford
Compressor Station in the Gippsland Basin in Victoria to Tasmania.

TEPCO means The Tokyo Electric Power Company, Incorporated.

Third Anniversary Date means the date which is the third anniversary of the Transaction Implementation Date.

TJ means terajoules, being one thousand GJ. A measure of energy.

Tolling Agreement means the Bairnsdale Tolling Agreement between Alinta DVP Pty Ltd, Alinta DEBP Pty Ltd, Alinta DEBO
Pty Ltd and Alinta Sales dated 23 April 2004,

Trade Practices Act means Trade Practices Act 1974 (Cth).

TransACT means the telecommunications services business managed by the ActewAGL distribution partnership.
Transaction Dividend has the meaning given in Section 6, 2(2)(vii).

Transaction Document means a transaction document required to implement the Recommended Proposal including the
Transaction Implementation Deed, the Relationship Deed and the New Alinta Constitution.

Transaction Implementation Date means 10 Business Days after the AGL Scheme Effective Date and the Alinta Scheme
Effective Date (which will be the same day), or such other date as agreed by AGL and Alinta.

Transaction Implementation Deed means the deed between AGL, Alinta, New Alinta Co, AGL Energy and New Alinta Sub
dated 22 June 2006 (as amended) under which the parties agree to procure that all steps required to be implemented in
connection with the Recommended Proposal are implemented, a summary of which is set out in Section 6.3(b).

UED means Linited Energy Distribution Pty Ltd ACN 064 651 029.

Undertakings means the undertakings given by Alinta to, and accepted by, the ACCC pursuant to section 878 of the Trade
Practices Act on 3 August 2006.

Unvested Rights has the meaning given to that term in Secticn 9.1(c)(ii).

US means the United States of America.

Verve Energy means the Electricity Generation Corporation established by section 4(1){a) of the Electricity Corporations Act
2005 (WA).
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VicHub Interconnect means the interconnect facility at Lengford which allows gas to flow between the Tasmanian Gas

Pipeline, the Eastern Gas Pipeline and the principal gas transmission system in Victoria.

WA means Western Australia.

WA Cogeneration means:

{(a) the interests of Alinta in an alliance with Alcoa relating to the development of cogeneration plants on or connected to
Alcoa's alumina refineries in WA,

(b) the interests of Alinta Cogeneration (Pinjarra) Pty Ltd in the two cogeneration units situated at Alcoa's Pinjarra alumina
refinery, one of which is commissioned and operating, the other of which is under construction;

(c) the interests of Alinta Cogeneration (Wagerup) Pty Ltd in the two open cycle turbine generating plants (with options to
convert to cogeneration) to be situated at Alcoa's Wagerup alumina refinery, which are under development; and

(d) the interests of Alinta Cogeneration Finance Pty Ltd in the financing arrangements for the projects described in paragraphs
{b) and (¢) above.

WA Retail Business means the selling of gas to all customers connected to the AlintaGas Network in WA and all customers
elsewhere in WA who are currently being sold gas by Alinta and the electricity retail business conducted in the Scuth West
Interconnected System, comprising:

(a) Alinta Sales (including all relevant WA wholesale gas supply and transmission agreements but not the WLPG Arrangements
and the Tolling Agreement) at the Transaction Implementaticn Date; and

(b) WA Cogeneration, which is all current and future rights and interests Alinta has to continue to develop co-generation
facilities on the sites of Alcoa’s WA alumina refineries (and the economic benefit of those rights and assets until they are
transferred).

Wattle Point Wind Farm means the wind farm located at Wattle Point in South Australia forming part of Southern Hydro.

Wesfarmers means Wesfarmers Limited ACN 008 984 040,

Wesfarmers LPG means Wesfarmers LPG Pty Limited ACN 002 214 831.

Western Power means the Electricity Networks Corporaticn established by section 4(1)(b) of the Electricity Corporations Act

2005 (WA).

WLPG Agreements means:

(a) the WLPG Sales Agreement;

(b)-the WLPG Operational Agreement between DBNGP (WA), Alinta Sales and Wesfarmers LPG, as amended dated 26
‘February 1998;

(¢} the rights to contracted capacity for the transportation of gas to the WLPG Plant and associated and incidental rights
and obligations under the Dampier to Bunbury Gas Pipeline Shipper Contract resulting from the Deed of Amendment and
Restatement (Shipper Contract) Full Haul Transmission Contract between DBNGP (WA), Alinta Sales, DBNGP Holdings Pty
Ltd and DBNGP {WA} Nominees Pty Ltd dated 27 October 2004, with which is associated a Settlement Deed - section 20
Dispute between Alinta Sales and DBNGP {WA) dated 27 October 2004; and

{(d) the Special Purpose Access Contract - Additional LPG capacity resulting from the Deed of Amendment - Special Purpose
Access Contract - Additional LPG Capacity between DBNGP (WA) Transmission Pty Ltd and Alinta Sales dated 27 October
.2004.

WLPG Arrangements means the arrangements censtituting the rights and obligations under the WLPG Agreements.
WLPG Arrangements Agreements means the agreements and assignments described in Section 7.2(f) of this Booklet.
WLPG Plant is the LPG extraction plant owned and operated by Wesfarmers LPG which straddles the DBNGP at Kwinana, WA.

WLPG Sales Agreement means the Amended and Restated Sales Agreement between Alinta Sales, Wesfarmers LPG and
Wesfarmers dated 30 June 2005.

WPWF means Wattle Point Wind Farm Pty Ltd ACN 101 023 447.
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Interpretation
(2) Annexures to the Bocklet form part of this Booklet.

(b) Words and phrases to which a meaning is given by the Corporations Act, the Listing Rules or the ASTC Settlement
Rules have that meaning in this Booklet uness that meaning is inconsistent with the context in which the word or
phrase is used.

{c) Headings are for convenience only and do not affect the interpretation of this Booklet.

(d) The singular includes the plural and vice versa and words importing any gender include the other gender, and
references to persons include corporations.

(e) References to Sections are 1o sections of Part 2 of this Booklet, unless stated otherwise.
(f} References to a Part are to a part of this Booklet, unless stated otherwise.

(g} References to paragraphs are references to paragraphs within the Section of this Booklet in which the reference to the
paragraph is made.

(h} References to time are references to the time in Sydney. Australia on the relevant date, unless stated otherwise.
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ANNEXURE A
AGL Scheme of Arrangement

SCHEME OF ARRANGEMENT MADE UNDER SECTION 411 OF THE CORPORATIONS ACT 2001 (CTH)

Parties
1 The Australian Gas Light Company ACN 052 167 405 of 72 Christie Street, St Leonards, NSW, 2065 (AGL)
2 The holders of fully paid ordinary shares issued in the capital of The Australian Gas Light Company

Recitals

A AGL s a public company incorporated in the State of New Scouth Wales, 1t is admitted to the offcial list of ASX and AGL
Shares are quoted on the stock market conducted by ASX.

AGL has 455,910,464 AGL Shares on issue.
Alinta Group hoids the Excluded AGL Shares and will continue to hold those shares as at the Effective Date.

AGL Energy is a company incorporated in the State of New South Wales. It is a wholly owned subsidiary of AGL. -

m o N

New Alinta Co and New Alinta Co Sub, a wholly owned subsidiary of New Alinta Co, are companies incorporated in the State
of Victoria.

F AGL, AGL Energy, Alinta and New Alinta Co have entered into the Merger Implementation Agreement and the Transaction
implementation Deed pursuant to which, among other things, AGL has agreed to propose and subject to the satisfaction
of certain conditions implement this Scheme and Alinta has agreed to propose and subject to the satisfaction of certain
conditions implernent the Alinta Scheme. New Alinta Co Sub is a party to the Transaction Implementation Deed.

G If this Scheme becomes effective, then:
-(a) the Scheme Shares will be transferred to New Alinta Co Sub;
(b) New Alinta Co will provide the Scheme Consideration to the Scheme Participants;
(c) New alinta Co will undertake the Buy Back of all New Alinta Co Converting Shares; and

(d) AGL Energy will allot and issue AGL Energy Shares to the Scheme Participants (or to the Nominee in respect of Scheme
Participants who are Ineligible Overseas AGL Shareholders) by way of consideration for the Buy Back of the New Alinta
Co Converting Shares,

each step to be taken in accordance with the provisions of this Scheme.

H  AGL Energy has entered into the AGL Energy Deed Poll for the purpose of covenanting in favour of the Scheme Participants
to perform its obligations under this Scheme, the Merger Implementation Agreement, the Buy Back Agreement and the
Transaction Implementation Deed.

I New Alinta Co has entered into the New Alinta Co Deed Poll for the purpose of covenanting in favour of the Scheme
Participants and the Alinta Scheme Participants to perform its obligations under this Scheme and the Alinta Scheme (as the
case may be), the Merger Implementation Agreement, the Buy Back Agreement and the Transaction Implementation Deed.

1 AGL has procured or proposes to procure that the Nominee covenants in favour of Scheme Participants and Alinta Scheme
Participants to perform its obligations under this Scheme and the Alinta Scheme in accordance with the Nominee Deed Poil.

The parties agree
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1 Definitions and interpretation
1.1 Definitions
In this Scheme, unless the contrary intention appears or the context requires otherwise:

AGL Board means the board of directors of AGL from time to time,

AGL Constitution means the constitution of AGL.

AGL Directors means the directors of AGL as at the date of the Booklet.
AGL Energy means AGL Energy Limited ACN 115 061 375.

AGL Energy Deed Poll means the deed poll dated 28 August 2006 executad by AGL Energy in favour of the Scheme
Participants (subject to any amendments permiited by i{s terms}.

AGL Energy Share means a fully paid ordinary share in the capital of AGL Energy.

AGL Share means a fully paid ordinary share in the capital of AGL.

AGL Share Register means the register of AGL Shareholders maintained under section 169 of the Corporations Act.
AGL Shareholder means a person who is registered in the AGL Share Register as the holder of AGL Shares.

Alinta means Alinta Limited ACN 087 857 Q01.

Alinta Group means Alinta and its Subsidiaries.

Alinta Scheme means the scheme of arrangement between Alinta and its shareholders made under section 411 of the
Corporations Act 2001 (Cth) dated on or about the date of this Scheme, subject to any alterations or conditions made or
required by the Court pursuant to section 411 of the Corporations Act.

Alinta Scheme Consideration means “Scheme Consideration”, as that term is defined in the Alinta Scheme.

Alinta Scheme Participant means "Scheme Participant”, as that term is defined in the Alinta Scheme.

Alinta Scheme Shares means “Scheme Shares”, as that term is defined in the Alinta Scheme.

Alinta Share Register means the register of Alinta shareholders maintained under section 169 of the Corporations Act.
APT means Australian Pipeline Trust ARSN 091 6§78 778.

ASIC means the Australian Securities & Investments Commission.

ASX means the Australian Stock Exchange Limited ABN 98 008 624 691.

Booklet means the booklet dated 29 August 2006 approved by the Court under section 411(1) of the Corporations Act for
distribution to AGL Shareholders explaining the Scherne and containing, amang other things, the explanatory statement as
required by Part 5.1 of the Corperaticns Act in relation to the Scheme.

Business Day means a business day as defined in the Listing Rules.

Buy Back means the buy back, in accordance with clause 3.2, of all the New Alinta Co Converting Shares in consideration for
the issue of AGL Energy Shares.

Buy Back Agreement means the agreement of that name between New Alinta Co, AGL Energy and the holders of New Alinta
Co Converting Shares to be entered into under and in accordance with the constitution of New Alinta Co.

Buy Back Participant means the New Alinta Co Converting Shareholders on the Buy Back Recorg Date.

Buy Back Record Date means the time on the Implementation Date immediately after the New Alinta Co Converting Share
Register has been updated under clause 3.6({b) to record the information about the holders of those shares following the issue
of the New Alinta Co Converting Shares in accordance with this Scheme.

CHESS means the Clearing House Electronic Subregister System.
Corporations Act means the Corperations Act 2001 (Cth) and the regulations made under that Act.
Court means the Federal Court of Australia.

Effective Date means the date on which the office copy of the Court order approving the Scheme under section 411{4){b)
of the Corporations Act is lodged with ASIC pursuant to section 4171(10) of the Corporations Act, or if an earlier date is
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specified in the Court order for the coming into effect of the Scheme, that earlier date.

Excluded AGL Shares means 78,204,997 AGL Shares out of the 90,904,997 AGL Shares which, at 22 June 2006, were
registered in the name of, and beneficially owned by Alinta Group Holdings Pty Limited ABN 34 117 660 081 (formerly called
Zeboh Pty Limited).

GST has the same meaning as GST in the GST Act.
GST Act means A New Tax System (Goods & Services Tax) Act 1898 (Cth).

Implementation Date means 10 Business Days after the Effective Date and the effective date of the Alinta S¢cheme (which
will be the same day) or such other date as agreed by AGL and Alinta.

Ineligible Overseas AGL Shareholder means a Scheme Participant whose Registered Address is in any jurisdiction other than:
(8) Australia and its external territories;

(b) New Zealand;

(¢) the United States of America;

(d) Hong Kang;

(e} Japan;

(f) Singapore; or

(9) the United Kingdom,

(Overseas AGL Shareholder), other thar an Overseas AGL Shareholder in respect of whom New Alinta Co and AGL Energy
are satisfied that the laws of the Overseas AGL Shareholder’s country of residence (as shown in the AGL Share Register) would
permit the issue of the Scheme Consideration and AGL Energy Shares to the Overseas AGL Shareholder, either unconditionally
or after compliance with conditions which New Alinta Co and AGL Energy in their sole discretion regard as acceptable and not
unduly cnerous.

Listing Rules means the listing rules of ASX from time to time as modified by any express written waiver or exemption given
by ASX.

Merger Implementation Agreement means the agreement dated 22 June 2006 between AGL, AGL Energy, Alinta and New
Alinta Co to carry inta effect the Scheme.

Net Merger Value means $2,489 mitlion plus the amount of the distribution declared on 30 May 2006 of 6 cents per APT
urit reinvested by AGL in accordance with APT's distribution reinvestment glan and the amount of any further distribution
declared by APT and reinvested by AGL in the same manner pricr to the Implementaticn Date.

New Alinta Co means Alinta Mergeco Limited ACN 119 985 590.
New Alinta Co Converting Share means a fully paid converting share in the capital of New Alinta Co.

New Alinta Co Converting Share Register means the register of New Alinta Co Converting Sharehoiders maintained under
section 169 of the Corporations Act.

New Alinta Co Converting Shareholder means a person who is regisiered in the New Alinta Co Converting Share Register
as the holder of New Alinta Co Converting Shares,

New Alinta Co Deed Poll means the deed poll dated 28 August 2006 executed by New Alinta Co in favour of the Scheme
Participants and Alinta Scheme Participants (subject to any amendments permitted by its terms).

New Alinta Co Ordinary Share means a fully paid ordinary share in the capital of New Alinta Co.

New Alinta Co Ordinary Share Register means the register of the helders of New Alinta Co QOrdinary Shares maintained
under section 169 of the Corporations Act.

New Alinta Co Sub means Numar Pty Limited ACN 118 926 131.
Nominee has the meaning given to that term in clause 3.5(b).

Nominee Deed Poll means the deed poll which AGL has procured or proposes te procure the Nominee to enter into in favour
of Scheme Participants and Alinta Scheme Participants (subject to any amendments permitted by its terms).

Official List means the official list of the ASX.

Record Date means 7:00pm on the fifth Business Day after the Effective Date, or such other date as may be agreed by AGL
and Alinta.
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Registered Address means, in relation to a Scheme Participant, the address of that Scherne Participant shown in the AGL
Share Register on the Record Date.

Scheme means the scheme of arrangement between AGL and AGL Shareholders as set out in this documnent, subject to any
alterations or conditions made or required by the Court pursuant to section 411 of the Corporations Act.

Scheme Consideration means, in respect of each AGL Share:

() the fraction of a New Alinta Co Ordinary Share given by the Net Merger Value divided by $10.80 divided by the number
of Scheme Shares on issue at the Record Date: and

(b) one New Alinta Co Converting Share,
each to be allotted and issued subject to, and as provided for by, this Scheme.

Scheme Meetings means the meetings of AGL Shareholders ordered by the Court to be convened under section 411(1)
of the Corporations Act to consider the Scheme being:

(a} ameeting of the holders of AGL Shares other than the holders of the Excluded AGL Shares; and

(b} a meeting of the holders of the Excluded AGL Shares.
Scheme Participant means a person registered on the AGL Share Register at the Record Date as the holder of a Scheme
Share after registration of all transfer and transmission applications as provided for in clause 4.

Scheme Share means all AGL Shares on issue at the Record Date other than the Excluded AGL Shares.

Second Court Date means the date on which the application made to the Court for an order for the purposes of section
411(4)(b) of the Corporations Act approving this Scheme is first heard,

Subsidiary of an entity means another entity which is a subsidiary of the first within the meaning of Part 1.2, Division 6 of
the Corporations Act or is a subsidiary or otherwise controlled by the first within the meaning of any approved accounting
standard.

Transaction Implementation Deed means the deed dated 22 June 2006 between AGL, Alinta, New Alinta Co, AGL Energy
and New Alinta Co Sub.

1.2 Interpretation
In this Scheme, unless the contrary intention appears or the context requires otherwise:

(a) words and phrases (other than those defined in clause 1.1) have the same meaning (if any) given to them in the
Corporations Act;

(b) the singular includes the plural and vice versa;

(¢) each gender includes the other gender;

(d) references to perscns includes references to individuals, corporations, other bodies corporate or bodies politic;
(e} references to paragraphs or clauses are to a paragraph or clause of this document;

(F} areference to a statute, regulation or agreement is to such a statute, regulation or agreement as from time to time
amended;

{g) areference to a person includes a reference to a person’s executors, administrators, successors, substitutes (including,
without limitation, persons taking by novation) and assigns;

{h} if a time pericd is specified and dates from a given date or the day of an act or event, it is 1o be calculated exclusive of that
day;

(i) areference to a day is to be interpreted as the period of time commencing at midnight and ending 24 hours later;
{jy areference to any time is a reference to that time in Sydney, Australia;

(k) areference to dollars’ or "3 is to the lawful currency of the Commonwealth of Australia;

(I} areference to a documment is that document as varied, novated, ratified or replaced from time to time;

{m) the interpretation of a substantive provision is not affected by any heading; and
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(n) “includes’ in any form is not a word of limitation.
1.3 Business Day

Except where otherwise expressly provided, where the day on which any act, matter or thing is to be done is a day other than
a Business Day, that act, matter or thing shall be done an the next Business Day.

2 Conditions
2.1 Conditions precedent to the Scheme
This Scheme is conditional upon the satisfaction of each of the following conditions precedent:

{a) each condition precedent set out in clause 3.1 of the Merger Implementation Agreement, other than the condition
precedent set out in clause 3.1(a), is satished or, subject to the terms of the Merger Implementation Agreement, waived or
taken to have been waived;

(b} Alinta Group Holdings Pty Limited ABN 34 117 660 081 (formeriy called Zeboh Pty Limited) is registered in the AGL Share
Register as the holder of the Excluded AGL Shares on the Second Court Date; and

(c) the Effective Date for this Scheme occurs on the same date as the date on which an office copy of the Court order
approving the Alinta Scheme, under section 411(4)(b) of the Corporations Act, is lodged with ASIC pursuant to section
411(310) of the Corporations Act, or if an earlier date is specified in the Court order for the coming into effect of the Alinta
Scheme, that earlier date.

2.2 Certificate in relation to conditions

AGL must provide to the Court on the Second Court Date a certificate which is authorised by the AGL Board and signed by at
least cre AGL Director (or such other evidence as the Court may request) confirming whether or not the conditions precedent
set out in clause 3.7 of the Merger Implementation Agreement, other than the condition precedent set out in clause 3.1(a),
have been satisfied or, subject to the terms of that agreement, waived or taken to be waived. The certificate constitutes
conclusive evidence that such conditions precedent are satisfied, waived or taken to be waived.

2.3 Effective Date

This Scheme takes effect on the Effective Date.

2.4 End Date

This Scheme lapses and has no further force or effect if the Effective Date is not on or before 31 December 2006 (or such

later date agreed by AGL and Alinta in writing and, if required, approved by the Court).

3 Scheme
3.1 The Scheme

{a) The Scheme Shares, together with all rights and entitlements attaching to those shares as at the Implementation Date,
will, without the need for any further act by any Scheme Participant (other than acts performed by AGL or its directors
as attorney or agent for Scheme Participants under clauses 3.3 and 5.1), be transferred to New Alinta Co Sub on the
Implementation Date (but only after the New Alinta Co Ordinary Share Register has been updated to record the issue of
the Alinta Scheme Consideration pursuant to clause 3.5(a) of the Alinta Scheme) and the transfer wilt be deemed to be
effective immediately after the time on the Implementation Date that the New Alinta Co Ordinary Share Register has been
updated to record the issue of the Alinta Scherme Consideration pursuant to clause 3.5(a) of the Alinta Scheme.

(b} Each Scheme Participant shall, subject to the terms of the Scheme, for each Scheme Share held by that Scheme Participant
be issued with the fraction of a New Alinta Co Ordinary Share given by the Net Merger Value divided by $10.80 divided by
the number of Scheme Shares on issue at the Record Date.

(c) Each Scheme Participant shall, subject to the terms of the Scheme, be issued with one New Alinta Co Converting Share for
each Scheme Share held by that Scheme Participant,

The Australian Gas Light Cormpany Scheme Booklet ~ Part 2

o




Page 267 of 457 Docld: SE1581032 ACN :115 061 375

(d) New Alinta Co will not issue fractional New Alinta Co Ordinary Shares under the Scheme. If a Scheme Participant becomes
entitled to a fraction of a New Alinta Co Ordinary Share then the number of New Alinta Co Ordinary Shares to be issued to
that Schemne Participant will, subject to paragraph (¢}, be rounded up or down to the nearest whole number of New Alinta
Co Ordinary Shares, with fractions of 0:5 rounded up to the nearest whole number of New Alinta Co Ordinary Shares.

—

(e) If either AGL or Alinta reasonably believes that an AGL Shareholder has manipulated its holding of AGL Shares to take
advantage of the rounding up (for example by splitting one holding of AGL Shares intc a number of holdings of AGL Shares)
then all fractional entitlements of that AGL Shareholder will be aggregated and rounded down, in all cases, to the nearest

whole number of New Alinta Co Ordinary Shares.
3.2 Buy Back of New Alinta Co Converting Shares

(a) ©On the Implementation Date, after AGL has registered New Alinta Co Sub as the holder of the Scheme Shares in the AGL
Register under clause 3.6(c), New Alinta Co will Buy Back all the New Alinta Co Converting Shares that are held by the New
Alinta Co Converting Sharehoiders on the Buy Back Record Date.

(b) AGL Energy must issue to each Buy Back Participant one AGL Energy Share for each New Alinta Co Converting Share that is
bought back from a Buy Back Participant under the Buy Back.

3.3 Transfer of Scheme Shares

For the purpose of transferring the Scheme Shares to New Alinta Co Sub in accordance with clause 3.1(a), each Scheme
Participant irrevocably appoints AGL and each AGL Director severally as its true and lawful attorney, with effect from the
Effective Date with power:

(a) in the case of Scheme Shares in a CHESS Holding:

(i) tocause a message to be transmitted to ASTC in accordance with ASTC Settlement Rules so as to transfer to New
Alinta Co Sub the Scheme Shares held by the Scheme Participant from the CHESS sub-register of AGL to the issuer
sponsored sub-register cperated by AGL notwithstanding that, at the time of such transfer, the Scheme Consideration
which is due under this Scheme has not been provided to the Scheme Participants; or

(i) tocomplete and sign on behalf of Scheme Participants any required form of transfer to New Alinta Co Sub of such
shares (which may be a master transfer of all Scheme Shares);

{b) in the case of Scheme Shares that are registered in the issuer sponscred sub-register operated by the AGL Share Reqistry,
to complete and sign on behalf of Scheme Participants any required form for the transfer to New Afinta Co Sub of such
shares {which may be a master transfer of all Scheme Shares); and

{c) inthe case of all Scheme Shares, to exercise all powers and rights which the Scheme Participant could lawfully exercise
as the registered holder of the Scheme Shares including without limitation attending and voting at any meeting of AGL
(which meeting the Scheme Participant undertakes not to otherwise attend or vote at in person or by proxy or other
representative), requisitioning any meeting of AGL and doing all things incidental and anciltary to any of the foregoing and it
is acknowledged and agreed that in exercising such powers the attorney may act in the interests of New Alinta Co Sub as
the intended registered helder of those shares.

3.4 Issue of Scheme Consideration

New Alinta Cc must allot and issue the Scheme Consideration ta the Scheme Participants in accordance with, but subject to the
terms of, this Scheme cn the Implementation Date.

3.5 tneligible Overseas AGL Shareholders

(&) Theright to receive Scheme Consideration in accardance with clause 3.1 will not be available to an Ineligible Overseas AGL
Shareholder.

(b) The Scherme Censideration that would, but for clause 3.5(a), have been issued to an Ineligible Overseas AGL. Shareholder
will instead be issued to a person nominated by AGL and Alinta (Nominee) and the following provisions of this clause 3.5
shall apply.
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(c) Where the Nominee is issued with New Alinta Co Ordinary Shares under paragraph {b), AGL shall cause the Nominee:

(i) as soon as reasonably practicable, but in any event within 20 Business Days after the Implementation Date, to offer all
such New Alinta Co Ordinary Shares for sale on ASX in such manner, at such price or prices and on such other terms as
the Nominee determines in good faith (and at the risk of the Ineligible Overseas AGL Shareholder). For the avoidance
of doubt, such a sale may be made during the period when the New Alinta Co Ordinary Shares are being quoted for
trading on ASX on a deferred settlement basis; and

(i) within 5 Business Days after the receipt by the Nominee of the whole of the proceeds of sale of all such New Alinta Co
Crdinary Shares, to remit the proceeds of such sale of all such New Alinta Co Ordinary Shares {after deduction of any
fees and taxes or other charges or costs of sale) to AGL.

{d} Within 5 Business Days after the receipt by AGL of the remittance under clause 3.5(c)(ii), AGL must do all things required
to ensure the payment by cheque in Australian doliars to each [neligible Overseas AGL Shareholder of that proportion of
the net proceeds of sale (after deduction of any fees and taxes or other charges or costs of sale) of all such New Alinta
Co Ordinary Shares as is equal tc the proportion that the number of New Alinta Co Ordinary Shares issued to the Nominee
under clause 3.5(b) in respect of that Ineligible Overseas AGL Shareholder bears to the total number of New Alinta Co
Ordinary Shares issued to the Nominee under clause 3.5(b) in respect of all such Ineligible Cverseas AGL Shareholders,

{e) Where AGL Energy Shares are issued to the Nominee by way of consideration for the Buy Back of New Alinta Co
Converting Shares that are issued to the Nominee under clause 3.5(b), AGL shall cause the Nominee:

(i) as soon as reasonably practicable, but in any event within 20 Business Days after the implementation Date, to
offer all such shares for sale on ASX in such manner, at such price or prices and on such cther terms as the Nominee
determines in gocd faith (and at the risk of the [neligible Overseas AGL Sharehcider}. For the avoidance of doubt
such a sale may be made during the period when the AGL Energy Shares are being quoted for trading on a deferred
settlement basis; and

(i} within 5 Business Days after the receipt by the Nominee of the whole of the proceeds of sale of all such AGL Energy
Shares, to remit the proceeds of such sale of all such AGL Energy Shares (after deduction of any fees and taxes or
other charges or costs of sale) to AGL.

(f) Within 5 Business Days after the receipt by AGL of the remittance under clause 3.5(e)(ii), AGL must do all things required
to ensure the payment by cheque in Australian dollars to each Ineligible Overseas AGL Shareholder of that proportion of the
net proceeds of sale (after deduction of any fees and taxes or other charges or costs of sale) of all such AGL Energy Shares
as is equal to the proportion that the number of the New Alinta Co Converting Shares issued to the Nominee under clause
3.5(b) in respect of that tneligible Overseas AGL Shareholder bears to the total number of New Alinta Co Converting Shares
issued to the Mominee under clause 3.5(b) in respect of all such Ineligible Overseas AGL Shareholders.

(9) Each Ineligible Cverseas AGL Shareholder appoints AGL &s its agent to receive on its behalf any financial services guide
or other notices which may be given by the Nominee to Ineligible Cverseas AGL Shareholders.

3.6 Registration and Holding Statements

(a) New Alinta Co must register, or cause to be registered, the Scheme Participants (cther than the ineligible Overseas AGL
Shareholders) and the Nomiree (in respect of the Ineligible Overseas AGL Shareholders), as the holders of the New Alinta
Co Ordinary Shares to which they become entitled under this Scheme on either an uncertificated issuer sponsored sub-
register of New Alinta Co Ordinary Shares cperated by New Alinta Co or on an uncertificated CHESS sub-register of New
Alinta Co Ordinary Shares operated by New Alinta Ce, as determined by New Alinta Co in its absolute discretion, such
regisiration to occur on the Implementation Date, immediately after the transfer of the Scheme Shares to New Alinta Co
Sub takes effect under clause 3.1{a).

(b) New Alinta Co must register, or cause to be registered, the Scheme Participants {cther than the Ineligible Overseas AGL
Shareholders} and the Nominee (in respect of the Ineligible Overseas AGL Shareholders), as the holders of the New Alinta
Co Converting Shares, to which they become entitled under this Scheme on the New Alinta Ce Converting Share Register
such registration to occur on the Implementation Date, immediately after the transfer of the Scheme Shares to New Alinta
Co Sub takes effect under clause 3.1(a).
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(c) Onthe Implementation Date, immediately after Alinta has in accordance with clause 3.5(b) of the Alinta Scheme registered
New Alinta Co Sub as the holder of the Alinta Scheme Shares in the Alinta Share Register, New Alinta Co Sub must (as
transferee} execute the share transfer forms (or master share transfer form) referred to in clauses 3.3(a) and 3.3(b) and
must deliver that executed form or those executed forms to AGL for registration, and AGL must then immediately register
New Alinta Co Sub as the holder of the Scheme Shares in the AGL Share Register.

(d} AGL Energy must register, or cause to be registered, the Buy Back Participants as the holders of the AGL Energy Shares to
which they become entitled under the Buy Back on either an uncertificatec issuer sponsored sub-register of AGL Energy
- Shares operated by AGL Energy or on an uncertificated CHESS sub-register of AGL Energy Shares operated by AGL Energy,
as determined by AGL Energy in its absolute discretion, such registration to occur within 5 Business Days after the Buy
Back Record Date.

{e) On, or as soon as practicable after, the Implementation Date, New Alinta Co must forward holding statements or notices
confirming the issue and alletment of New Alinta Co Ordinary Shares to the Scheme Participants, including to the Nominee
in respect of the Ineligible Overseas AGL Shareholders, who become entitled to those securities under this Scheme.

(f) No share certificates or holding statements are to be sent to the Scheme Participants, including the Nominee in respect of
the Ineligible Overseas AGL Sharehclders, for the New Alinta Co Converting Shares that are to be issued to them under the
Scheme,

(g) Within 5 Business Days after the Buy Back Record Date, AGL must cause AGL Frergy to forward holding statements or
notices confirming the issue and allotment of the AGL Energy Shares to the Buy Back Participants who becorme entitled to
those securities under the Buy Back.

(h) Holding staterments or notices confirming the issue and allotrment of New Alinta Co Ordinary Shares and AGL Energy Shares
are to be sent respectively to the Scheme Participants (other than Inefigible Overseas AGL Shareholders) or to the Nominee
(in respect of the Ineligible Overseas AGL Shareholders) as the case may be and to the Buy Back Participants by prepaid
post to their Registered Address and in the case of Scheme Participants and Buy Back Participants that are joint holders
of AGL Shares such holding statements or notices must be forwarded to the holder whose name appears first in the AGL
Share Register on the Record Date.

(i} FEach Scheme Participant agrees for all purposes to becoming a member of New Alinta Co without the need for further act
on its part and each of them agrees to be bound by the Constitution of New Alinta Co.

(j} EachBuy Back Participant agrees for all purposes to becoming a member of AGL Energy without the need for further act
on its part and each of themn agrees to be bound by the Constitution of AGL Energy.

4 Dealings in AGL Shares
4.1 Dealings in AGL Shares by Scheme Participants

For the purposes of establishing whe is a Scheme Participant, dealings in AGL Shares will be recognised by AGL provided that:

(a) in the case of dealings of the type to be effected on CHESS, the transferee is registered as the holder of the relevant AGL
Shares on or before the Record Date; or

(b) in all other cases, registrable transfer or transmission applications in respect of those dealings are received at the place
where the AGL Share Register is kept on or before the Record Date,

and AGL will not accept for registration or recognise for the purpose of establishing who are Scheme Participants any transfer
or transmission application in respect of AGL Shares received after the Record Date.

4.2 AGL Share Register

For the purpose of determining entitlernents to participate in this Scheme, AGL must maintain the AGL Share Register in
accordance with the provisions of this clause 4 and the AGL Share Register in this form and the terms of this Scheme solely
determine the entitlements to the Scheme Consideration.
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4.3 Registration of holdings

AGL must register any registrable transfer or transmission applications received in accordance with clause 4.1(b} on or before
the Record Date.

4.4 Holding statements no effect from Record Date

From the Record Date, all holding statements for Scheme Shares as at the Record Date will cease to have effect as documents
of title, and each entry on the AGL Share Register at the Record Date will cease to have any effect other than as evidence of
the entitlements of Scheme Participants to the Scheme Consideration. :

4.5 AGL to provide contact information for Scheme Participants

As soon as practicable after the Record Date and in any event at least 3 Business Days before the Implernentation Date, AGL
will give to New Alinta Co or procure that New Alinta Co be given details of the name, Registered Address and the number of
AGL Shares held by each Scheme Participant, as shown in the AGL Share Register at the Record Date, in whatever form New
Alinta Co reasonably requires.

4.6 Excluded AGL Shares

Alinta must ensure that Alinta Group Holdings Pty Limited ABN 34 117 660 081 (formerly called Zeboh Pty Limited)
is registered in the AGL Share Register as the holder of the Excluded AGL Shares on the Record Date.

5 General provisions

5.1 Appointment of agent and attorney

_Each Scheme Participant without the need for any further act on their part, irrevocably appoints AGL and any of its directors

as its agent and attorney for the purpose of:

{a) executing any document or doing any other act necessary to give effect to the terms of this Scherne;
(b) enforcing the New Alinta Co Deed Fall against New Alinta Co;

(c) enforcing the AGL Energy Deed Poll against AGL Energy;

(d} enforcing the Nominee Deed Poll against Nominee; and

(e) approving the Buy Back, including voting at any meeting of New Alinta Co convened for that purpose, consenting to that
meeting being held on short notice and executing any documents necessary or desirable to give effect to the Buy Back
of the New Alinta Co Converting Shares issued to thermn under the Scheme and undertakes not to otherwise attend or vote
in person or by proxy or other representative at such meeting,

and AGL accepts such appointment. AGL, as agent of each Scheme Participant, may sub-delegate its functions under this
clause 5.1 to all or any of its directors and secretaries (jointly or severally).

5.2 Enforcement of Deeds Poll

AGL undertakes in favour of each Scheme Participant that it will enforce the New Alinta Co Deed Poll against New Alinta Co,
the AGL Energy Deed Poll against AGL Energy and the Nominee Ceed Poll against the Nominee in each case on behalf of and
as agent and attorney for the Scheme Participants.

5.3 Free of encumbrances

Each Scheme Participant is deemed to have warranted to New Alinta Co Sub and New Alinta Co that all their Scheme Shares
(including any rights attaching to those shares) that are transferred to New Alinta Co Sub under this Scheme are, at the date of
transfer, fully caid and free from all mortgages, charges, liens, encumbrances and interests of third parties of any kind, whether
legal or otherwise, and restrictions on transfer of any kind, and that they have full power and capacity to sell and to transfer
their Scheme Shares together with any rights attaching to those shares.
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5.4 Instructions to AGL

All binding instructions or notifications between a Scheme Participant (other than an Ineligible Overseas AGL Shareholder)
and AGL. relating to Scheme Shares or a Scheme Participant’s status as an AGL Shareholder (including, without limitation, any
instructions relating to communications from AGL and whether dividends are to be paid by cheque or into a specified bank
account) will, to the extent permitted, from the Record Date be deemed, by reason of the Scheme, to be similarly binding
instructions or notifications to, and accepted by, New Alinta Co and AGL Energy in respect of respectively the New Alinta Co
Ordinary Shares, the New Alinta Co Converting Shares and the AGL Energy Shares that are issued to the Scheme Participants
under the Scheme or Buy Back until those instructions or notifications are, in each case, revoked or amended in writing
addressed to, as applicable, New Alinta Co or AGL Energy (at its registered address from time to time).

5 5 Scheme Participants’ consent
Each Scheme Participant:

(a) consents to AGL doing all things necessary and executing all deeds, instruments, transfers or other documents as may
be necessary, incidental or expedient to the implementation and performance of the Scheme and AGL, as agent of each
Scheme Participant may sub-delegate its functions under this clause 5.5(a) to any of its directars and officers, jointly and
severally;

(b) acknowledges that the Scheme binds AGL and all of the AGL Shareholders from time to time (including those who do not
attend the Scheme Meetings, do not vote at that meeting or vote against the Scheme); and

(c) agrees to the transfer of their AGL Shares, together with all rights and entitlements attaching to those AGL Shares as at the
Implementation Date, to New Alinta Co Sub, in accordance with the Scheme,

5.6 Amendments to the Scheme

if the Court proposes to approve the Scheme subject to any alterations or conditions, AGL may, by its counsel or solicitors,
and with the consent of New Alinta Co and AGL Energy, consent to those alterations or conditions on behalf of all persens
concerned, including a Scheme Participant,

5.7 Dealings in New Alinta Co Converting Shares

Except for or in connection with the Buy Back Agreement that is entered into in respect of the New Alinta Co Converting Shares
that are issued under the Scheme, AGL wilt procure that, prior to completion of the Buy Back, New Alfinta Co does not accept for
registration or recognise any dealings in respect of New Alinta Co Converting Shares (or any interest in such shares) and no such
dealings are permitted.

6 General
6.1 Inconsistencies

To the extent of inconsistency between this Scheme and the AGL Constitution, this Scheme overrides the AGL Constitution
and binds AGL and all AGL Shareholders.

6.2 Further assurance

AGL will execute all deeds and other documents and do all acts and things necessary or expedient for the implementation and
performance of this Scheme and will, on behalf of Scheme Participants, procure New Alinta Co and AGL Energy to execute all

documents and do all acts and things necessary or desirable for the implementation and performance of the steps attributed

to New Alinta Co and AGL Energy under this Scheme and the Buy Back.

6.3 Costs

Any costs, and any stamp duty and any related fines or penalties, which are payable on or in respect of this Scheme or on any
document referred to in this Scheme or the Buy Back Agreement will be paid as provided for in clauses 33.2 and 33.3 of the
Merger Implementation Agreement. For the avoidance of doubt, the Scheme Participants do not have to pay any stamp duty,
related fines or penalties which are payable on or in respect of this Scheme or any decument referrad to in this Scheme or the
Buy Back Agreement.
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6.4 GST

AGL must pay to the Scheme Participants an amount equal to any G5T for which the Scheme Participants are liable on any
supply by the Scheme Participants under or in connection with the Scheme, without deduction or set off of any other amounit.

6.5 Governing law
This Scheme is governed by the laws of the State of New South Wales, Australia.
6.6 Official quotation of AGL Energy Shares

AGL will procure that, on or before the date that the Booklet is despatched to AGL Shareholders, AGL Energy applies to ASX

for admission of AGL Energy to the official list of ASX and for AGL Energy Shares to be quoted on ASX (initially on a deferred
settlement basis), in each case conditional upon the Court approving this Scheme and the Alinta Scheme pursuant to section
411(4)(b) of the Corporations Act.

6.7 Notices
Any notice or other communication to AGL in respect of this Scheme must be inlegible writing and in English and:
(a) addressed as shown below:
Attention:  Company Secretary
Address: 72 Christie Street, St Lecnards NSW 2065
Fax no: +61 29921 2552;
(b) must be signed by the person making the communication or by a person duly authorised by that person;

(c) must be delivered or posted by prepaid post te the address, or sent by fax to the fax number, of AGL in accordance with
clause 6.7(a); and

(d) will be regarded as received by AGL:

(i} if sent by fax, at the local time (in the place of receipt of that fax) which then equates to the time at which that fax
is sent as shown on the transmission report which is produced by the machine from which that fax is sent and which
confirms transmission of that fax in its entirety, unless that local time is not a Business Day, or is after 5:00pmona
Business Day, in which case that communication will be regarded as received at 9:00am on the next Business Day; and

(i) in any other case, on delivery at the address of AGL as provided in clause 6.7(a), unless that delivery is not made
on a.Business Day, or after 5:00pm on a Business Day, in which case that communication will be regarded as received
at 9:00am on the next Business Day.

6.8 Lodgement of Court Order with ASIC

AGL must lodge with ASIC an office copy of the Court order that approves this Scheme under section 411(4)(b)
of the Corporations Act by 5.00pm on the second Business Day after the day on which the Court approves this Scheme.
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ANNEXURE B
AGL Energy Deed Poll

Deed Poll made on 28 August 2006

Parties

1 AGL Energy Limited ACN 115 061 375 of 72 Christie Street, St Leonards, NSW, 2065 (AGL Energy)

2 The holders of fully paid ordinary shares other than the Excluded AGL Shares in The Australian Gas Light Company ABN 95
052 167 405 (AGL) as at the Record Date {Scheme Participants)

Recitals

A AGL has proposed the Scheme.

B AGL Energy is entering into this Deed Pcll for the purpose of covenanting in favour of Scheme Participants te parform the
steps attributed to it under the Scheme.

The parties agree

1 Definitions and interpretation
1.1 Definitions
in this Deed Poll:

(a) Scheme means the proposed scheme of arrangement between AGL and the holders of fully paid ordinary shares in AGL,
subject to any alterations or conditions made or required by the Federal Court of Australia pursuant to section 411 of the
Corporations Act 2001 (Cth); and

(b} words and phrases used in this Deed Poll have the same meaning as they are defined to have in the Scheme.
1.2 Interpretation
In this Deed Poll, unless the contrary intention appears or the context requires otherwise:

{(a) words and phrases (other than those defined in clause 1.1) have the same meaning (if any)} given to them in the
Corporations Act;

(b} the singular includes the plural and vice versa;

{c) each gender includes the other gender;

{d} references to persons include references to individuals, corparations, other bodies corporate or bedies politic;
{e) references to paragraphs or clauses are to a paragraph or clause of this Deed Poll;

(f) areference to a statute, requlation or agreement is to such a statute, regulation or agreement as from time to time
amended;

{g) areference to a person includes a reference to a person’s executors, administrators, successors, substitutes (including,
without limitation, persons taking by novation) and assigns;

(h) if a time period is specified and dates from a given date or the day of an act or event, it is to be calculated exclusive
of that day;

(i) areference to aday is to be interpreted as the period of time commencing at midnight and ending 24 hours later;

(j) areference to any time is a reference to that time in Sydney, Australia;
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(k) areference to 'dollar’ or '3’ is to the fawful currency of the Commonwealth of Australia;

(1) areference to any docurment (including this Deed Poll) is to that document as varied, novated, ratified or replaced from
time to time;

{m) the interpretation of a substantive provision is not affected by any heading; and
{n) ‘includes’in any form is not a word of limitation.

1.3 Nature of Deed Poll

AGL Energy acknowledges tha'.t:

(a) this Deed Poll may be relied on and enforced by any Scheme Participant in accordance with its terms even though the
Scheme Participants are not party to it;

(b} under the Scheme, each Scheme Participant irrevocably appeints AGL and any of the AGL directors as its agent and
attorney, inter alia, to enforce this Deed Poll against AGL Energy; and

(c) AGL and any of the AGL directors may enforce this Deed Poll against AGL Energy in their own name notwithstanding that
AGL and the AGL directors are not a garty 1o this Deed Poll.

2 Conditions

2.1 Conditions

AGL Energy's obligations under this Deed Poll are subject to the following conditions precedent:

(a) the Scheme being approved by the Court, subject to such alterations or conditions as the Court thinks just, and a copy
of the order of the Court approving the Scheme being lodged with ASIC pursuant to section 41 1(10) of the Corporations
Act;

(b) AGL Energy receiving from AGL the AGL Promissory Note under clause 4 of the Buy Back Agreement; and
{c} AGL Energy being admitted to the official list of ASX,
2.2 Termination

If the conditions precedent in clause 2.1 are not satisfied on or before 31 December 2006 {or such later date agreed by AGL
and Alinta in writing and, if required, approved by the Court), AGL Energy’s obligations under this Deed Poll automatically
terminate and AGL Energy will be under no obligation to aliot or issue any AGL Energy Shares under this Deed Poll.

2.3 Consequences of termination

If this Deed Poll is terminated under clause 2.2 then, in addition and without prejudice to any other rights, powers or remedies,
AGL Energy, is released from its obligations to further perform this Deed Poll except those obligations under clause 9.1.

3 Obligation to issue AGL Energy Shares and share registry matters

3.1 Obligation to issue AGL Energy Shares

Subject to clause 2 and in accordance with the provisions of the Merger Implementation Agreement, the Transaction
Implementation Deed and clause 3.2 of the Scheme, AGL Energy will allot and issue to each Buy Back Participant one AGL
Energy Share for each Alinta Merge Co Converting Share that is bought back from a Buy Back Participant under the Buy Back.

3.2 AGL Energy Share Register and holding statements

AGL Energy must reqister or cause to be reqgistered the Buy Back Participants as the helders of the AGL Energy Shares to which
they become entitled under the Buy Back in accordance with clause 3.6(d) of the Scheme and forward holding statements or
notices confirming the issue and allotment of such shares to the Buy Back Participants in accordance with clauses 3.6(g) and (h)
of the Scheme.
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4 Obligations in respect of Buy Back Agreement

Subject to approval by the members of New Alinta Co in accordance with section 2570 of the Corporations Act, AGL Energy
covenants in favour of the Scheme Participants to execute the Buy Back Agreement and to perform all steps required to be
performed by it under, and otherwise comply with, the Buy Back Agreement.

5 Other obligations of AGL Energy

AGL Energy covenants in favour of the Scheme Participants to perform all other steps attributed to it under, and otherwise

to comply with, the Scheme as if named as a party to the Scheme. _
6 Warranties

AGL Energy represents and warrants that:

(a) itis acorporation validly existing under the laws of its place of registration;

(b) it has the corporate power to enter into and perform its obiigations under this Deed Poll and to carry out the transactions
contemplated by this Deed Poll;

(<) it has taken all necessary corporate action to authorise its entry into this Deed Poll and has taken or will take all necessary
corperate action to authorise the performance of this Deed Poll and to carry out the transactions contemplated by this
Deed Poll; and

(&) this Deed Poll is valid and binding on it.

7 Continuing obligations
This Deed Poll is irrevocable and, subject to clause 2, remains in full force and effect until:
{a) AGL Energy has fully performed its obligations under this Deed Poll; or

{b  the earlier termination of this Deed Poll under ¢lause 2.

8 Notices
Any notice or other communication to AGL Energy in respect of this Deed Poll must be in legible writing and in English and:
{a) addressed as shown below:

Attention:  Company Secretary

Address: 72 Christie Street,
St Leonards NSW 2065

Fax no: +61 29921 2552;
{b} must be signed by the person making the communication or by a person duly authorised by that person;

{c¢) must be delivered or posted by prepaid post to the address, or sent by fax to the fax number, of AGL Energy in accordance
with clause 8(a); and

(d) will be regarded as received by AGL Energy:

(i) if sent by fax, at the locat time (in the place of receipt of that fax) which then equates to the time at which that fax
is sent as shown on the transmission report which is produced by the machine from which that fax is sent and which
confirms transmission of that fax in its entirety, unless that local time is not a Business Day, or is after 5:00pm on a
Business Day, in which case that communication will be regarded as received at 9:00am on the next Business Day; and

(ii) in any other case, on delivery at the address of AGL Energy as provided in clause 8(a), unless that delivery is not made
on a Business Day, or after 5:00pm on a Business Day, in which case that communication will be regarded as received
at 9:00am cn the next Business Day.
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9 General
9.1 Stamp duty

AGL Energy acknowledges that any stamp duty and any related fines or penalties which are payable on or in respect of this
Deed Poll will be paid as provided for in clause 33.2 of the Merger Implementation Agreement.

9.2 Governing law and jurisdiction

(a) This Deed Pollis governed by the laws of the State of New South Wales, Australia.

(b) AGL Energy irrevocably submits to the non-exclusive jurisdiction of the courts of New South Wales, Australia.
9.3 Waiver

(a) Waiver of any right arising from a breach of this Deed Poll or of any right, power, authority, discretion or remedy arising
upon default under this Deed Poll must be in writing and signed by the party granting the waiver.

{(b) Afailure or defay in exercise, or partial exercise, of:
(i) aright arising from a breach of this Deed Poll; or
(i) a right, power, authority, discretion or remedy created or arising upon default under this Deed Poll,
does not result in a waiver of that right, power, authority, discretion or remedy.

(c) Aparty is not entitied to rely on a delay in the exercise or non-exercise of a right, power, authority, discretion or remedy
arising from a breach of this Deed Pcll or on a default under this Deed Poll as constituting a waiver of that right, power,
authority, discretion or remedy.

{d} A party may not rely on any conduct of another party as a defence to exercise of a right, power, authority, discretion or
remedy by that other party.

(e) This clause may not itself be waived except in writing.

9.4 Variation

A provision of this Deed Poll may not be varied unless:

(a) before the Second Court Date, the variation is agreed to in writing by AGL and Alinta; or

(b) oncr after the Second Court Date, the variation is agreed to in writing by AGL and Alinta and is approved by the Court,

in which event AGL Energy will enter into a further deed poll in favour of the Scheme Participants giving effect to the
amendment.

9.5 Cumulative rights

The rights, pawers and remedies of AGL Energy and the Scheme Participants under this Deed Pell are cumulative and do not
exclude any other rights, powers or remedies provided by the law independently of this Deed Poll.

9.6 Assignment

The rights and obligations of AGL Energy and the rights of each Scheme Part|<:|pant under this Deed Poll are personal and must
not be assigned or otherwise dealt with at law or in equity.

9.7 Further action
AGL Energy will promptly do all things and execute all further documents necessary to give effect to this Deed Poll.

9.8 GST

AGL Energy must pay to the Scheme Participants an amount equal to any GST for which the Scherme Participants are liable on any
supply by the Scheme Pariicipants under or in connection with this Deed Poll, without deduction or set off of any other amount.
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ANNEXURE C
New Alinta Deed Poll

Deed Poll made cn 28 August 2006

Parties
Alinta Mergeco Limited ACN 119 985 590 of Level 7, 1 William Street, Perth, WA 6000 (New Alinta Co)

The holders of fully paid ordinary shares in Alinta Limited ABN 40 087 857 001 of Level 7, 1 William Street, Perth, WA 6000
(Alinta) as at the Record Date (Alinta Scheme Participants}

The hotders of fully paid ordinary shares other than the Excluded AGL Shares in The Australian Gas Light Company ABN 95 052
167 405 {AGL) as at the Record Date (AGL Scheme Participants).

Recitals

A. Alinta has proposed the Alinta Scheme.

B. AGL has proposed the AGL Scheme.

C. New Alinta Co is entering into this Deed Poll for the purpose of covenanting in favour of Alinta Scheme Participants and
AGL Scheme Participants to perform the steps attributed to it under the Alinta Scheme and AGL Scheme respectively.

Operative provisions

1. Definitions and interpretation
1.1 Definitions
In this Deed Palk:

(a) Alinta Scheme means the propased scheme of arrangement between Alinta and the halders of fully paid ordinary shares
in Alinta,.subject to any alterations or conditions made or required by the Federal Court of Australia pursuant to section 411
of the Corporations Act in the form annexed to this Deed Poll as annexure A;

(b) Alinta Scheme Share means all Alinta Shares on issue at the Record Date;

(c) AGL Scheme means the proposed scherne of arrangement between AGL and the holders of fully paid ordinary shares in
AGL, subject to any alterations or conditions made or required by the Federal Court of Australia pursuant to section 411
of the Corporations Act in the form annexed to this Deed Poll as annexure B;

{d) AGL Scheme Share means all AGL Shares onissue at the Record Date other than the Excluded AGL Shares;

(e) Buy Back Agreement means the agreement of that name between New Alinta Co, AGL Energy and the holders of New
Alinta Co Converting Shares to be entered inte under and in accordance with the constitution of New Alinta Co;

(f) CE Share Capital Account means the separate share capital account that New Alinta Co is obliged to maintain in refation
to the New Alinta Cc Cenverting Shares;

(g} words and phrases used in this Deed Poll have the same meaning as they are defined to have in the Alinta Schemne and the
AGL Scheme, as the case may be.
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1.2 interpretation
In this Deed Pall, unless the contrary intention appears or the context requires otherwise:

(a) words and phrases {other than those defined in clause 1.1) have the same meaning (if any) given to them in the
Corporations Act;

(b) the singular includes the plural and vice versa;

(c) each gender includes the other gender;

(d) references to persons include references te individuals, corporations, other bodies corporate ar bodies politic;
(e) references to paragraphs or clauses are to a péragraph or clause of this Deed Pol};

(f) areference to a statute, regulation or agreement is to such a statute, regulation or agreement as from time to time
amended;

(g) areference to a person includes a reference to a person’s executors, administrators, successors, substitutes (including,
without limitation, persons taking by novation) and assigns;

(k) if a time period 1s specified and dates from a given date or the day of an act or event, it is to be calculated exclusive of that
day;

(i) areference to a day is to be interpreted as the period of time commencing at midnight and ending 24 hours later;
() areference to any tirme is a reference to that time in Sydney, Australia;
{k) areference to dollar or $ is to the lawful currency of the Commenwealth of Australia;

() areference to any document {including this Geed Poll} is to that document as varied, novated, ratified or replaced from
time to time;

(m) the interpretaticn of a substantive provision is not affected by any heading; and
(n) ‘includes’in any form is not a word of limitation.

1.3 Nature of Deed Poll

New Alinta Co acknowledges that:

(a} this Deed Poll may be relied on and enforced by any Alinta Scheme Participant or AGL Scheme Participant in accordance
with its terms even though the Alinta Scheme Participants and AGL Scherne Participants are not party to it;

(b) under the Alinta Scheme, each Alinta Scheme Participant irrevocably appoints Alinta and any of the Alinta directors as its
agent and attorney, inter alia, to enforce this Deed Poll against New Alinta Co;

(¢} under the AGL Scheme, each AGL Scheme Participant irrevocably appoints AGL and any of the AGL directors as its agent
and attorney, inter alia, to enforce this Deed Poll against New Ainta Co;

(d) Alinta and any of the Alinta directors may enferce this Deed Poll against New Alinta Co in their own name notwithstanding
that Alinta and the Alinta directers are not a party to this Deed Poll; and

(e) AGL and any of the AGL directors may enforce this Deed Poll against New Alinta Co in their own name notwithstanding that
AGL and the AGL directors are not a party to this Deed Poll
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2. Conditions
2.1 Conditions
New Alinta Co’s obligations under this Deed Poll are subject to the following conditions precedent:

(a) the Alinta Scheme being approved by the Court, subject to such alterations or conditions as the Court thinks just, and a
copy of the order of the Court approving the Alinta Scheme being lodged with ASIC pursuant to section 411(10) of the
Corporations Act;

(b) the AGL Scheme being approved by the Court, subject to such alterations or conditions as the Court thinks just, and a
copy of the order of the Court approving the AGL Scheme being lodged with ASIC pursuant to section 411(10) of the
Corporaticns Act; and

(c} New Alinta Co being admitted to the official list of ASX.
2.2 Termination

If the conditions precedent in clause 2.1 are not satisfied on or before 31 December 2006 (or such later date agreed by Alinta
and AGL in writing and, if required, approved by the Court), New Alinta Co’s obligations under this Deed Poll automatically
terminate and New Alinta Co will be under no obligation to allot or issue any New Alinta Co Ordinary Shares or New Alinta Co
Converting Shares under this Deed Poll.

2.3 Consequences of termination

If this Deed Poll is terminated under clause 2.2 then, in addition and without prejudice to any other rights, powers or remedies,
New Alinta Co is released from its obligations to further perform this Deed Poll except those obligations under clause 9.7.

3. Obligation to issue New Alinta Co Shares and share registry matters
3.1 Obligation to issue New Alinta Co Ordinary Shares to Alinta Scheme Participants

Subject te clause 2 and in accordance with the provisions of the Merger Implementation Agreement, the Transaction
Implementation Deed and clauses 3.1 and 3.3 of the Alinta Scherne, New Alinta Co wilt allot and issue to each Alinta Scheme
Participant one New Alinta Co Ordinary Share for each Alinta Scheme Share held by that Alinta Scheme Participant.

3.2 Obligation to issue New Alinta Co Ordinary Shares and New Alinta Co Converting Shares to AGL Share Participants

Subject to clause 2 and in accordance with the provisions of the Merger Implementation Agreement, the Transaction
Imptementation Deed and clauses 3.1 and 3.4 of the AGL Scheme, New Alinta Co will allot and issue to each AGL Scheme
Participant the Scherme Consideration (as defined in the AGL Scheme) for each AGL Scheme Share held by that AGL Scheme
Participant.

3.3 New Alinta Co to credit CE Share Capital Account

New Alinta Co will credit the issue price of the New Alinta Co Converting Shares, but no other amount, to the CE Share
Capital Account.

3.4 New Alinta Co share registers and holding statements
New Alinta Co must register or cause to be registered:

{a) the Alinta Scheme Participants {other than the Ineligible Overseas Alinta Sharehelders) and the Nominee (in respect of the
Ineligible Overseas Alinta Shareholdars) as the holders of the New Alinta Co Crdinary Shares to which they become entitled
in accordance with clause 3.5(a) of the Alinta Scherme, and forward holding statements or notices confirming the issue and
allotment of such shares to the Alinta Scheme Participants {other than Ineligible Cverseas Alinta Shareholders) or to the
Nominee {in respect of the Ineligible Overseas Alinta Shareholders), and in the case of Alinta Scheme Participants that are
joint holders of Alinta Shares such holding statements or notices must be forwarded to the holder whose name appears
first in the Alinta Share Register on the Record Date in accordance with clauses 3.5(c) and (d) of the Alinta Scheme; and

(b) the AGL Scheme Participants (other than the Ineligible Overseas AGL Shareholders) and the Nominee {in respect of
the Ineligible Overseas AGL Shareholders) as the hoiders of the New Alinta Co Ordinary Shares and New Alinta Co
Converting Shares to which they become entitled in accordance with clauses 3.6(a} and (b) of the AGL Scheme, and
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forward holding statements or notices confirming the issue and allotrment of New Alinta Co Ordinary Shares to the AGL
Scheme Participants (other than Ineligible Overseas AGL Shareholders) or to the Nominee (in respect of the Ineligible
Overseas AGL Shareholders), and in the case of AGL Scheme Participants that are joint holders of AGL Shares such holding
staterments or notices must be forwarded to the holder whose name appears first in the AGL Share Register on the Record
Date in accordance with clauses 3.6(e) and {h).

In accordance with clause 3 .6(F) of the AGL Scheme, no helding statements or notices are to be sent to AGL Scheme
Participants for the Alinta Merge Ce Converting Shares issued tc them under the AGL Scheme.
4. Obligations in respect of Buy Back Agreement

Subject to approval by the members of New Alinta Co in accordance with section 257D of the Cerporations Act, New Alinta Co
covenants in favour of the AGL Scheme Participants to execute the Buy Back Agreement and to perform all steps required to be
performed by it under, and otherwise comply with, the Buy Back Agreement,

5. Other obligations of New Alinta Co
5.1 Official quotation of New Alinta Co Shares

New Alinta Co will, on or before the date that the Alinta Scheme Booklet and AGL Schermne Booklet is despatched to Alinta
Shareholders and AGL Shareholders, respectively, apply for admission of New Alinta Co to the official list of ASX and for New
Alinta Co Ordinary Shares to be quoted on ASX (initially on a deferred settlement basis), in each case conditional upon the Court
approving the Alinta Scheme and the AGL Scheme pursuant to section 411(4}b) of the Corparations Act.

5.2 Execution of share transfer forms by New Alinta Co Sub
New Alinta Co will procure that New Alinta Co Sub:

(a) executes the share transfer form(s) (as transferee) transferring the Alinta Scheme Shares to New Alinta Co Sub and delivers
the executed share transfer form(s) to Alinta in accordance with clause 3.5(b) of the Alinta Scheme; and

(b) executes the share transfer form{(s} (as transferee) transferring the AGL Scheme Shares to New Alinta Co Sub and delivers
the executed share transfer form(s) to AGL in accordance with clause 3.6{c) of the AGL Scherme,

5.3 General
New Alinta Co covenants in favour of:
(2} Alinta Scheme Participants to:

(iy perform all other steps attributed to it under, and otherwise to comply with, the Alinta Scheme as if named as a party
to the Alinta Scheme; and

(i) procure that New Alinta Co Sub performs all steps attributed to it under, and otherwise complies with, the Alinta
Scheme as if named as a party to the Alinta Scherne; and

(b) AGL Scheme Participants to:

(i) perform all other steps attriouted to it under, and otherwise to comply with, the AGL Scheme as if named as a party
to the AGL Schemne; and

(i) procure that New Alinta Co Sub performs all steps attributed to it under, and otherwise complies with, the AGL
Scheme as if named as a party to the AGL Scheme.
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6. Warranties
New Alinta Co represents and warrants that:
(a) itis a corporation validly existing under the laws of its place of registration;

(b) it has the corporate power to enter into and perfarm its obligations under this Deed Poll and to carry cut the transactions
contemplated by this Deed Poll;

(<) it has taken all necessary corporate action to authorise its entry into this Deed Poll and has taken or will take all necessary
corporate action to authorise the performance of this Deed Poll and to carry out the transactions contemplated by this
Deed Poll: and

(d) this Deed Poll is valid and binding on it.

7. Continuing obligations
This Deed Pollis irrevocable and, subject to clause 2, remains in full force and effect until:
(a) New Alinta Co has fully performed its obligations under this Deed Polf; or

(b) the earlier termination of this Deed Poll under clause 2.

8. Notices
Any notice or other communication to New Alinta Co in respect of this Deed Poll must be in legible writing and in English and:
{a) addressed as shown below:

Address: C/- Blake Dawson Waldron
Level 39
101 Collins Street
Melbourne Vic 3000

Fax no; +61396793111
Attention:  Marie McDonald
{(t) must be signed by the persen making the communication or by a person duly authorised by that person;

(c) must be delivered or posted by prepaid post to the address, or sent by fax to the fax number, of New Alinta Co
in accordance with clause 8(a); and

{d) will be regarded as received by New Alinta Co:

() if sent by fax, at the local time (in the place of receipt of that fax) which then equates to the time at which that fax
is sent as shown on the transmission report which is produced by the machine from which that fax is sent and which
confirms transmission of that fax in its entirety, unless that local time is not a Business Day, or is after 5:00pm on a
Business Day, in which case that communicztion will be regarded as received at 9:00am on the next Business Day; and

(i) in any other case, on delivery at the address of New Alinta Co as provided in clause 8(a), unless that delivery is not
made on a Business Day, or after 5:00pm on a Business Day, in which case that commurtication will be regarded as
received at 9:00am on the next Business Day.
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9. General
9.1 Stamp duty

New Alinta Co acknowledges that any stamp duty and any related fines or penalties which are payable on or in respect of this
Deed Pol! will be paid as provided for in clause 33.2 of the Merger Implementation Agreement.

9.2 Governing law and jurisdiction

(a) This Deed Poll is governed by the laws of the State of New South Wales, Australia.

(b) New Alinta Co irrevocably submits te the non-exclusive jurisdiction of the caurts of New South Wales, Australia.
9.3 Waiver

(a) Waiver of any right arising from a treach of this Deed Poll or of any right, power, authority, discretion or remedy arising
upon default under this Deed Pell must be in writing and signed by the party granting the waiver.

(b) A failure or delay in exercise, or partial exercise, of:
(i) aright arising from a breach of this Deed Poll; or
(i) aright, power, authority, discretion ar remedy created or arising upon defauit under this Deed Poll,
does not result in a waiver of that right, power, authority, discretion or remedy.

(c) Aparty is not entitled to rely on a delay in the exercise or non-exercise of a right, power, authority, discretion or remedy
arising from a breach of this Deed Poll or on a default under this Deed Poll as constituting a waiver of that right, power,
authority, discretion or remedy.

(d) A party may not rely on any conduct of another party as a defence to exercise of a right, power, authority, discretion
of remedy by that other party.

(e) This clause may not itself be waived except in writing.

9.4 Variation

A provision of this Deed Poll may not be varied unless:

(a) before the Second Court Date, the variation is agreed to in writing by Alinta and AGL; or

(b) on or after the Second Court Date, the variation is agreed to in writing by Alinta and AGL and is approved by the Court,

in which event New Alinta Co will enter into a further deed poll in favour of the Alinta Schemne Participants and AGL Scherme
Participants giving effect to the amendment.

9.5 Cumulative rights

The rights, powers and remedies of New Alinta Co, the Alinta Scheme Participants and the AGL Scheme Participants under this
Deed Poll are cumulative and do not exclude any other rights, power or remedies provided by the law independently of this
Deed Pell.

9.6 Assignment

The rights and obligations of New Alinta Co and the rights of each Alinta Scheme Participant and each AGL Scheme Participant
under this Deed Poll are personal and must not be assigned or otherwise dealt with at law or in equity.

9.7 Further action
New Alinta Co will promptly do ali things and execute all further documents necessary to give effect to this Deed Poll,
9.8 GST

New Alinta Co must pay to the Alinta Scheme Participants and the AGL Scheme Participants an amount equal to any G5T for
which the Alinta Scheme Participants and the AGL Scheme Participants are liable on any supply by the AGL Scheme Participants
and the Alinta Scheme Participants under or in connection with this Deed Poll, without deduction or set-off of any other armount.
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ANNEXURE D
Investigating Accountant’s Report

2 Delodte Touche Tohmatsu
e ol eﬂ ABN 74 490 121 080
Grosvenar Place
225 Gaorga Street
Sydney NSW 2000
PO Box N230 Grosvenor Place

28 August 2006 Sydney NSW 1217 Australia

DX 1030755E
. . Tel +61 (0) 2 9322 7000
T'he Directors Fax: +61(0) 2 9322 7001
www. deloilte.com.au

The Australian Gas Light Company
72 Christie Street
ST LEONARDS NSW 2065

Dear Directors
Investigating Accountant's Report on Pro forma Historical Financial Information

Introduction

Deloitte Touche Tohmatsu (“Deloitte™) has been engaged by the Directors of The Australian Gas
Light Company (“AGL or the Company™) to prepare this Investigating Accountant’s Report
(“Report™) for inclusion in the Scheme Booklet to be dated on or around 28 August 2006, and to
be issued by AGL in respect of its Recommended Proposal with Alinta Limited (“Alinta™).

Expressions defined in the Scheme Booklet have the same meaning in this report unless otherwise

provided.

Background

AGL and Alinta are parties to a Merger Implementation Agreement and a Transaction
Implementation Deed which prescribe the actions that will be taken by AGL and Alinta to
implement arrangements to merge their respective infrastructure businesses and whereby, at the

completion of the arrangements:

+  AGL's Energy Business will be wholly owned by existing AGL sharcholders. It will consist of
AGL's current energy assets together with a 33 per cent interest in Alinta’s Western Australia

retail and cogeneration business; and

+ Alinta will be approximately 54 per cent owned by Alinta's current Shareholders and
approximately 46 per cent owned by existing AGL Shareholders. In addition to its existing
infrastructure assets, Alinta will own AGL's infrastructure assets and asset management
business (Agility).

(the “Recommended Proposal™).
Completion of the Recommended Proposal will result in two separate publicly listed entities.

Liability Limited by a scheme approved under Professional Standards Legislation.
© Deloitte Tauche Tohmatsu, August 2006.
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Deloitte.

Historical Financial Information

Deloitte has been requested to prepare a report covering the historical financial information

described below and disclosed in the Scheme Bookiet.

(a) AGL Historical Financial Information

The AGL Historical Financial Information, as set out in Section 2: Figure 2.1, Figure
2.2, Figure 2.3, Figure 2.5 and Figure 2.7 of the Scheme Booklet, comprises:

* The Pro forma Historical Income Statements and Pro forma Historical Cash
Flow Information of AGL and its controlled entities for the years ended 30
June 2005 and 30 June 2006,

+ The Pro forma Historical Balance Sheet of AGL and its controlled entities as
at 30 June 2006, and

* The Pro forma adjustments as described in Section 2: Figure 2.1, Figure 2.3,
Figure 2.5 and Figure 2.7 of the Scheme Booklet,

together, the “AGL Historical Financial Information™.

()] AGL Energy and AGL Infrastructure Assets Historical Financial Information

The AGL Energy and AGL Infrastructure Assets Historical Financial Information, as
set out in Section 2: Figure 2.3, Figure 2.5 and Figure 2.7 of the Scheme Booklet,

comprises:

* The AGL Energy and AGL Infrastructure Assets Historical Income Statements
and Historical Cash Flow [nformation for the years ended 30 June 2005 and 30
June 2006,

* The AGL Energy and AGL Infrastructure Assets Historical Balance Sheets as
at 30 June 2006; and

* The Pro forma adjustments described in Section 2: Figure 2.3, Figure 2.5 and
Figure 2.7 of the Scheme Booklet,

together, the “AGL Energy and AGL Infrastructure Assets Historical Financial

Information™.

fc) Pro forma AGL Energy Historical Financial Information

The Pro forma AGL Energy Historical Financial Information, as set out in Section 2:
Figure 2.4, Figure 2.6 and Figure 2.7 of the Scheme Booklet, comprises:

¢ The Pro forma AGL Energy Historical Income Statements and Historical Cash
Flow Information for the years ended 30 June 2005 and 30 June 2006;
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Deloitte.

* The Pro forma AGL Energy Historical Balance Sheet as at 30 June 2006,

¢+ Relevant notes to the Pro Forma AGL Energy Historical Financial
Information; and

* The Pro forma adjustments described in Section 2: Figure 2.4, Figure 2.6 and
Figure 2.7 of the Scheme Booklet,

together, the “Pro forma AGL Energy Historical Financial Information™
Together the “Pro forma Historical Financial Information”. .
|

The AGL Historical Financial Information has been derived from the audited financial statements
of AGL and its controlled entities for the year ended 30 June 2005 and the financial statements for
the year ended 30 June 2006, after reflecting the Pro forma adjustments detailed in Section 2:
Figure 2.1, Figure 2.3, Figurc 2.5 and Figure 2.7 of the Scheme Booklet.

The AGL Energy and AGL Infrastructure Assets Historical Financial Information is derived from
the AGL Historical Financial Information, after reflecting the Pro forma adjustments detailed in
Section 2: Figure 2.3, Figure 2.5 and Figure 2.7 of the Scheme Booklet,

The Pro forma AGL Energy Historical Financial Information is derived from the AGL Energy
Historical Financial Information, after reflecting the Pro forma adjustments detailed in Section 2:
Figure 2.4, Figure 2.6 and Figure 2.7 of the Scheme Booklet.

The financial statements of AGL and its controllted entities for the year ended 30 June 2005 were
audited by Deloitte Touche Tohmatsu. The audit of the financial statements of AGL and its
controlled entities for the year ended 30 June 2006 is substantially complete. Qur audits of AGL
and its contrelled entities have been conducted in accordance with Australian Auditing Standards
to provide reasonable assurance whether the financial information is free from material
misstatement. The audit opinion issued by Deloitte Touche Tohmatsu to the members of AGL
relating to the financial statements for the year ended 30 June 2005 was unqualified.

The AGL Directors are responsible for the preparation and presentation of the Pro forma
Historical Financial Information, including the determination of the pro forma adjustments.

The Pro forma Historical Financial Information is presented in an abbreviated form insofar as it
does not include all of the disclosures required by AIFRS applicable to annual financial reports
prepared in accordance with the Corporations Act 2001,

The Australian Gas Light Company Scheme Booklet — Part 2
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| Scope
- Review of the Pro forma Historical Financial Information

We have reviewed the Pro forma Historical Financial [nformation in order 1o report whether
anything has come to our attention which causes us 1o believe that the Pro forma Historical

Financial Information set out in the Scheme Booklet, does not present fairly:

|

‘ * The AGL Historical Financial Information;

1 *  The AGL Energy and AGL Infrastructure Assets Historical Financial Information;
* The Pro forma AGL Energy Historical Financial Information; and
* The Pro forma adjustments described in the Scheme Booklet.

Our review has been conducted in accordance with Australian Auditing Standard AUS 902
“Review of Financial Reports”™. We have made such enquiries and performed such procedures as

|
. we, in our professional judgement, considered reascnable in the circumstances, including:
)

= Analytical procedures on the Pro forma Historical Financial Information;
* A review of work papers, accounting records and other documents;

* A review of the pro forma adjustments described in Section 2: Figure 2.1, Figure 2.3,
Figure 2.4, Figure 2.5, Figure 2.6 and Figure 2.7 of the Scheme Booklet;

= A comparison of consistency in application of the recognilion and measurement principles
in AIFRS and other mandatory professional reporting requirements in Australia, and the
accounting policies adopted by AGL as disclosed in the AGL consolidated financial
statements for the year ended 30 June 2006; and

! ‘ * Enquiry of the directors and management of AGL.
|

These procedures do not provide all the evidence that would be required in an audit, thus the level of
assurance provided is less than given in an audit. We have not performed an audit and, accordingly,

we do not express an audit opinion on the Pro Forma Historical Financial Information.

Review Statement

|
|
Based on our review, which is not an audit, nothing has come to our attention which causes us to
believe that the Pro forma Historical Financial Information set out in the Scheme Booklet does not
|

present fairly:

* The AGL Historical Financial Information;

* The AGL Energy and AGL Infrastructure Assets Historical Financial Information;

360
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* The Pro forma AGL Energy Historical Financial Information; and

+ The Pro forma adjustments described in Section 2: Figure 2.1, Figure 2.3, Figure 2.4,

Figure 2.5, Figure 2.6 and Figure 2.7 of the Scheme Booklet,

in accordance with the recognition and measurement princip-les prescribed in AIFRS and other
mandatory professional reporting requirements in Australia, and the accounting policies adopted
by AGL as disclosed in the consolidated financial statements of AGL for the year ended 30 June
2006.

Subsequent Events

Apart from the maiters dealt with in this Report, and having regard for the scope of our Report,
nothing has come to our attention that would cause us to believe that matters arising after 30 June
2006, other than matters dealt with in this Report, would require comment on, or adjustments to, the

information contained in this Report, or would cause such information to be misleading or deceptive.

Independence and Disclosure of Interest

Deloitte Touche Tohmatsu and Deloitte Corporate Finance Pty Limited do not have any interest in the
outcome of the Recommended Proposal other than the preparation of this Report, the preparation of an
Independent Review of Directors’ Forccasts, provision of financial due diligence and other related
services in relation to the Recommended Proposal, for which normal professional fees will be

reccived. Deloitte Touche Tohmatsu is the independent auditor of AGL.

Consent

Deloitte Touche Tohmatsu has consented to the inclusion of this Investigating Accountant’s Report in
the Scheme Booklet in the form and context in which it is so included, but has not authorised the issue
of the Scheme Booklet. Accordingly, Deloitte Touche Tohmatsu makes no representation regarding,
and 1akes no responsibility for, any other documents or material in, or omissions from, the Scheme
Booklet.

Yours faithfully

DELOITTE TOUCHE TOHMATSU

=T ot

G Couttas
Partner

Chartered Accountants

The Austratian Gas Light Company Scheme Booklet — Part 2
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ANNEXURE E

Independent Review of Directors’ Forecasts

D_eloitte.

Note: This report consists of both a
Financial Services Guide and an
Independent Reviaw of Directors’
Forecasts

Part 1 - Financial Services Guide
28 August 2006

{a) What Is a Financial Services Guide?

This Financial Services Guide (FSG) is an important
document whose purpose is 10 assist you in deciding
whether to use any of the general financal product
advice provided by Deloitte Corporate Finance Pty
Limited (ABN 19 003 833 127). The use of “we", "us”
or “our” is a reference to Deloitte Corporate Finance
Pty Limited as the holder of Australian Financial
Services Licence (AFSL} No. 241457. The coentents of
this FSG include:

- who we are and how we can be contacted

. what services we are authorised to provide under
our AFSL

. how we (and any other relevant parties) are

remunerated it relation 1o any general financial
product advice we may provide

L] details of any petential conflicts of interest

. details of our internal and extemal dispute
resolution systems and how you can access them.

{b) Information about us

We have been engaged by the Directors of The
Australian Gas Light Company (*AGL") to give general
financial product advice in the form of a report to be
provided to you in connection with a booklet (“*Scheme
Booklet™) to be issued by AGL in connection with a
scheme of arrangement (“Scheme™) in respect of the
ransaction between AGL and Alinta Limited (“Alinta™)
that has been recommended to shareholders of AGL
{"the Recommended Proposal™. You are not the party
or parties who engaged us to prepare this report. We are
not acting for any person other than the party or parties
who engaged us. We are required to give you an FSG
by law because our report is being provided to you. You
may contact us vsing the detils located above,

Deloitte Corporate Finance Pty Limited is ultimately

owned by the Australian partnership of Deloitte Touche
Tohmatsu, The Australian partnership of Deloitte
Touche Tohmatsu and its related entities provide
services primarily in the areas of audit, tax, consulting,
and financial advisory services, Qur directors may be
partners in the Australian partnership of Deloitte
Touche Tohmatsu,

The Australian parmership of Deloitte Touche
Tohmatsu is a member firm of the Deloitte Touche
Tohmatsu Werein. As the Deloitte Touche Tohmatsu

Lisbitry Limuied by & scheme spproved undar Profeszional Sundands Legislation
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ABN.19003 833127
AFSL No. 241457

Grosvenor Place

225 Gecrge Stresl

Sydney NSW 2000

PO Box N250

Sydney NSW 1220 Ausiralis

Tel. +61 (0) 2 8322 7000
Fax: +61 (0) 2 8322 7001

www dalorta.com.au

Verein is a Swiss Verein (association), neither it nor any
of its member firms has any liability for each other’s
acts or omissions, Each of the member firms is a
separate and independent legal entity operating under
the names "Detoitte,” "Deloitte & Touche," "Deloitte
Touche Tohmatsu," or other related names,

The financial preduct advice in our report is provided
by Deloitte Corporate Finance Pty Limited and not by
the Australian parmership of DPeloine Touche
Tohmatsu, its related entities, or the Deloitte Touche
Tohmatsu Verein.

We do not have any formal associations or relationships
with any entities that are issuers of financial products.
However, you should note that we and the Australian
partnership of Deloitte Touche Tohmatsu (and its
related bodies corporate) may from time to time provide
professional services to financial product issuers in the
ordinary course of business.

{c) What financial services aro we
licensed to provide?

The AFSL we hold authoriscs us te provide the following

financial services to both retail and whaolesale clients:
. to provide general financial product advice in
respect of
—  dcbentures, stocks or bonds to be issued or
proposed to be issucd by a government

— intcrests in managed investment schemes
including investor directed pontfolie services

—  securities.

. to deal in a financia} product by armnging for
another person to apply for, acquire, vary or
dispose of financial products in respect of:

- debenwures, stocks or bonds issucd or o be
issued by a government

- intcrests in managed investment  schemes
including investor directed portfolio services

- securities.

{d) Information about the general
financial product advice we provide
The financial product advice provided in our report is
known as “general advice™ because it does not take into
account your personal objectives, financial situation or
needs. You should consider whether the general advice
contained in our report is appropriate for you. having

Membar of
Daloitte Touche Tolwnatsu
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regard to your own personal objectives, financial
situation or needs.

If our advice is being provided to you in connection
with the acquisition or potential acquisition of a
financial product issued by- another party, we
recommend you obtain and read carefully the relevant
offer document provided by the issuer of the financial
product. The purpose of the offer document is to help
you make an informed decision about the acquisition of
a financial product. The contents of the offer document
will include details such as the risks, benefits and costs
of acquiring the particular financial product.

(e) How are we and cur employees
remunerated?

Our fees are usually determined on an hourly basis;
however there may be a fixed amount or an amount
derived using another basis. We may also seek
reimbursement of any out-of-pocket expenses incurred
in providing the services.

Fee arrangements are agreed with the party or parties
who actually engage us, and we confirm our
remuneration in a written letter of engagement to the
party or parties who actually engage us.

Neither Deloitte Corporate Finance Pty Limited nor its
directors and officers, nor any related bodies corporate
or associates and their directors and officers, receives
any commissions or other benefits, except for the fees
for services rendered 1o the party or parties who actually
engage us. Our fee for the provision of this report is
$120,000.

All of our employees receive a salary. Our employees
are eligible for annual salary increases and bonuses
based on overall performance but do not receive any
commissions or other benefits arising direcily from
services provided to you. The remuneration paid to our
directors reflects their individual contribution to the
company and covers all aspects of performance. Our
directors do not receive any commissions or other
benefits in connection with our advice.

We do not pay commissions or provide other benefits to
other parties for referring prospective clients to us.

{f) Responsibility

The liability of Deloitte Corporate Finance Pty Limited
is limited 1o the contents of this FSG and our report
referred to in this FSG.

{g) What should you do if you have a
complaint?

[f you have any concerns regarding our report, you may
wish to advise us. Our internal complaint handling
process is designed to respond W your concerns

28 August 2006

Page 2

promptly and equitably. Please address
your complaint in writing to:

The Complaints Officer
Practice Protection Group
PO Box N250

Grosvenor Place

Sydney NSW 1220

If you are not satisfied with the steps we have taken to
reselve your complaint, you may contact the Financial
Industry Complaints Service (“FICS™). FICS provides
free advice and assistance to consumers to help them
resclve complaints relating to members of the financial
services industry. Complaints may be submitted to FICS
at:

Financial Industry Complaints Service
PO Box 579

Collins Street West

Melboumne VIC §007

Telephone: 1300 780 808

Fax: +61 3 9621 2291

Internet: http/fwww fics.asn.au

If your complaint relates 10 the professional conduct of
a person who is a Chartered Accountant, you may wish
to lodge a complaint in writing with the Institute of
Chartered Accountants in Australia (“ICAA”). The
ICAA is the professional body responsible for setting
and upholding the professional, ethical and technical
standards of Chartered Accountants and can be
contacted at:

The Institute of Chartered Accountants
GPO Box 3921

Sydney NSW 2001

Telephone: +61 2 9290 1344

Fax: +61 2 9262 1512

Specific contact details for lodging a compliant with the

, ICAA can be obtained from their website at

http:/fwww.icaa.org.au/about/index.cfm.

The Australian Securities and Investments Commission
(“ASIC™) regulates Australian companies, financial
markets, financial  services  organisations and
professionals who deal and advise in investments,
superannuation, insurance, deposit taking and credit
Their website comtains  information on lodging
complaints about companies and individual persons and
sets out the types of complaints handled by ASIC. You
may contact ASLC as follows:

info line: 1 300 300 630
Email: infoline(@asic.gov.au

Internet: http://www .asic.gov.au/asic/asic.nsf

The Australian Gas Light Company Scheme Booklet — Part 2
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AFEL No. 241457

Grosvenor Place
225 Gearge Streel
Sydney NSW 2000

- . PQ Box
Part 2 — Independent Review of Directors’ Forecasts Sy NSW 1220 Ausuratia

Tel: +61 {0) 2 9322 7000
Fax: +61 (0) 2 9322 7001

www deloitte. com.au

The Directors

The Australian Gas Light Company
72 Christie Street

St Leonards NSW 2065

The Directors

AGL Energy Limited
72 Christie Street

St Leonards NSW 2065

28 August 2006

Dear Directors

INDEPENDENT REVIEW OF DIRECTORS’ FORECASTS

Introduction

This report has been prepared at the request of the Directors of The Australian Gas Light Company (AGL) and
AGL Energy Limited (AGL Energy) for inclusion in a booklet (the Scheme Booklet) to be issued by AGL in
respect of its proposed scheme of arrangement (the Scheme) in connection with the fransaction with Alinta

Limited (Alinta} that has been recommended to AGL Shareholders (the Recommended Proposal).

Deloitte Corporate Finznce Pty Limited is wholly owned by Deloitte Touche Tohmatsu and holds the
appropriate Australian Financial Services licence for the issue of this report.

Expressions defined in the Scheme Booklet have the same meaning in this report, unless otherwise provided.
Scope of Report

A pro forma forecast income statement has been prepared for AGL Energy and its controlled entities for the
year ending 30 June 2007 (the Pro Forma Financial Forecast), as presented in Section 2.6 of the Scheme
Booklet. The Directors of AGL are solely responsible for the preparation and presentation of the Pro Forma
Financial Forecast and the information comtained therein, including the assumptions on which it is based.

We have reviewed the Pro Forma Financial Forecast together with the assumptions on which the Pro Forma
Financial Forecast is based as set out in Section 2.9 of the S8cheme Booklet in order to give a statement
thereon to the Directors of AGL and AGL Energy.

Member of
Lisbihty limited by a scheme app under Profewsional Standards Legistati Deloitts Touche Tohmatsa
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Our review of the Pro Forma Financial Forecast has been conducted in accordance with AUS 902 “Review of
Financial Reports™. Our review consisted primarily of enquiry, comparison, and analytical review procedures
we considered necessary including discussions with the management and Directors of AGL of the factors
considered in determining their assumptions. Our procedures included examination, on a test basis, of
evidence supporiing the assumptions, amounts and other disclosures in the Pro Forma Financial Forecast and
the evaluation of accounting policies used in the Pro Forma Financial Forecast,

These procedures have been undertaken in order to state whether anything has come to our attention, which
causes us to believe that;

1} the AGL Directors’ best estimate assumptions, as set out in Section 2.9 of the Scheme Booklet, do not
provide reasonable grounds for the preparation of the Pro Forma Financial Forecast

1) the Pro Forma Forecast is not properly compiled on the basis of the AGL Directors” best estimate
assumptions, consistent with the accounting policies adopted and used by AGL in the preparation of the
Pro Forma Financial Forecast as set out in Section 2.6 and in accordance with the recognition and
measurement principles prescribed in Australian Accounting Standards

ii1)  the Pro Forma Financial Forecast is itself unreasonable.

Our review is substantially less in scope than an audit examination conducted in accordance with Australian
Auditing Standards and provides less assurance than an audit. In addition, prospective financial information,
such as the Pro Forma Financial Forecast, relates to events and actions that have not yet occurred and may not
occur. While evidence may be available 1o support the assumptions on which the Pro Forma Financial
Forecast is based, those assumptions are generally future-orientated and therefore speculative in nature.
Accordingly, actual financial performance may vary from the prospective financial information presented in
the Scheme Booklet and such variations may be material. We have not performed an audit and we do not
exptess an audit opinion on the Pro Forma Financial Forecast.

Pro Forma Financial Forecast

The Pro Forma Financial Forecast has been prepared by management and adopted by the Directors of AGL in
order to provide a guide to the potential financial performance of AGL Energy for the year ending 30 June
2007. There is a considerable degree of subjective judgement involved in preparing forecasts. The underlying
assumptions are also subject 10 uncentaintics and contingencies which are often outside the control of AGL or
AGL Energy. The Pro Forma Financial Forecast has been prepared using assumptions summarised in Section
2.9 of the Scheme Booklet which are based on best estimate assumptions relating to future events that the
Drirectors of AGL expect to occur and actions that the Directors of AGL expect management of AGL Energy
to take.

As disclosed in Section 2.9 of the Scheme Booklet, the Pre forma Financial Forecast assumes that there are no
movements in the market values of derivatives and no corresponding mark to market adjustments required to
be included in the Pro Forma Financial Forecast as the Directors of AGL do not believe that they can be
reliably estimated. ‘

The sensilivity analysis set out in Section 2.10 of the Scheme Booklet demonsirates the impacts on the
forecast financial performance of changes in key assumptions. The prospective financial information is
therefore only indicative of the financial performance which may be achievable. AGL Shareholders should be
aware of the material risks and uncertainties relating to an investment in AGL Energy, which are detailed in
the Scheme Booklet, and the inherent uncertainty relating to the prospective financial information.
Accordingly AGL Sharcholders should have regard to the investment risks set out in Section 5 and the
sensitivities set out in Section 2.10 of the Scheme Booklet.

The Australian Gas Light Company Scheme Bookfet — Part 2
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Statement

Based on our review of the Pro Forma Financial Forecast, which is not an audit, and based on an investigation
of the reasonableness of the AGL Directors” best estimate assumptions which give rise to the Pro Forma
Financial Forecast, nothing has come to our attention which causes us to believe that:

1} the AGL Directors’ best estimate assumptions, as set out in Scction 2.9 of the Scheme Booklet, do not
provide reasonable grounds for the preparation of the Pro Forma Financial Forecast

i)  the Pro Forma Financial Forecast is not properly compiled on the basis of the AGL Directors’ best-
estimate assumptions, consistent with the accounting policies adopted and used by AGL in the
preparation of the Pro Forma Financial Forecast as set out in Section 2.6 and in accordance with the
recognition and measurement principles prescribed in Australian Accounting Standards

iiiy  the Pro Forma Financial Forecast is itself unreasonable.

Actual financial performance is likely to be different from the Pro Forma Financial Forecast since anticipated
events frequently do not occur as expected and the variations may be material. In addition, the actual financial
performance may include gains or losses arising from movements in the market values of derivatives.
Accordingly, we express no opinion as to whether the Pro Forma Financial Forecast will be achicved.

We disclaim any responsibility for any reliance on this statement or on the Pro Forma Financial Forecast to
which it relates for any other purpose than that for which it was prepared.

Independence

Deloitte Corporate Finance Pty Limited and Deloitte Touche Tohmatsu do not have any interest in the
outcome of the Recommended Proposal other than the preparation of this report, the preparation of the
Investigating Accountants’ Report included in Annexure D to the Scheme Booklet and other related services

in relation to the Recommended Proposal, for which normal professional fees will be received. Deloitte
Touche Tohmatsu is the auditor of AGL.

Yours faithfully

Johan Duivenvoorde
Director

pi¥)  The Australian Gas Light Company Scheme Booklet — Part 2
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ANNEXURE F
Independent Expert’s Report

GRANT SAMUEL
| | n GRANT SAMUEL & ASSDCIATES

LEVEL 1% QOYERNGR MACQUARIE TOWER
1 FARRER PLACE SYDNEY N3W 2000

GPO BOX 4101 SYDNEY NSW JO0

T: +63 2 9374 4211 ¢ F: «81 2 9314 4301

www.grantsamust.com.au

28 August 2006

The Directors

The Australian Gas Light Company
AGL Centre

72 Christie Street

St Leonards NSW 2065

[rear Directors
Proposed Transaction
1 Introduction

On 31 October 2003, The Austratian Gas Light Company {*AGL”) announced a proposal to separate its
retail and whelesale energy business and its infrastructure and assel management business into iwo
separately listed companies, AGL Energy Limited and AGL [Infrastructure Limited (the “demerger
proposal”). The demerger documentation was released on |3 February 2006.

On 21 February 2006, Alinta Limited (“Alinta™), an integrated energy company operating throughout
Australia, announced that it had acquired 10% of AGL from institutional and professional investors and
requested AGL enter into merger discussions based on suggested financial terms. Alinta continued to
purchase shares on market at prices up to $19.45 per share and increased its shareholding in AGL 10 19.9%,

AGL rejected Alinta’s proposal on 13 March 2006 and announced its own proposal to merge with Alinta
through an off-market scrip takeover offer based on the same exchange ratio proposed by Alinta {the
“AGL Offer”) and formally withdrew its demerger proposal. Alinta immediately rejected the AGL Offer
and announced its own off-market scrip takeover offer for AGL based on the ratio previously proposed
(the “Alinta Offer”) which was also rejected by AGL.

Following several weeks of hostilities, AGL and Alinta announced on 26 April 2006 that they had
reached an agreement to merge and restructure their respective businesses o create two separate listed
companics {“the proposed transaction”™):

®*  Alinta Limited (“New Alima") which will focus on the ownership and management of energy
infrastructure assets. New Alinta will combine the infrasiructure and asset managetnent businesses of
Alinta and AGL and will be managed by the current Alinta management team. Alinta shareholders
and AGL shareholders (other than Alinta) will own approximately 54% and 46% respectively of New
Alinta; and

= AGL Energy Limited {*New AGL™) which will focus on enetgy retailing, trading and generation
(i.e. an integrated merchant energy business). New AGL will be managed by the current AGL
management team. Existing AGL sharcholders (other than Alinta) will own 100% of New AGL.

There will be no cross shareholdings between the companies.

The main elements of the proposed transaction are:

»  New Alinta will acquire the infrastructure and asset management businesses of AGL (excluding its
50% interest in the PNG Australian Gas Pipeline) for 56.5 billion and assume related nev debt of
$3.104 billion;

GRANT BAMUEL 4 ASSOC/ATES PTY LIMITED
ABN 28 050 036 372 AFS LICENCE NO 240985
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s 78904997 of the 90,904,997 ordinary shares in AGL owned by Alinta (i.c. a 17.3% interest in
AGL)' will effectively be cancelled at a price of $19.14 per share;

= approximately $970 millien of Alinta’s $1.2 billion external debt (being debi relating to its 19.9%
sharcholding in AGL) will be effectively assumed by New AGL:

s New AGL will subscribe for a 33% interest in a joint venturc company to be known as AlintaAGL,
which will own:

»  Alinta’s retail gas and cleetricity business in Western Australia (WA Retail™); and

+  Alina’s electricity cogencration business (*Cogencration™)?;

The price for the 33% interest in AlintaAGL is $367 million. New AGL will be granted call options
to acquire the remaining 67% of AlintaAGL over a five year period.

The net value of $2.489 billion to Alinta will be satisfied by issuing New Alinta shares (at a nominal price
of $10.80) o AGL sharcholders (other than Alinta) who will reccive approximately 0.61* New Alinta
shares for every AGL sharc held.  AGL shareholders (other than Alinta) will hold shares cquivalent to
approximatcly 46%* of New Alinta and 100% of New AGL. Alinta sharcholders will hold shares
cquivalent to approximately 54%" of New Alinta.

The proposed transaction is to be implemented by two interdependent schemes of arrangement under
Scction 411 of the Corporations Act, 2001 (“Corporations Act”), one for AGL (“the AGL Scheme™) and
one for Alinta (“the Alima Scheme™). There are a number of other detailed implementation steps
(internal rcorganisattons, debt reorganisations, etc) which are set out in detail in the scheme booklets.
Under Section 411, a scheme of arangement must be approved by a majority in number (i.c. at lcast
50%) of each class of sharcholders present and voting (either in person or by proxy) at the mecting,
representing at Ieast 75% of the votes cast by members of that class en the resolution.  Fatlure of ecither
the AGL Scheme or the Alinta Scheme to be approved will result in the proposed transaction not
proceeding. If approved by sharcholders, cach scheme of amrangement is then subject to approval by the
<ourt,

AGL and Alinta have jointly engaged Grant Samuel & Associates Pty Limited (“Grant Samuel™) to
prepare an independent expert’s report for the sharcholders of both companies setting out whether, in its
opinion, the proposed transaction is:

L] in the best interests of AGL sharcholders; and

= in the best interests of Alinta sharcholders,

A copy of the detailed report will accompany the Notices of Meeting and Explanatory Mcmorandums
(“thc scheme booklets™) to be sent by AGL and Alinta to their respective shareholders. This letter
contains a summary of Grant Samuel’s opinion, focussing on the key issues relevant o AGL
sharcholders, A scparate letter has been sent to the Alinta sharcholders examining the proposed
transaction from their perspective,

This differs 10 the proposed transaction announced on 26 April 2006 as 12 million of the shams Alista holds in AGL are subject te
| options deeds with third parties (sce Section 3.5 of this repert). As a consequence, Alintz and AGL have agreed to a reduction in the
' numbecr of shares to be effectively cancelled and a reduction in the Alinta debt to be effectively assumed by AGL. To the extent that
the call options over the 12 million AGL shares are not exercised, the AGL shares subject of the uncxercised options will be acquired
by Goldman Sachs JB Were Pty Lid and UBS AG, Auswmalia Branch (“GSJBW/LiBS") and the New AGL and New Alinta shares
issued to GSJBW/URBS on implementation of the proposed transection will be sold into the market.

Alinta Infrastructure Holdings has waived its rights of first refusal over Cogeneration,

Being 230,462,963 New Alinta shares (calculated based on a net merger valuc of $2.489 billien divided by $10.80) divided by
377.005.467 AGL, sharces (being AGL issued sharcs less 78,904,997 of the 90,904,997 AGL shares held by Alinta).

Calculated based on 274,517,121 Alinta erdinary shares on issuc {including RePS which will be converted into ordirary shares on 31
August 2006 and an assumed tevel of participation in the dividend reinvestment plan for Alinta’s intedm dividend) prior to
implementation. On a fully diluted basis (i.c. assuming all Alinta options arc excrcised), AGL sharcholders will continue 20 hold
shares equivalens to gpproximately 45% of New Alinla and Alitita shareholders will hold 55%.

Page 2
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2 Summary of Opinion

The proposed transaction resolves a situation which had the potential to reach a stalemate to the
detriment of sharcholders in beth AGL and Alinta. It achieves the key strategic objectives that
both companies had been seeking over the past few months.

For AGL shareholders, the proposed transaction is effectively a development of the demerger that
was initially proposed in October 2005, Shareholders will end up with a share in each ol two
independent listed companies:

®  an integrated energy retail’'wholesale/generation/upstream pas husiness (New AGL); and

=  ap infrastructore owner and asset manager (New Alinta).

- The main differences to the original demerger proposal are:

s New AGL will also own an interest (initially 33% but with the potential to go to 100%) in a
Western Australian energy retailer and power gencrator (AlintaAGLY);

» the infrastructure company will be a substantially larger bnsiness, combining the
infrastructure assets and asset management businesses of both AGL and Alinta. However,
AGL shareholders will own 46% of that larger company: and

= {he Infrastructure businesses will be managed by the current Alinta management and will
have a different business model in which asscts may be spun out over time into managed
vehicles.

The demerger proposal offered a number of benefits to AGL sharcholders including an enhanced
ability to pursue growth opportunities, the ability to put in place more appropriate financial
structures, potential for higher aggrepate sharemarket valuation and greater flexibility for
shareholders in managing thelr exposures,

The proposed transaction shoukd also deliver these benefits together with a number of additional
advantages which enhance the original demerger proposal:

« a more diversificd infrastructure asset exposure and access to additienal management
expertise;

= greater sharemarket liquidity from increased scale of the infrastructure company;

= the potentizl for substantial synergies between the AGL and Alinta infrastructure businesses,
in particular through the merger of Agility and Alinta’s asset r gement busi : and

s significant benefits through the ability to step up the tax cost basis of the AGL infrastructure
assels.

From a financial perspective, AGL shareholders should enjoy an uplift in attributable earnings and
dividends per share (i.e. attributable to their aggrepate New AGL and New Alinta interests)
compared to AGL on a standalenc basis. Grant Samuel’s pro forma analysis for 2006/07 shows a
17.8% increase in earnings per shure and a 1.9% increase in dividends per share.

The transaction has n number of different components (effective sale of AGL Infrastructure,
effective cancellation of Alinta’s shares in AGL, issue of shares in New Alinta), cach of which have
value ramifications for AGL shareholders. Some aspects favour AGL shareholders, The sale price
for AGL Infrastructure includes a significant element of synergy value and AGL shareholders will
capture 46% of any additional benefits. Other aspects favour Alinta shareholders. In any event,
the terms were negotiated at arm’s length. Overall, the terms of the transaction strike a reasonable
balance between the competing interests of the two groups of shareholders and the net outcome is,
in Grant Samuel’s opinion, fair.

As with virtually all merger transactions, there are costs, disadvantages and risks (for both gronps
of sharcholders). For AGL shareholders, the key issues are:
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®  New AGL will be more highly geared than under the original demerger proposal with pro
forma net debt of approximately $1.3 billion and has flagged that it may raise equity if
required to implement growth injtiatives;

»  the reduction in market capitalisation of New AGL to around $4.8 hillion (in comparison to
AGL’s $8.9 hilliony may reduce liguidity and its attractiveness for some investors;

= New AGL may not wltimately acquire all of AlintaAGL. In fact, New Alinta could eénd up with
100% of this business {albeit that AGL sharcholders will own 46% of New Alinta);

®»  the loss of the “Alinta” name if New AGL acquires 100% of AlintaAGL and the absence of
legal restrictions on New Alinta re-entering energy retniling and cogeneration in Western
Australia;

®  their exposure to the 50% interest in the proposed PNG Australian Gas Pipeline Project will
increase by approximately 21% (from 82.7% to 100%);

®»  the Alinta business model (which may involve some infrastructure assets owned by satellite
entities but managed by Alinta) may not appeal to all AGL shareholders (and controsts with
that proposed under the demerger propaosal);

»  those sharcholders who acquired their AGL shares prior to 20 September 1985, will forfeit
their “pre-CGT” status (although this is estimated to affect less than 5% of AGL's
shareholders);

®  the proposed transaction is being undertaken on a “public markets” basis (i.e. without the
benefit of detailed due diligence) and limited warranties are being provided in relation to the
AGL Infrastructure assets and AlintaAGL; and

= integration risk exists to the extent to which estimated merger synergies are not achieved or
take longer to achieve or that issues during integration of the businesses may impact on the
existing operations.

These factors, while not inconsequential, do not cutweigh the anticipated benefits.

In summary, Grant Samuel believes that AGL shareholders will be better off if the proposed
transaction is implemented than if it is not. Accordingly, in Grant Samuel’s opinion, the proposed
transaction is in the best interests of AGL sharcholders.

3 Key Conclusions

= The proposed transaction involves a situation that had the potential to reach a stalemate ta the
detriment of shareholders in both AGL and Alinta.

AGL announced its demerger proposal on 31 October 2005. Following the release of the demerger
scheme documentation, Alinta acquired a 19.9% stake in AGL (for cash) and put forward a proposal
to merge the two companies by way of a scheme of arrangement.  AGL rejected Alinta’s proposal
but it recognised the potential benefits of merging the operations of the two companics and put
forward its own proposal of a takcover offer on the same financial terms (but with a different
management regime). AGL announced its offer for Alinta on 13 March 2006, AGL’s response then
caused Alinta to put forward a formal takeover of AGL (on the same terms as its initial merger

proposal).

By late April 2006, both companies had takcover offers for each other on the table. However, it was
apparent that there was a significant risk of a protracted battle for control but with the final result
being a stalemate. The offers by both companics faced significant hurdles to success (on the terms
offered} and therc was a real likelihood that neither side would obtain control and complete the
merger of the two businesses. The prospect of such an impasse is unlikely 1o be anractive to
sharcholders of either AGL or Alinta. Undoubtedly, a long, drawn out and hostile fight would have
been to the detriment of both companies and their sharcholders:
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«  the share prices of both companies would have remained “in limbo" with the uncertainty of the
outcome having a ncgative effect on the ratings of both companies; and

+  senior management is inevitably distracted by these types of transactions. There is less focus
on the ‘ongoing operational businesses and other unportant strategic initiatives can be left in
abeyance,

Even if a “winner” did emerge eventually, the cost 1o the victor could be high. The price of success
can sec many of the synergy benefits “paid away” to the target company sharcholders and there can
be damage to the relations with the stafl and management of the target business,

At the same time, AGL and Alinta were cognisant of the substantial synergy bencfits available from
a merger of the two businesses. Both companies also recognised the merits of demerging or
scparating the energy markets and the infrastructure and asset management businesses.

The proposed transaction announced on 26 April 2006 resolves this difficult situation on a basis
where AGL and Alinta arc each able to achicve virtually all of their original strategic objectives and
both groups of shareholders will share in the benefit of the synergies from merging the opcrations.
It brings hostilitics to an end and will cnable the two new companies to immediately get on with
managing their respective businesses to realisc their potential.

In considering the merits of the proposed transaclion, sharcholders should also be aware that if the
proposed transaction is not approved, there is no stable status quo to which both companics can
return,  Alinta will be left with a sharcholding in AGE of between 17.3% and 19.9% which is
arguably not a sustainable long term position. The most likely outcome in this situation is that
hostilities would resume (i.c. both companies will reactivate their takeovers for each other).
Sharcholders would return to the situation they faced before. A renewed and protracted battle with
the possibility of a stalemate would onee again be underway, The risks involved in such a scenario
arc unlikely to be aceeptable for many sharcholders of cither company.

= The proposed transaction enhances the strategic and other benefits of the original demerger.

The proposed transaction is cffectively a development of the demerger that was originally proposed
in October 2005. If the proposed transaction is implemented, AGL sharcholders will hold shares in
two independent busincsses:

+ New AGL — an integrated cnergy markets business encompassing retail, wholesale and
generation activitics. New AGL comprises the businesses that would have formed AGL
Energy together with a 33% interest (with the possibility of going to 100%) in AlintaAGL, the
major gas retailer in Western Australia.  AlintaAGL will also own significant clectricity
cogenecration assets located at Alcoa aluminium refinerics that underpin its entry into electricity
retailing; and

» New Alima — an infrastructure owner and asset manager, New Alinta combines the
infrastructure management businesses of Alinta and AGL Infrastructure and will have a
national footprint of gas and clectrnicity distribution assets as well as a variety of other gas
transmission and power generation interests.

This outcome is substantially the samec outcome that could have resulted from the proposed
demerger, the main differences being that:

. New AGL will own an interest in AlinmAGL;

+  while New AGL is primarity an energy markets business, it will retain the 50% intcrest in the
PNG Australian Gas Pipeline (at least until it is substantially more developed);

«  the infrastructurc company (New Alinta) will be a substantially larger business than AGL
Infrastructure Limited (c.g. New Alinta will have 2006 EBITDA (cacluding equity accounted
profits) of $650 million compared to AGL Infrastrucwure’s 2006 EBITDA (cxcluding cquity
accounted profits) of $400 million). AGL sharcholders will hold 46% of New Alinta compared
to 100% of AGL Infrastructure Limited:
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the infrastructure company (New Alinta) will, at least for five years, have an exposure to the
AlintzAGL retail and generation business;

the infrastructure investment will be run by a different management tcam (Alinta
management); and

New Alinta will have a different business model to AGL [nfrastructure in so far as it may spin
out some of its infrastructere asscis into more passive satcllite vehicles which are separately
listed and owned.

The rationale for demerger was the view that energy markets businesses and infrastructure
businesses had quite different risk/retum profiles. The demerger offered a number of benefits to
AGL sharcholders:

the ability to develop more appropriate and flexible financial structures consistent with the
opcrational and financial characteristics of cach business. The cnergy markcts business (retail,
wholesale, generation) 1s a more volatile business that places some constraints on the ability to
utilise high levels of debt. In contrast, an infrastructure ownership business with its inherently
more stable cash flows can bear a much higher level of gearing. The “integrated™ model of
AGL constrained gearing;

enhanced ability to pursuc growth opportunitics in infrastruciure because of:

- a lower cost of capital and greater ability to take on debt;

- meore focus by the market on cash flow based metrics (EBITDA or distribution yield}; and
= more attractive scrip (as a “pure play™) 1o existing investors in other infrastructure assets;

potential for higher aggregate sharemarket valuations compared to AGL standalone because of
the way in which the market tends to apply different valuation metrics to the different
busincsses;

the potential for improved performance through increased boeard and management focus;

flexibility for sharcholders in managing their cxposure, The demerger gave investors the
choice of investing in a higher risk energy business and a lower risk infrastructure busingss in
whatever proportions they wished (and the ability to change that over time); and

cnhanced takcover potential. AGL’s size and mix of businesses created some impediments to
takcover.

The proposed transaction preserves and reinforces virtually all of these bencefits and in a number of
significant respects enhances the original demerger proposal:

Page 6

New AGL will, if the options in relation to AlintaAGL are exercised, have a wholly owned
national footprint of retail and generation activities in gas and electricity. Further, the Western
Australian market has:

- evidenced strong growth in recent years and this is expected to continue; and
- an attractive market structure in terms of the competitive landscape:
the larger size of New Alinta offers a number of benefits to AGL sharcholders:

= a substantially greater market capitalisation (expected to be over $5 billion) leading to a
higher position in key ASX indiccs (c.g. S&P/ASX 50) and to greater market liquidity;

- a more diversificd asset exposure, in particular in terms of geographic mix, operational
risk and regulatory amangements; and

- a stronger platform fer pursuing new growth opportunities, be they bolt-on acquisitions,
new sectors (c.g. water) or new markets (¢.g. overseas jurisdictions);
access to additional management expertise (the Alinta management team); and

the scope to caplure substantial synergies through merging operations. Both AGL and Alinta
have identified the potential to achieve material cost savings, particularly through merging
Alinta’s assct management businesscs and AGL’s Agility business.
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*  The merging of the two businesses is expected to give rise to substantial cost savings and other
synergy benefits.

Both companies have identified the potential for substantial cost savings and other synergy benefits
arising from merging the two businesses. The key areas are as follows:

»  AGL has previously identified cost savings in Agility in the order of $15-20 million per
annum, largely as a result of inttiatives to redesign business processes and rationalise
operations.  Alinta has identified a further $34.39 million per annum in savings in Agility
resulting from merging its network services business with Agility (primarily from
redundancies). These savings are estimated to emerge by 2009;

«  the reduction of AGL corporate overheads. Alinta has identified annual savings in corporate
overheads on the acquisition of AGL Infrastructure of $6 miltion per annum by 2009, primartly
in relation to redundancies, head office operational improvements and the removal of
duplicated costs; and

«  benefits from the ability of any acquirer of AGL’s gas and ¢lectricity networks to write up the
tax cost basis 10 reflect the full purchase price paid by the acquirer. The increased cost basis is
then eligible to be depreciated for 1ax purposes, giving rise to substantial tax savings for the
acquirer (relative to the tax currently paid by AGL), As at 30 lune 2606, the tax carrying value
of AGL Infrastructure’s wholly owned gas and electricity networks (i.e. excluding the 50%
interest in ActewAGL Distribution’s networks} was approximately $1.3 billion. Accordingly,
there is substantial scope for New Alinta to increase the cost basis for tax purposes.

Alinta proposes to undertake a detailed operational review following implementation of the
proposed transaction to make a final assessment of the available level of cost savings and synergies.
As Alinta has developed a track record of at least achieving its tnitial estimates, there may be scope
for cost savings and synergy benefits in excess of those currently identified.

®»  The proposed transaction should result in an increase in attributable earnings and dividends.

While New AGL's eamnings are substantially lower than AGL stand alone {as the infrastructure
business is effectively demerged), there is an overall increase in pro forma earnings per share
attributable to AGL. shareholders following the proposed trensaction with regard to their aggregate
interests in New AGL and New Alinta:

E—

R Year end 30 Jane FEHEY

Ezmings per share attributable to AGL shareholders

New AGL® 66.9¢ 77.6¢
New Alinta’ 31.8¢ 36.1¢
Total f 98.7¢ 113.7¢
Increase/{decreuase) i By 4.2% 17.8%
Note:  New Alinta forecast eamings per share are for the equivalent 31 Decernber end as set vut in the Alinta Scheme
Bookler.

There is also a small increase in pro forma dividends per shares attributable to AGL shareholders:

Historical earnings per share from AGL Scheme Booklet and 2006/07 forecast camings for AGL (no transaction) from AGL, Target's
Statcment.

Assumes that the propused tansaction is implemented on 25 October 2006, 20NM6/07 forécast camings per share for New AGL from
AGL Scheme Booklet.

Assumes that the proposed transaction is implemented on | January 2006. New Alinta basic eamings per sharc {excluding significant
iterns) of 52.0 cents and 59.0 cents for years ending 31 December 2006 and 3§ December 2007 respectivety multiplicd by the
exchange ratio of approximarely 0.6117.
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AGL (no lrnnsactlnn)

Dividends attributable ta AGL shareholders

New AGL' 40.1¢ S0.4¢
New Alinta® 28.1¢ 30.6¢
Total 68.2¢ 81.0¢
Increasef{decrease) N ST 1.0% 1.9%
Note:  New Alinta forecast dividends per share are for the cquwalcm 31 December yeur end as set out in the Alinta Schene
Booklet,

& The transaction has a number of components which can be evaluated individually. Overall,
the value exchange is, on balance, fair between the parties.

The proposed transaction involves a number of components each of which can be individually
evaluated. However, the analysis should not focus on valuation differences or anomalies in individual
companents, Rather the cvaluation should focus on the net outcome,

The components of the transaction arc as follows:
)

SRR
ompnnent

Effecuvc sale ofAG[ Infmstruclum (cxcludmg PNG Austra!:an Gas Plpelme)
Net debt relating 10 AGL Infrastructure assumed by New Alinta

Effective cancellation of 78,904,997 AGL shares owned by Alinta

Alinta debt assumed by New AGL
Acquisilion of 33“/. i.nlcrc&'l in AlinlaAGl.

In Grant Samuel’s opinion, the value exchanges between AGL and Alinta arc, on balance, fair as
between the panties. There are, of course, some ¢lements which slightly favour one or other of the
groups of sharcholders:

«  the value attributed to AGL Infrastructure of $6.5 billion inctude a significamt element of
synergics which will be gencrated by the merger of the two businesses. Grant Samuel’s
estimate of the standalone value of AGL Infrastructure is $5.6-6.1 billion compared to the sale
price of $6.5 billion. At the same time, AGL sharcholders arc recciving scrip representing
46% of the merged company issued. To this extent, AGL sharcholders are advantaged. Put
altematively, AGL shareholders capture 100% of the synergies (up to $6.5 billion) and 46% of
any additional benefits; and

»  the cffective canccllation price for the 17.3% intercest in AGL of $19.14 per share and the price
of 310.80 for the shares in New Alinta issued to AGL sharcholders disadvantage AGL
sharcholdcrs 1o the extent that they exceed the market price and favour AGL sharcholders to
the ¢xtent that they are below the market price of the shares.

These two factors may offset each other to seme extent and Grant Samuel does not believe any net
advantage or disadvantage is matcerial 1o AGL sharcholders in the context of the overall transaction.

' Assumes that the proposed transzaction is implemented on 25 October 2006. Calculaied based on 2 60% payout ratio in 2605/06 and a
61% payout ratio in 2006/07. Dividends per share for 2006/07 based on 377 million sharcs outstanding (i.e. after the cffective
cancellation of 78,904,977 (17.3%) shargs in AGL) a1 1he time of payment of the dividend.

Assumes the proposcd transaction is implemented on 1 January 2006. Dividends per share of 46.0 cents and 50,0 cents for ycars
ending 31 December 2006 and 31 December 2007 respectively multiplied by the exchange ratio of epproximately 0.6117.
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®»  The value attributed to AGL Infrastructure exceeds Grant Samuel’s estimate of its standalone
value.

The value of $6.5 billion attributed to AGL Infrastructure under the terms of the proposed
transaction represents the following overall multiples of pro forma forecast earnings (excluding any
synergies from merging the business with Alinta's operations):

Pro forma EBIT 18.4 18.1

The EBITDA multiples are high compared to listed peer group entitics. Entities focussed on gas
transmission trade at high forecast EBITDA multiples of around 11.5-13.0 (except for Alina
Infrastructure Holdings Limited which is at almost 15 times). EBITDA multiples for distribution
based businesses are substantially lower but it must be recognised that most of these entities are
predominantly involved in electricity distribution which has much higher capital intensity (i.e.
capital expenditure as a proportion of EBITDA). Hence forecast EBITDA multiples are lower {at
around 9-10 times except for Envestra at around 12 times but is a gas distribution (and transmission)
business). Alinta itself is trading around 10-11 times forecast EBITDA but this is a blended
muttiple of its various businesses (including retailing). N

Other factors that are relevant to a consideration of the implied multiples include the following:

« the AGL infrastructure asscis are substantial, high quality assets that warrant a premium
multiple;

«  the AGL infrastructure business includes an asset management business (Agility) which has a
stronger growth profile than regulated infrastructure assets and could justify a higher multiple
than for businesses that are passive asset owners. On the other hand, the AGL infrastructure
business also inchudes riskier assets such as Gas Valpo;

«  the AGL infrastructure business includes an electricity distribution business (approximately
20% of EBITDA) and such businesses trade at lower multiples than gas distribution
businesses; and

+  the AGL infrastructure business on a standalone basis has a lower relative tax cost basis than
any of its peers (approximately 35-40% of the market value of the assets). Other things being
equal this would suggest a lower multiple than peer group companies.

Having regard to these issues, Grant Samue! believes the multiples implied by the $6.5 billion price
exceed the multiples that would apply to AGL Infrastructure if it was floated as a standalone entity
and therefore include an element of the synergy benefits,

Grant Samuel has also undertaken a “sum of the parts” valuation of the AGL Infrastructure assets.
The value analysis has been undertaken on two bases:

. on a standalone basis — the value at which, under current market conditions, shares in the
business could be cxpected to trade on the sharemarket (i.e. at a discount to the underlying
value of the business as a whole} (“Standalone Value™); and

1 The implied camings multiples decline marginally it APT is excluded form the analysis (i.c. both the valuc attributed to APT and
AGL Infrastructure’s 30%4 share of APT's net profit after tax are excluded from the gnalysis),

Historical and forecast multipies based on EBITDA und EBIT of AGI. Infrastructure including equity accounted profits. This differs
from the presentation set out in Section 5.2.7 of the detailed report. The financial information for AGL Infrastructure shows
distributions frem ActewAGL Distribution (i.c. a share of EBIT). Accordingly, for the purposes of these calculations, EBITDA has
beens adjusted to incorporate AGL Infrastructure’s share of ActewAGL Distribution's EBITDA rather than distributions (i.e. adjusting
for depreciation and amortisation).
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«  ona full control basis — the value appropriate for the business as a whole reflecting the value of
synergies avaitable to potential acquirers (“Full Control Value”). In this case it includes the
vajue of all synergies available to Alinta that have been identified and quaniified. To this
extent the value includes benefits that may be specific to Alinta and therefore may exceed the
value that could be realised from any other potential acquirer. The value is in excess of the
level at which, under current market conditions, shares in the business could be expected to
trade on the sharemarket,

‘The Standalone Value represents the value AGL shareholders could have expected to realise throngh
a demerger whereas the Full Control Value represents the value that could be expected to be realised
if the business was sold to a third party.

In estimating the value of AGL Infrastructure. Grant Samuel has generally had regard to both:

+  multiples of eamings, primarily EBITDA and EBIT; and

+  discounted cash flow analysis.

In addition, for the electricity and gas networks some weight has been given to RAB multiples™.

The price of $6.5 billion exceeds the value of AGL Infrastructure on a standalone basis but is within
the value range on a full control basis:

o R

Gas and Electricity Networks

(including ActewAGL Distribution) 731 3.900 4,200
Agility 732 1,000 1,100
Cawse Cogeneration Facility 733 35 35
Wattle Point Wind Farm 187
Gas Valpo 180
APT 370

Head office savings
{i Total AGL: Infrastructure 3

- 55
6072 L 6,30 07 b 6,827

The price of $19.14 at which 78,904,997 of Alinta’s shares in AGL will effectively be cancelled
has generally been above the market price,

78.904,997 of the 90,504,997 ordinary shares in AGL held by Alinta are 10 effectively be cancelled
for a value of $1.51 billion based on the net cost to Alinta of $19.14 per share (i.e. $19.45 per share
acquisition cost less the $0.31 dividend per share paid by AGL).

The effective cancellation price has generally been above the trading range of AGL shares since
January 2006:

12

Represents enterprise value {i.e. business value before debt) divided by RAB. RAB means regulated asset base and is the value of the

fixed assets set by the relevant regulator as the basis for determining tariffs.
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AGL - Daily Share Price
(1 January 2006 - 18 August 2006)

$20.00 -

$19.00 -

$18.00 -

Transaction |
announced

B17.00 P oo

Price

flﬁ.oo~-———~—~——————--—————-ﬁ——'f ---------------------------

$15.00 . . ; . . : .
Jan-06 Feb-06 Mar-06  Apr-06 May-06  Jun-06 Jul-06 Aug-06

Source: IRESS and Grant Samuel analysis

The volume weighted average share price for AGL in the period frem announcement of the
proposed transaction to 18 August 2006 was $18.46 and from 1 May 2006 to 18 August 2006 was
$18.65. Trading in excess of $19.00 per share has been primarily associated with Alinta’s
acquisition of the 19.9% interest and market reaction to the snnouncement of the proposed
transaction. However, in late July 2006 the AGL share price increased to around $19.00 following
positive eaming guidance for 2005/06. At the same time Alinta shares have traded down suggesting
that both share prices may have been, in part, influenced by institutional and hedge fund portfolio re-
weighting. AGL shares hit an intraday high of $19.80 on 14 August 2006 and closed on 18 August
2006 at $19.46.

Prima facie, AGL sharcholders are disadvantaged by this component of the transaction to the extent
that the effective cancellation price is “above market™. In this regard, it should be noted that:

«  the AGL share price declined from over $19.14 immediately following the announcement of
the proposed transaction to around $18.00 pre mid July 2006. Some of this decline is
undoubiedly attributable to the weakness in global equity markets experienced in May and
June 2006. Nevertheless, it is also arguable that at least part of the weakness in the AGL share
price during this period was a result of a lack of investor and analyst interest in the company
due to the uncertainty surrounding the transaction and the lack of detailed information that has
been available to the market (up until the release of AGL's 2005/06 results). Until late July
very few analysts have published anything other than brief update reports. In effect, the stock
had been “in limbo™;

+ if the current market valee of AGL of $19.00-19.50 is adjusted for the sale of the AGL
infrastructure  business, the value implied for the remaining businesses of AGL is
approximately $5.6-5.8 billion. Autributing no value to the proposed PNG Australian Gas
Pipeline or AGL's portfolio of electricity generation development projects, this value
represents multiples of 9.8-10.2 tmes forecast 2006/07 EBIT and 7.6-7.8 times forecast
EBITDA for New AGL. These multiples are not demanding for a business such as New AGL
when compared to its peers which are all trading at more than 11 times forecast EBIT and
would suggest some upside potential from the $19.00-19.50 level particularly in view of the
potential cost savings from the business re-engineering process underway and the value of the
development portfolio; and

+ a 17.3% interest is a strategic sharcholding (which would atract a premium if there was
another bidder to whom Alinta was prepared to sell). It is not unreasonable to attribute a
premium (albeit modest) to such a shareholding.
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On this basis, it can be argued that the effective cancellation price of $19.14 is not unreasonable and
not above the fair market value of the parcel. In any event, the quantum of the premium paid or
discount received by AGL is small in the context of the scale of the overal] transaction.

& The price paid for the 33% interest in AlintaAGL is appropriate.

New AGL will acquire a 33% interest in AlintaAGL for $367 million (equivalent to $1.112 billion
for 100%). This value imptics multiples of forccast carnings for the year ending 31 December 2007
of 12,6 times EBITDA and 14.2 times EBIT. The implicd multiples are high compared to those for
listed companies in cnergy retailing and generation and transaction multiples provide limited
guidance. Nevertheless, in Grant Samuel’s view, the implied camings multiples arc appropriatc
having rcgard to the strategic value of the AlintaAGL business:

«  AlintaAGL is the incumbent gas retailer in Western Australia with more than 540,000
customer accounts, a 100% share of the residential market and an estimated 90% share of the
commercial and industrial scgment in the arcas it services;

. the Western Australian energy market has:
- evidenced strong growth in recent years and this is expected to continue; and
- has an attractive market structure in terms of the competitive landscape;

+  AlintaAGL successfully moved into electricity retailing in July 2005 (underpinned by its
cogencration business) and full retail contestability in the Western Australian residential
clectricity market {not duc before 2010) represents a significant growth epportunity;

«  there is substantial embedded growth oul to 2009 for AlintaAGL as a consequence of the
commissioning of cogencration facilities currently under construction or committed; and

+  the potential for AlintaAGL to develop further cogeneration units.

It has been agreed by the parties that all transactions in relation to AlintaAGL are to be based on a
pro rata share of the full underlying valuc of AlintaAGL. Thercfore, AGL sharcholders would pay a
price that exceeds the amount that would otherwise be paid for a 33% minority interest (and 10 that
extent Alinta sharcholders are advantaged). Howcever, this is appropriate as the terms of the call
options cnsure that New AGL will not pay in excess of full underlying control value for the
remaining interest in AlintaAGL, despite the change in control.

Further, in the scheme of the overall transaction the value attributed to the 33% interest in AlintaAGL
is not material (it represents a little over 5% of the value atnbuted to the infrastructure assets).

#  New Alinta shares are to be [ssued at $10.80.
The shares in New Alinta to be issued to AGL sharcholders will be issucd at a price of $10.80. This

price was slightly below the Alinta share price at the time of the announcement of the proposed
transaction and is generally consistent with the trading range of Alinta shares since September 2005:

Page 12
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Price

Alinta Share Price
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In recent times the Alinta share price has generally been below $10.80. The shares closed a1 $10.79
on |8 August 2006 and have consistently traded at less than $10.80 since the market downturn at the
beginning of May 2006 with a distinct decline during late July 2006. Nonetheless, Grant Samuel
believes that $10.80 is a “fair” issue price from the perspective of AGL shareholders:

the volume weighted average price for Alinta since July 2006 is within 4% of the notional
issue price which is within the normal boundaries of market price fluctuations that occur over
time in any stock;
the issue price of $10.80 is consistent with longer run volume weighted averages prices for
Alinta shares: and

as with AGL., there is an argument that the share trading in Alinta has been “in limbo™ and may
continue to be so until such time as further information becomes available to the market (e.g
through the scheme booklets) and the transaction is close to being implemented.

®  The AlintaAGlL arrangements create benefits and risks for AGL shareholders.

New

AGL and New Alinta will initially own 33% and 67% respectively of AlintaAGL. New AGL

will hold call options to acquire the remaining 67% over a five year period. The AlintaAGL
arrangements create both benefits and risks for AGL shareholders:

the call options provide New AGL:

- with a basis for expansion in the strongly growing Western Australian retail energy
market;

- the opportunity to asscss the economics of the AlintaAGL business prior to investing
further; and

- with the opportunity to create a wholly owned national footprint of retail and generation
activities in gas and electricity (assuming it exercises the call options and it penetrates the
Queensland market).

However:

- New AGL may not ultimately acquire all of AlintaAGL (in fact New Alinta may reclaim
100%}) and New AGL may not be able 10 establish a national footprint through other
means; and

- if New AGL acquires 100% of AlintaAGL:

- there is a risk that New Alinta could re-enter the energy retailing or cogeneration
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businesses; and
- the loss of the “Alinta” brand name is an operational risk (see below);

. although the pre agreed pricing for the first call option gives certainty to part of the pricing
equation, pricing risk remains as energy retailing is a volatile activity and eamings could
fluctuate substantiaily. Market valuation parameters could also move over the period.
Notwithstanding these pricing risks:

- the price risk may not be material in the context of the size of New AGL and New Alinta;

-~ New AGL’s level of inflzence over AlintaAGL will increase with exercise of the first call
option; and

- New AGL can choose not to exercise the first call option and retain the opportunity to
acquire 100% of AlintaAGL via the second call option. .

The exercise price for the second call option is based on a “russian rowtlewte” provision (i.e. if
New AGL does not exercise its option based on the price proposed by New Alinta then New
Alinta must pay the equivalent price for New AGL’s existing interest). This approach provides
protection for AGL shareholders in that an excessive price is unlikely to be proposed by New
Alinta and therefore a reasonable, markel supportable price should ensue for 100% control of
AlintaAGL;

+  should New AGL acquire 100% of AlintaAGL then onc year later the licence to use the
“Alinta” brand name will terminate. To the extent that the “Alinta™ brand name is an important
factor in the success of WA Retail's position in the Western Australian market, the loss of the
brand is a risk for New AGL. However:

- itis not certain how critical the “Alinta” brand will be for AlintaAGL's market position at
that time;

~  AGL will be able to consider the issues involved in rebranding prior to exercise of the
option; and

- twelve months appears to be a reasonable length of time in which to achieve rebranding,
particularly as the “AGL" brand will have been associated with the business for five years
and, as an incumbent energy retailer in a concentrated market (with a dominant marke
share}, rebranding should be less fravght than in other situations.

= There are no material adverse taxation consequences.

The proposed transaction has no material tax consequences for the existing or new companies or the
vast majority of shareholders,

AGL sharcholders who are Australian residents for tax purposes and who hold the shares on capitai
aceount:

«  who acquired their AGL shares on or after 20 September 1985 should be eligible for CGT
scrip-for-scrip rollover relief to defer the CGT consequences of the proposed transaction;

»  who acquired their AGL shares prior to 20 September 1985 will forfeit their pre-CGT status
and their new shares in New AGL and New Alinta will be subject to CGT from
implementation date {although AGL has estimated that this will affect less than 5% of
shareholders); and

= who sell New AGL shares within 12 months of implementation date will not be eligible for the
50% CGT discount.

Further details on the taxation consequences of the proposed transaction for Australian resident
shareholders are set out in the AGL Scheme Booklet. [In any event, the tax consequences for
sharehelders will depend upon their individual circumstances. If tn any doubt, shareholders should
consult their own professional adviser.
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®  There are a number of other risks, disadvantages and costs for AGL shareholders which are
nel inconsequential,

As with virually all merger transactions, there are costs, disadvantages and risks (for both groups of
shareholders). For AGL shareholders, the key issues are: .

+«  New AGL will be more highly geared than under the original demerger proposal with pro
forma net debt of approximately $1.3 billion and gearing ratio of 28.5% (although more lowly
geared than AGL standalone) and will have a fairly ambitious capital expenditure program
(particularly on new generation assets). A downgrading of its credit rating could affect New
AGL’s business operations (e.g. for trading energy derivatives). New AGL has flagged that it
may raise equity if required following the proposed transaction to fund its growth program
(possibly in multiple forms including by reintroduction of a dividend reinvestment plan and
hybrid securities raisings);

. the effective cancellation of the 78,904,997 shares (17.3%) and the increased debt reduces the
market capitalisation of New AGL to around $4.8 billion (in companson to AGL's $8.9
billion). The reduced size of New AGL may potentially reduce liquidity and decrease its
attractiveness for some investors. However, it will be a substantial company in its own right
(8&P/ASX50) and will regain the relatively open and diverse (albeit not highly liquid) share
register of AGL. On the other hand, AGL sharcholders will hold 46% of New Alinta which
will be substantially larger than Alinta today;

«  the exposure of AGL sharcholders to the 50% interest in the proposed PNG Auvstralian Gas
Pipelie will increase by approximately 21% (collectively from 82.7% to 100%). The PNG
Australian Gas Pipeline is a very large greenfields project with the attendant risks that entails.
However, AGL shareholders should note:

- they are already substantially exposed to this project;

- the project is expected to deliver a range of operational and other business benefits for
New AGL:

- asignificant proportion of the capital cost will be funded by non-recourse project finance;
and

- New AGL does not intend to hold a significant interest on a long term basis.

«  the Alinta business model whereby infrastructure assets may be spun out into satellite entities
with management of the assets retained contractually by Alinta may not appeal 1o all AGL
sharcholders, This business model contrasts with the “integrated” energy utility model of AGL
and the intemal managemen! model that underpinned AGL's original demerger proposal.
While the external model has its critics (e.g. fee levels, ability to manage, etc.), AGL
shareholders should note that, as shareholders in New Alinta, they will be shareholders in the
“head™ company not in a satellite entity subject to the management fees;

»  the exercise of cither of the put options over Gas Valpo or Wattle Point Wind Farm by New
Alinta would double the exposure of AGL shareholders to these assets, collectively from 46%
to 100% (although it should be noted that currently (i.e. prior to the proposed transaction) AGL
shareholders have an 82,7% exposure to these assets) and places additional pressure on gearing
(although New AGL has indicated that, in relation to Wattle Point Wind Farm, it would seek to
enter into similar arrangements to those entered into with New Alinta with a third party).
However, AGL shareholders already have a substantial exposure to these assets and both assets
will fit within New AGL’s operational and management expertise;

«  the loss of the benefits of diversification inherent in AGL’s current mix of businesses (although
this can be achieved by choosing to continue to hold New AGL and New Alinta shares);

«  the loss of synergy benefits derived from being part of the larger AGL group. However, such
benefits were limited and primarily related to scale benefits in dealing with third parties. AGL
shareholders will lose these benefits to some degree in relation to the activities of New AGL
and maintain (and possibly improve) these benefits as a result of the size and scale of New
Alinta;

« the divestment of any units in APT (including the 30% interest acquired from AGL and
Alinta’s recent on market purchases) and, unless otherwise notified, certain Agility contracts as
a consequence of court enforceable undertakings agreed with the Australian Competition &
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Consumer Comimission has implications for the future financial performance of New Alinta (of
which AGL shareholders will collectively own 46%). However, the undertakings are not
expected to impact the level of cost savings forecast to emerge from combining the asset
management businesses under the proposed transaction {of which AGL shareholders capture
100% of the savings up to $6.5 billion and 46% of any additional benefits). In addition, as the
assets to be divested are forecast to contribute around 5% of pro forma 2007 operating profit
(excluding any allowance for the APT units acquired on market since 16 August 2006) the
impact on New Alinta's future performance is unlikely to be material (particularly as future
growth opportunities arise);

+  the proposed transaction is being undertaken on a “public markets™ basis (i.e. without the
benefit of detailed due diligence being undertaken by each company on the other). This creates
risks for AGL shareholders in that:

- New AGL is acquiring 33% interest in AlintaAGL for $367 million; and
- they are effectively acquiring a 46% interest in New Alinta.

However:

- Alinta is subject to the continuous disclosure regime (i.e. any matter which has the
potential to have a material impact on market value should already be known to the
market); and

- certain legal or commercial arrangements between the parties have been put in place to
mitigate (at least for a period of time) risks associated with implementation of the
transaction. However, they offer only limited protection; and

« any merger of two businesses faces integration risks (including the potential for “culture
clashes”, management and business restructures) which may affect the ability to extract the
expected synergies or adversely impact the existing business operations, Further, any estimate
of merger synergies is inherently uncertain. On the other hand, Alinta considers its estimate of
merger synergies ($60 million per annum by 2009 or $55 miilion in present value terms) to be
realistic and has built a track record of successfully integrating businesses and extracting
synergy benefits.

4 Other Matters

This report is general financial product advice only and has been prepared without taking into account the
objectives, financial situation or needs of individual AGL shareholders. Because of that, before acting in
relation 1o their investment, shareholders should consider the appropriateness of the advice having regard
to their own objectives, financial situation or needs. AGL shareholders should read the scheme booklet
issued by AGL in relfation to the proposed transaction.

Approval or rejection of the proposed transaction is a matter for individual shareholders, based on their
expectations as to value and future market conditions and their particular circumstances including risk
profile, liquidity preference, investment strategy, portfolio structure and tax position. Shareholders who
are in doubt as to the action they should take should consult their own professional adviser.

Any decision to continue to hold shares in New AGL or New Alinta is a separate investment decision
upon which Grant Samuel does not offer an opinion. Sharcholders should consult their own professional
adviser in this regard.

Grant Samuel has prepared a Financial Services Guide as required by the Corporations Act, 2001. The
Financial Services Guide is included at the beginning of the full report.

This letter is a summary of Grant Samuel’s opinion. The full report from which this summary has been
extracted is attached and should be read in conjunction with this summary.

The opinion is made as at the date of this letter and reflects circumstances and conditions as at that date.

Yours faithfully
GRANT SAMUEL & ASSOCIATES PTY LIMITED
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| ] | GRANT SAMUEL & ASSQOCIATES

LEVEL 1% GOVERNOR MACQUARIE TOWER
1 FARRER PLACE SYDNEY NSW 2400

GPD BOX 4301 SYDNEY NSW 2001

T: +81 2 9524 4219 | F: +41 2 #324 4201

www.granisamuel.com.au

Financial Services Guide

Grant Samuel & Associates Pty Limited (*Grant Samuel™} holds Australian Financial Services Licence No. 240985 authoriging it
to provide financial product advice on securities and interasts in managed investments schemes to wholesale and retail clients,

The Corporations Act, 2001 requires Grant Samuel to provide this Financial Services Guide {"F$G") in connection with its
provision of an independenl expert's report ("Report”} which is included in a document ("Disclosure Document™) provided to
membars by the company or other entity (“Entity”) for which Grant Samuel prepares the Report.

Grant Samuel does not accept instructions from retail clients. Grant Samuel provides no financial services directly to retail
clienis and receives no remuneration from retail clients for financial services. Grant Samuel does not provide any personal retail
financial product advice to refail investors nor does it provide market-related advice to retail investors.

When providing Reports, Grani Samuel's client is the Entity to which it provides the Report. Grant Samuel receives its
remuneration from the Eatity (or Entities). In respect of this Reper, Grant Samuel has been engaged by both The Australian
Gas Light Company ("AGL") and Alinta Limited (“Alinta") in relation 1o the proposed {ransaction. The Report will be provided to
shareholders of both AGL and Alinta. Grant Samuel will receive a fixed fee of $450,000 plus reimbursement of 50% of out-of-
pocket expenses from each of AGL and Alinta for the preparation of this Repart {as stated in Section 8.3 of the Report).

No related body corporate of Grant Samuel, or any of the directors or employees of Grant Samuel or of any of those related
bodies or any associate receives any remuneration or other benafit attributable to the preparation and provision of the Report.

Grant Samuel is required o be independent of the Entities in order to provide a Reporl. The guidelines for independence in the
preparation of Reports are set out in Practice Note 42 issued by the Australian Securities Commission (the pradecessor 1o the
Australian Securities & Investiments Commission) on 8 December 1993. The following information in relation 1o the
independence of Grant Sarnuel is stated in Section 8.3 of this Report:

“Grant Samual and its retaled entities do not have at the date of this report, and have not had within the previous two years, any
shargholding in or other relationship with AGL or Alinta that could reasonably be regarded as capabie of effecting its ebility to
provide an unbiased opinion in relation to the proposed transaction. Gran! Samuel advises that;

® Grant Samuel commenced work on an independent valuation of AGL in Aprit 2006 in relation to the Alinta Offar. The
assignment was not compieled and was terminated following the announcement of the proposed transaction on 26 Apnif
2006;

" Grant Semusl propared an independent expert’s report dated 13 February 2006 in refation to AGL's demerger propesal;

®  Grant Samue! was appointed by AGL in March 2001 o prepare an independent expert’s raport in relation to a transaction
which did not proceed and therefore the report was not complated;

" Grant Samuel Debt Structuning & Advisery Ply Limited, a relaled company of Grant Samuel, has been engaged by certain
Papus New Guinea provincial governments to provide advisory services in relation to the PNG Upstraam Gas Project;

®  Grant Samuel was relained by APT in 2004 to prepam cartain valuations for lax consolidalion purposes;

® over ihe last five years Grant Samuel & Associales Limited, a New Zealand related company of Grant Samuel, has
prepared independent reports in relation to NGC, a former subsidiary of AGL; and

® three Grant Samuel executives holds small parcels of shares in AGL {in aggregate represents less than 7,000 shares) and
one Grant Samuel group executive holds a parcel of less than 1,000 sharas in Alinta.
Grant Samuel had no part in the formulation of the proposed transaction. Its only role has been the preparation of this report.

Grant Samuel will receive a fixed fos of $450,000 from each of AGL and Alinta for the preparation of this report. These fees are
nol contingent on the ouicoma of the proposed iransection. Grant Samuel’s owd of pocket expensas in reialion lo the
preparation of the repor! will be reimbursed as io 50% by each of AGL and Alinta. Granl Samuel will receive no other henefit for
the proparation of this report.

Grant Samuel considers itseff to be independent in terms of Praclice Note 42 issuad by the ASIC (previously known as
Auslralian Secunties Commission) on 8 Dacembar 1993,*

Grant Samuel has intemal complaints-handling mechanisms and is a member of the Financial Industry Complaints Services'
Cormplaints Handling Tribunal, No. F 4197.

Grant Samuel is only responsible for the Report and this FSG. Complaints or questions about the Disclosure Document should
not be directed to Grant Samuel which is not responsible for that document. Grant Samuel will not respond in any way that
might involve any provision of financial product advice to any retail investor,

GRANT SAMUEL & ASSOCIATES PTY LIMITED
ABN 28 050 038 372 AFS LICENCE NO 240985
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Terms of the Proposed Transaction
Background

The Australian Gas Light Company (“AGL™) operates throughout the energy sector value chain,
primarily in Australia. It is a top 50 Australian Stock Exchange (“ASX") listed company with a current
market capitalisation of approximately $8.9 billion, AGL owns 30% of ASX listed Australian Pipeline
Trust (“APT") and provides management services to APT. On 31 October 2005, AGL announced a
proposal to separate its retail and wholesale energy business and its infrastructure and asset management
business into two separately listed companies, AGL Energy Limited and AGL Infrastructure Limited (the
“demerger proposal’). The demerger documentation was released on 13 February 2006.

Alinta Limited (“Alinta™) is an integrated energy company operating throughout Australia. It is a top 100
ASX listed company with a current market capitalisation of approximately $2.8 billion. Alinta's
operations encompass energy marketing and retailing (primarily in Western Australia), ownership of
interests in energy infrastructure assets and the management and operation of energy infrastructure assets
and associated businesses. Alinta owns 20% of ASX listed Alinta Infrastruciure Holdings ("AIH") and
provides management services to AIH,

On 21 February 2006, Alinta announced that it had acquired 10% of AGL from institutional and
professional investors for $19.45 cash per share and requested AGL enter into merger discussions based
on suggested financial terms. Alinta continued to purchase shares on market at prices up to $19.45 per
share and increased its shareholding in AGL to 19.9%. Prehiminary discussions in relation to a protocol
for merger discussions were held between the companies. AGL rejected Alinta’s proposal on 13 March
2006 and announced its own proposal to merge with Alinta through an off-market scrip takeover offer
based on the same exchange ratio proposed by Alinta {the “AGL Offer”) and formally withdrew its
demerger proposal. Alinta immediately rejected the AGL Offer,

Alinta subsequently announced its own off-market scrip takeover offer for AGL based on the ratio
previously proposed (the “Alinta Offer”) which was also rejected by AGL. During the following weeks
there were proceedings with the Takeovers Panel but both Bidder's Statements were served.

On 26 April 2006, AGL and Alinta announced that they had reached an agreement to merge and
restructure their respective businesses to create two separate listed companies (“the proposed
transaction™);

®  Alinta Limited (“New Alinta”) which will focus on the ownership and management of energy
infrastructure assets. New Alinta will combine the infrastructure and asset management businesses
of Alinta and AGL and will be managed by the current Alinta management team. Alinta
shareholders and AGL shareholders (other than Alinta) will own approximately 54% and 46%
respectively of New Alint; and

*  AGL Energy Limited (“New AGL") which will focus on energy retailing. trading and generation
(i.e. an integrated merchant energy business). New AGL will be managed by the current AGL
management team, Existing AGL shareholders (other than Alinta) will own 100% of New AGL.

There will be no cross shareholdings between the companies.

A binding Heads of Agreement was executed on 26 Aprit 2006 and, on 1 June 2006, AGL and Alinta
signed a detailed Merger Implementation Agreement (the “Merger Implementation Agreement™) (with
additional required agreements signed on 22 June 2006).

(verview of the Transaction

The transaction will be implemented by two interdependent schemes of arrangement under which Alinta
and AGL shareholders transfer their interests into a subsidiary of a new holding company (which
becomes New Alinta). AGL shareholders will also receive rights to shares in New AGL which will own
the relevant energy businesses and be spun out of New Alinta. There are a number of other detailed
implementation steps (internal reorganisations, debt reorganisations, etc) which are set out in detail in the
respective scheme booklets.
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However, in simple terms, the economic substance of the proposed transaction is:

" New Alinta will acquire the infrastructure and asset management businesses of AGL (excluding its
50% interest in the proposed PNG Australian Gas Pipeline) for $6.5 billion and assume related net
debt of $3.104 billion. The businesses New Alinta will acquire include: |

« 2 gas network tn New South Wales, an electricity network in Victoria and 50% of ActewAGL
Distribution Parnership (the distribution component of ActewAGL, the multi-utility joint
venwre with the government of the Australian Capital Territory (“ACT™):

+  the Agility infrastructure management and services business (“Agility”™);

« the Wattle Point Wind Farm in South Australia and the Cawse Cogeneration facility in
Western Australia;

+  Gas Valpo, a regional gas distribution and retailing business in Chile; and
. a 30% interest in APT;

" 78,904,997 of the 90,904,997 ordinary shares in AGL owned by Alinta (i.e. a 17.3% interest in
AGL)' will effectively be cancelled at a price of $19.14 per share {$1.51 billion in total}, equivalent
to Alinta’s purchase price of $19.45 less the interim dividend of $0.31 paid by AGL in March 2006;

" approximately $970 million of Alinta’s $1.2 billion external debt (being debt relating to its 19.9%
shareholding in AGL) will effectively be assumed by New AGL;

" New AGL will subscribe for a 33% interest in a joint venture company to be known as AlintaAGL,
which will own:

+  Alinta’s retail gas and electricity business in Western Australia (“WA Retail™); and

= Alinta’s electricity cogeneration business (“Cogeneration™) including plants (existing, under
construction and planned) at the Pinjarra and Wagerup alumina refineries owned by Alcoa of
Australia Limited (“Alcoa™) and future rights Alinta has to continue to develop cogeneration
facilities on these sites’; and

The purchase price for the 33% interest in AlintaAGL is $367 million. New AGL will be granted
call options to acquire the remaining 67% of AlintaAGL over a five year period (see Section 5.3).

The net vatue of $2.489 billion to Alinta will be satisfied by issuing New Alinta shares (at a nominal price
of $10.80) to AGL shareholders (other than Alinta) who will receive approximately 0.61' New Alinta
shares for every AGL share held. AGL sharchelders (other than Alinta) will hold shares equivalent to
approximately 46%"' of New Alinta and 100% of New AGL. Alinta shareholders will hold shares
equivalent to approximately 54%* of New Alinta.

This differs to the proposed transaction anncunced on 26 April 2006 as 12 million of the shares Alinta holds in AGL are subject o
options deeds with third parties (see Section 3.5 of this report). As a conseguence, Alinta and AGL have agreed to a reduction in the
number of sheres to be effectively cancelled and a reduction in the Alinta debt te be effectively assumed by AGL. To the extent that
the call options over the 12 million AGL shares are not exercised, the AGL shares subject of the unexercised options will be acguired
by Goldman Sachs JB Were Pty Lid and UBS AG, Australia Brench ("GSJBW/UBS™) and the New AGL and New Alinta shares
issued w GSIBW/URBS on impl ion of the proposed transaction will be sold into the market.

AIH has waived its rights of first refusal over Cogenenition.

4 Being 230,462,963 New Alinta shares {calculated based on a net merger value of $2.489 billion divided by $10.80) divided by
377.005,467 AGL shares (being AGL issued shares less 78,904,997 of the 90,904,997 AGL shares held by Alinta). The number of
shares to be issued by Alinta will change by the amount by which the net merger vatue increases as a consequence of the amount of
dividend reinvested by AGL under the APT dividend reinvestment plan in the period prior 1o completion of the proposed transaction,
Calewlated based on 274,517,121 Alinu ordinzry shares on issue (including Alinta RePS which will be converted into ordinary shares
on 31 August 2006 and an assumed level of pericipation in the dividend reinvestment plan for Alinta’s interim dividend) prior 1o
implementation. On a fully diluted basis (i.e. assuming all Alinta options are exercised), AGL shareholders will hold shares
equivalent tc approximatcly 45% of New Alinta and Alinta sharcholders will hold 55%.
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The effect of the proposed transaction can be depicted graphically as follows:

Current Ownership Structure

2 Whotesale' Energy*-g;(".
; Wesfarimers LPG;"-'!
AR TR A

Notes: {1} AGL will alse hold two call options 1o acquire the remaining 67% of AlintaAGL over five years.
(2) Excluding the proposed PNG Australian Gas Pipeline,
(3) Tncluding interests in AlH, United Encrgy Distribution, Muttinet Gas, Dampicr Bunbury Natural Gas Pipeline and APT.
{4) Tuo the extent that the call options over the 12 million AGL shares are not exercised, the AGL sharcs subject of the
unexercised options will be acquired by GSIBW/UBS and the New AGL and New Alinta shares issued 1o
GSIBW/UBS on implementation of the proposed transaction will be sold into the market.

Other Efements of the Transaction

Other elements of the proposed transaction include:

® AL shareholders {inctuding Alinta) will retain their entitlement to the AGL final dividend for the
year ending 30 June 2006 (36.5 cents per share payable on 25 September 2006) pius a dividend for
the period from 1 July 2006 to implementation (anticipated to take place in October 2006} which
will be calculated by pro rating AGL's forecast dividend of 79.5 cents per share for the year ended
30 June 2007;

Page 3

The Australian Gas Light Company Scheme Booklet — Part 2

589




PPage 316 of 457 Docld: SE1581032 ACN :115 061 375

GRANT SAMUEL

®*  Alinta shareholders will retain their entitlement to the Alinta interim dividend for the six months to
30 June 2006 (23.0 cents per share payable on 29 September 2006) plus a dividend for the period
from 1 July 2006 to implementation which will be calculated by pro rating Ahlinta's forecast
dividend for the year ended 31 December 2006;

" Alinta reset preference shares (“RePS") are to be converted into Alinta shares on 31 August 2006 in
accordance with Alinta’s entitlement to do so under the terms of issue (see Section 4.5). As a
consequence, holders of RePS will participate in the proposed transaction as ordinary shareholders;

®  Alinta options are to eftectively be cancelled in exchange for New Alinta options on substantially
the same terms and value:

" the New Alinta board will consist of a minimum seven directors of whom at least three at
implementation date must be acceptable to both Alinta and AGL. It is currently intended that the
New Alinta board would comprise the seven cumrent directors of Alinta. In addition, Bob Browning
will be the Chief Executive Officer;

® the New AGL board will consist of five of the seven current AGL independent directors. In
addition, Paul Anthony will be the Chief Executive Officer and Managing Director;

" AlintaAGL will be govemned by the operation of a Shareholders’ Agreement (see Section 5.3.3). In
summary, the board will comprise two New Alinta representatives and one New AGL representative
for the first three years following implementation. After this period, board representation will be
proportionate to ownership interests. Existing Alinta management will operate AlintaAGL with a
finance manager appointed by New AGL; -

= New AGL and New Alinta will grant royalty free licences to AlintaAGL 1o use the “AGL” and
“Alinta” brand names respectively for a period which expires one year after AlintaAGL becomes
100% owned by either New AGL or New Alinta;

®  New AGL will grant New Alinta put options such that New Alinta can:
«  within twelve menths of implementation sell back Gas Valpo; and/or
. within six months of implementation sell back the Watile Point Wind Farm,
to New AGL at the same price as these assets were acquired by Alinta;

=  New Alinta must not dispose of, or grant any right in, any AGL infrastructure asset within one year
after implementation. This restriction does not apply:

+  to the disposal of Gas Valpo:

«  to the disposal of AGL infrastructure assets to AIH which have a value of less than $1.2 billion
in the period commencing six months after implementation (provided AIH has consented to the
transfer of Cogeneration to AlintaAGLY; or

«  if New Alinta sharcholders approve the disposal.

If, within twelve months of implementation, New Alinta proposes to sell the APT units acquired,
New AGL will have a first right of refusal to acquire the units at a cash price which is the higher of
$4.34 per unit (the price at which the units were acquired by Alinta} and the ten day volume
weighted average price of APT units following New Alinta’s notice of proposed sale;

= if Alinta is required by a regulatory authority to dispose of or not acquire any of the AGL
Infrastructure assets then arrangements have been agreed to deal with the relevant assets®;

On 3 August 2006 the Australian Competition & Consumer Commission ("the ACCC™) anmounced ils decision not o oppose the
proposed transaction after accepting court enforceable undertakings from Alinta in relation to the divestment of units hetd in APT and,
subject to the ACCC’s final views, management and operational sevvices provided by Agility to the Moomba 1o Sydney Pipeline and
the Parmelia Gas Pipeline (refer Section 6.6.4). Over the period from 16 August 2006 to 22 August 2006 Alinta scquired 28.6 million
units in APT (approximately 10.25%) on market at prices up to $5.00 per share {total cost of $142.9 million). On 21 August 2006
APT mude ar application to the Takeovers Pancl for a declaration of unacceplable circumstances against Alinta in relation lo its recent
purchases of units. On 22 August 2006 the Takcovers Panel made interim orders preventing Alinta from acquiring, disposing or
otherwise dealing with APT units. Further, in accordance with the undertakings made to the ACCC, New Alinta is required to divest
any interestin APT (including the 30% interest le be acquired frem AGL and the recent acquisitiens) by an agreed date.

Page 4

The Australian Gas Light Company Scheme Booklet - Part 2




Page 317 of 457 Docld: SE1581032 ACN :115 061 375

GRANT SAMUEL

" AGL and Alinta have agreed to:

. ne shop/no talk provisions. Subject to directors’ fiduciary obligations, neither party can
facilitate, solicit or encourage or enter into discussions in relation to competing transactions.
In consideration, AGL and Alinta have agreed to a break fee of $45 million payable by either
party if ¢ertain events occur (refer to the scheme booklets for details); and

«  astandstill agreement for 24 months after implementation. That is, neither party will, without
the other party’s prior approval, acquire or sell (or agree to acquire or sell} any security,
derivative, instrument or property of the other party, solicit proxies or otherwise seek to
influence or control the management on policies of the other party or assist any other person to
any of those things. This standstill provision ceases to apply in relation to New AGL or New
Alinta if a third party announces a proposal to acquire all of the issued sharcs of the other;

*  sharcholders with registered addresses outside of Australia and its external temritories, Hong Kong,
Japan, New Zealand, Singapore, the United Kingdom or the United States of America (“ineligible
overseas shareholders™), will not be entitled to receive New AGL or New Alinta shares. I[neligible
overseas shareholders will receive the net proceeds of the sale of the shares to which they would
otherwise be entitled; and

®  to the extent that the call options over 12 million of Alinta’s 90,904,997 shares in AGL are:

+  exercised then the optionhelders will pay Alinta cash equal to $19.10 per AGL share (i.c. a
maximum of $229.2 million) and will participate in the proposed transaction; or

+  not exercised then the AGL shares subject of the unexercised options will be acquired by
GSIBW/UBS (after the transaction dividend record date but prior to the AGL Scheme record
date) for $19.14 per share (i.e. to a maximum of $229.68 miltion). GSIBW/UBS will
participate in the proposed transaction and be issued shares in New AGL (te a maximum of 12
million New AGL shares) and shares in New Alinta (to a maximum of 7,336 million New
Alinta shares). GSIBW/UBS will then sell these shares into the market.

Conditions Precedent

In addition to AGL and Alinta shareholder approval and the approval of the schemes of arrangement by
the Federal Court of Australia, the proposed transaction is subject to a number of conditions precedent (as
set out in the Merger Implementation Agreement) including:

" relevant taxation rulings are obtained:
*  no regulatory intervention:
" no material adverse change in AGL Infrastructure or Alinta;

*  no material acquisition or disposal in relation to AGL Infrastructure without Alinta’s prior written
consent or by Alinta without AGL's prior written consent; and

"  consent of all relevant material third parties.

In addition, the proposed transaction has a sunset date of 31 Brecember 2006 (or any such later date as
agreed berween the parties).

Existing Takeovers

Notwithstanding the announcement of the proposed transaction and the execution of the Merger
Implementation Agreement, the takeover processes for the Alinta Offer and the AGL Offer remain on
foot. Accordingly, the Bidder's and Target’s Statements for both offers have been issued to shareholders.
The AGL Offer and the Alinta Offer have both been extended to 31 October 2006. These offers can
continue to be extended until the schemes of arrangement are approved by the court {expected to be in
Ociober 2006).
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2 Scope of the Report

2.1  Purpose of the Report

The proposed transaction is to be implemented by way of two interdependent schemes of
arrangement under Section 411 of the Corporations Act, 2001 (*Corporations Act™), one for AGL
("the AGL Scheme™) and one for Alinta (“the Alinta Scheme™).

Under Section 411, 4 scheme of arrangement must be approved by a majority in number (i.¢. at
least 50%) of ¢ach ¢lass of sharcholders present and voting (either in person or by proxy) at the
meeting, representing at least 75% of the votes cast by members of that class on the resolution.
Specifically:

®  two classes of AGL shareholders are each being asked to approve a resolution under Section
411 to implement the AGL Scheme. The first class comprises all AGL sharcholders other
than Alinta. The second class compnises Alinta. Both classes of AGL sharcholders must
approve the AGL Scheme by the required majority for the AGL Scheme to be approved; and

= Alinta shareholders (as a single class) are being asked to approve a resolution under Section
411 to implement the Alinta Scheme,

Failure for cither the AGL Scheme or the Alinta Scheme to be approved will result in the proposed
transaction not proceeding. If approved by sharcholders, cach scheme of arrangement is then
subject to approval by the court.

Part 3 of Schedule 8 to the Corporations Regulations prescribes the information to be sent to
shareholders in relation to schemes of arrangement pursuant to Section 411. Part 3 of Schedule 8
requires an independent expert’s report in relation to a scheme of arrangement to be prepared when
a party 1o a scheme of arrangement has a prescribed shareholding in the company subject to the
scheme, or where any of its directors are also directors of the company subject to the scheme. In
those circumstances, the independent expert’s report must state whether the scheme of
arrangement is in the best interests of shareholders subject to the scheme and must state reasons
for that opinion.

Although there is no requirement in the present circumstances for an independent expert’s report
pursuant to the Corporations Act or the ASX Listing Rules, the directors of both AGL and Alinta
have jointly engaged Grant Samuel & Associates Pty Limited (“Grant Samuel”) to prepare an
independent expert’s report for the shareholders of both companies setting out whether, in its
opinion, the proposed transaction is:

®  in the best interests of AGL shareholders; and

® in the best interests of Alinta shareholders.

A copy of this report will accompany the Notices of Meeting and Explanatory Memorandums
(“the scheme bocklets™) to be sent by AGL and Alinta to their respective sharcholders.

This report is general financial product advice only and has been prepared without taking into
account the objectives, financial situation or needs of individual shareholders. Because of that,
before acting in relation to their investment, shareholders should consider the appropriateness of
the advice having regard to their own objectives, financial situation or needs. AGL shareholders
should read the scheme booklet issued by AGL (“the AGL Scheme Booklet™) and Alinta
shareholders should read the scheme booklet issued by Alinta (“the Alinta Scheme Booklet™) in
relation to the proposed transaction,

Approval or rejection of the proposed transaction is a matter for individual shareholders based on
their expectations as to value and future market conditions and their particular ctreumstances
including risk profile, liquidity preference, investment strategy, portfolie structure and tax
position, Shareholders who are in doubt as 1o the action they should take in relation to the
propased transaction should consult their own professional adviser.

Any decision to continue to hold shares in New AGL or New Alinta is a separate investment
decision upon which Grant Samuel does not offer an opinion. Shareholders should consult their
own professional adviser in this regard.
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2.2 Basis of Evaluation

There is no legal definition of the expression “in the best interests”. The Australian Securities
Commission (now the Australian Securities and Investments Commission (*ASIC™)) issued Policy
Statement 75 which established certain guidelines in respect of independent expert’s reports
prepared for the purposes of Sections 411, 640 and 703 of the Corporations Act. Policy Statemnent
75 is primarily directed towards reports prepared for the purpose of Section 640 and comments on
the meaning of “fair and reasonable” in the context of a takeover offer. The statement gives
limited guidance as 1o the regulatory interpretation or meaning of “in the best interests™ other than
1o imply that it is similar to “fair and reasonable”.

Schemes of arrangement pursuant to Section 411 can encompass a wide range of transactions.
Accordingly, “in the best interests”™ must be capable of a broad interpretation to meet the particular
circumstances of each transaction. This involves a judgement on the part of the expert as to the
overall commercial effect of the transaction, the circumstances that have led to the proposal and
the alternatives available. The expert must weigh up the advantages and disadvantages of the
proposal and form an overall view as to whether the shareholders are likely to be better off if the
proposal is implemented than if it is not.

In Grant Samuel’s opinion, the most appropnate basis on which to evaluate the proposed
transaction is to assess the overall impact on the shareholders of AGL and Alinta and to form a
Jjudgement as to whether the expected benefits outweigh any disadvantages and risks that might
result for shareholders of each company.

In forming its opinion as to whether the proposed transaction is in the best interests of AGL
shareholders and Alinta shareholders, Grant Samuel has considered the following:
®  the impact on business operations if the proposed transaction proceeds;

"  the appropriatencss of the values attributed to the various elements of the proposed
transaction; :

®  the effect on earnings and dividends attributable to the shareholders of ¢ach company;
" the effect of the transaction on the finzncial position of each company,
" any other advantages and benefits arising from the proposed transaction; and

" the costs, disadvantages and risks of the proposed transaction.

2.3 Sources of the Information
The following information was utilised and relied upon, without independent verification, in
preparing this report:
Publicly Available Information
®  the AGL Scheme Booklet and the Alinta Scheme Booklet (including earlier drafis);

" AGL's Demerger Beoklet dated 13 February 2006, AGL’s Bidder’s Statement dated 24 April
2006 in relation to the takeover offer for Alinta and AGL’s Target’s Statement dated 8 May
2006 in relation to the takeover offer by Alinta (the “AGL Target's Statement™};

®*  Alinta’s Bidder's Statement dated 24 March 2006, the Supplementary and Replacement
Bidder’s Statements dated 31 March 2006 and the Second Supplementary Bidder's Statement
dated 18 May 2006 in relation to the takeover offer for AGL (the “Alinta Bidder's
Statement™) and Alinta’s Target’s Statement dated 20 June 2006 in relation to the takeover
offer by AGL;

*  annual reports of AGL for the five years ended 30 June 2005;

®  preliminary final report of AGL for the year ended 30 June 2006;

®  annual reports of Alinta for the six years ended 31 December 2005;
®  half yearly report of Alinta for the six months ended 30 June 2006;

®  press releases, public announcements, media and analyst presentation material and other
public filings by AGL and Alinta including information available on their websites:
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®*  brokers' reports and recent press articles on AGL, Alinta and the energy and infrastructure
sectors; and

®  sharemarket data and related information on Australian and sclected international listed
companies engaged in the energy and infrastructure sectors.

Non Public Information provided by AGL

® financial models, intemal forecast and accountant’s review reports on AGL Infrastructure;
" board papers and other intemal briefing papers relating to the proposed transaction; and

" other confidential documents, presentations and working papers.

Non Public Information provided by Alinta
*  management accounts for Alinta and internal financial forecast models for AlintaAGL; and

*  other confidential documents, presentations and working papers.

Grrant Samuel has also held discussions with, and obtained information from, senior management
of AGL and Alinta and their respective advisers.

2.4 Limitations and Reliance on Information

Grant Samue! believes that its opinion must be considered as a whole and that selecting portions of
the analysis or factors considered by it, without considering all factors and analyses together, could
create a misleading view of the process underlying the opinion. The preparation of an opinion is a
complex process and is not necessarily susceptible to partial analysis or summary.

Grant Samuel’s opinion is based on economic, sharemarket, business trading, financial and other
conditions and expectations prevailing at the date of this report. These conditions can change
significantly over relatively short periods of time. If they did change materially, subsequent to the
date of this report, the opinion could be different in these changed circumstances. However, Grant
Samue] has no obligation or undertaking to advise any person of any change in circumstances
which has come 1o its attention after the date of this report or to review, revise or update its report
or opinion.

This report is also based upon financial and other information provided by AGL and its advisers
and Alinta and its advisers. AGL and Alinta are responsible for this information (but only in
relation to their own information) in accordance with the Important Notice/Important Information
sections of the respective scheme booklets, Grant Samuel has considered and relied upon this
information. AGL and Alimz have each represented in writing to Grant Samuel that to their
knowledge the information provided by them was materially complete and accurate and not
misleading in any material respect. Grant Samuel has no reason to belicve thar any material facts
have been withheld.

The information provided to Grant Samuel has been evaliated through analysis, inquiry and

review to the extent that it considers necessary or appropriate for the purposes of forming an

opinion as to whether the proposed transaction is in the best interests of AGL sharcholders and

Alinta sharcholders. However, Grant Samuel does not warmant that its inguiries have identified or

verified all of the marters that an audit, extensive examination or “due diligence™ investigation

might disclose. While Grant Samuel has made what it considers to be appropriate inquiries for the
purposes of forming its opinion: :

*  “due diligence™ on AGL or Alinta is the responsibility of the respective companies and their
boards and management and is beyond the scope of an independent expert. In this context,
AGL and Alinta have advised Grant Samuel that they have agreed to undertake the
transaction on a “public markets” basis and that they are not undertaking due diligence on
each other;

®  while confidential information has been provided by both AGL and Alinta (which has been
relied on for the purposes of this report), Grant Samuel is not in a position nor is it
practicable to undertake its own “due diligence” investigation of the type undertaken by
accountants, lawyers or other advisers; and
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® it has relied on the contents of the public reports (specifically the opinions expressed therein)

such as:

+  the Investigating Accountant’s Report prepared by Deloitte Touche Tohmatsu
("“Deloitte™) and the Review of Directors® Forecasts prepared by Deloitte Corporate
Finance Pty Limited (“Deleitte Corporate Finance™) on financial information for AGL
and New AGL; and

«  the Investigating Accountant’s Report prepared by PricewaterhouseCoopers Securities
Limited ("PwC Securities™) on financial information for Alinta and New Alinta.

Accordingly, this report and the opinions expressed in it should be considered more in the nature
of an overall review of the anticipated commercial and financial implications rather than a
comprehensive audit or investigation of detailed matiers.

An important pant of the information used in forming an opinion of the kind expressed in this
report is comprised of the opinions and judgement of management. This type of information was
also evaluated through analysis, inquiry and review to the extent practical. However, such
information is often not capable of external verification or validation.

Preparation of this report does not imply that Grant Samuel has audited in any way the
management accounts or other records of AGL or Alinta. It is understood that the accounting
information that was provided was prepared in accordance with generally accepted accounting
principles and in a manner consistent with the methed of accounting in previous years (except
where noted),

The financial information provided to Grant Samuel included:

® the pro forma historical financial performance for the years ended 30 June 2005 and 30 June
2006 for AGL (the “AGL Historicals™) including the pro forma historical financial
performance for AGL Infrastructure;

®  the pro forma financial position as at 30 June 2006 for AGL (the “"AGL Financial Position™)
including the pro forma financial position of AGL Infrastructure;

®  the pro forma forecast financial performance for AGL for the year ending 30 June 2007 (the
“AGL Forecast™} as set out in the AGL Target's Sutement which was prepared by AGL
management and adopted by the directors of AGL including the forecast financial
performance for AGL Infrastructure;

*  forecasts and longer term projections for AGL’s infrastructure assets prepared by AGL
management for internal purposes (collectively the “AGL Projections™);

*  the pro forma historical financial performance for New AGL for the years ended 30 June
2005 and 30 June 2006 (the "New AGL Historicals™);

®  the pro forma forecast financial performance for New AGL for the year ending 30 June 2007
assuming that the proposed transaction was implemented on 25 October 2006 (the “New
AGL Forecast™);

"  the pro forma financial positicn of New AGL as at 30 June 2006 (the “New AGL Financial
Position™);

"  the pro forma historical financial performance for the year ended 31 December 2005 for
Alinta (the “Alinta Historicals™);

®  the pro forma financial position as at 30 June 2006 for Alinta (the “Alinta Financial
Position™);

" the pro forma forecast financial performance for Alinta for the years ending 31 December

2006 and 3] December 2007 (the “Alinta Forecast™) prepared by Alinta management and
adepted by the directors of Alinta;

®* the pro forma forecast financial performance for New Alinta for the years ending 31
December 2006 and 2007 assuming that the proposed transaction was implemented on |
January 2006 including forecast financial performance for AGL Infrastructure (the “New
Alinta Forecast™);
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= the pro forma financial position of New Alinta as at 30 June 2006 including the pre forma
financial position of AGL Infrastructure (the “New Alinta Financial Position™); and

=  pro forma forecasts and projections for AlintaAGL prepared by Alinta management for
internal purposes (collectively the “AlintaAGL Projections™).

AGL and Alinta are responsible for this financial information (but only in relation to their own
information) in accordance with the Important Notice/lmportant Information sections of the
respective scheme booklets.

The AGL Historicals, the AGL Financial Position, the New AGL Historicals and the New AGL
Financial Position were reviewed by Deloitte and its Investigating Accountant’s Report is set out
in Annexure D to the AGL Scheme Booklet, The AGL Forecast was reviewed by Deloitte
Corporate Finance and its Review of Directors’ Financial Forecasts is set out in Annexure B to the
AGL Target’s Statement. The New AGL Forecast was reviewed by Deloitte Corporate Finance
and its Review of Director’s Financial Forecasts is set out in Annexure E to the AGL Scheme
Booklet.

The Alinta Historicals, the Alinta Financial Position, the Alinta Forecast, the New Alinta Forecast
and the New Alinta Financial Position were reviewed by PwC Securities and its Investigating
Accountant’s Report is set out in Annexure C to the Alinta Scheme Booklet.

Grant Samuel has used and relied on this financial infermation for the purposes of its analysis.
Grant Samuel has not investigated this financial information in terns of the reasonableness of the
underlying assumptions, accuracy of compilation or application of assumptions. However, the
AGL, New AGL, Alinta and New Alinta financial information (including the forecasts) has been
subject to review by Deloitte, Deloitte Corporate Finance and PwC Securitics as stated above (the
relevant opinions are set out in letters annexed to the respective scheme booklets). On the basis of
these opinions, Grant Samuel considers that there are reasonable grounds to believe that the
financial information (including the forecasts) has been prepared on a reasonable basis.

Grant Samuel has no reason to believe that the financial information reflects any material bias,
cither positive or negative. However, the achievability of the AGL Forecast, the New AGL
Forecast, the Alinta Forecast and the New Alinta Forecast is not warranted or guaranteed by Grant
Samuel. Future profits and cash flows are inherently uncertain. They are predictions by
management of future events that cannot be assured and are necessarily based on assumptions,
many of which are beyend the control of the company or its management. Actual results may be
significantty more or less favourable.

AGL and Alinta are responsible for the AGL Projections and AlintaAGL Projections respectively.
Grant Samuel has utilised the AGL Projections and AlintaAGL Projections for the purposes of its
analysis but has not relied on these projections as a basis of its opinion.

In forming its opinion, Grant Samuel has also assumed that:

®*  matters such as title, compliance with laws and reguiations and contracts in place are in good
standing and will remain so and that there are no material legal proceedings, other than as
publicly disclosed:

®  the information set out in the scheme booklets sent by AGL and Alinta to their sharcholders
is complete, accurate and fairly presented in all matenial respects;

*  the publicly available information relicd on by Grant Samuel in its analysis was aceurate and
not misleading;

®  the proposed transaction will be implemented in accordance with its terms; and

*  the legal mechanisms to implement the proposed transaction are correct and will be effective.

To the extent that there are legal issues relating to assets, properties, or business interests or issues
relating to compliance with applicable laws, regulations, and pelicies, Grant Samuel assumes no
responsibility and offers no legal opinion or interpretation on any issue.
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Profile of AGL

31

3.2

Background

AGL was established in 1837 by an Act of Council of the colony of New South Wales and
pioneered gas production and distribution in Australia. It was listed on the Sydney Stock
Exchange (a predecessor to the ASX) in 1871,

Following legislative restructuring of the New South Wales gas industry in December 1985, AGL
became a more widely based energy company through both acquisition and organic growth. In the
early 1990's, AGL expanded its activities in Australia and offshore, principally in New Zealand.
In late 1999, AGL adopted a sirategy of development, management and investment in energy
generation and distribution assets without necessarily owning 100% of thesc assets. This strategy
resulted in the spin-off of its gas transmission pipeline assets in June 2000 through APT in which
it retained a 30% interest.

For over 160 vears, AGL was govemned by a series of Acts, by-laws and other regulations which
included amongst other unusual features, a 5% shareholding limit and a scaled voting regime. In
October 2002, legislative reform was undertaken by the New South Wales Government by which
AGL was converted inte a body corporate registered under the Corporations Act.

Operations

AGL is a major energy company operating throughout the energy secter value chain primarily in
Australia. It is a top 50 ASX listed company and had a market capitalisation of approximately
$8.3 billion prior to Alinta’s acquisition of a 19.9% interest in February 20066. AGL’s operations
€NCOmpass:

*  energy generation and production;

*  the marketing and retailing of energy;

®  ownership of energy transmission and distribution assets; and

" servicing of energy and utility infrastructure.

Under the demerger proposal, AGL was to be split into two companies, AGL Energy Limited and

AGL Infrastructure Limited. While the demerger is not proceeding, AGL is being run along these
operational lines:

AGL Operating Structure
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A detailed description of AGL’s energy markets business is set out in the AGL Scheme Booklet
and summarised below. A detailed deseription of AGL’s infrastructure business is set out in the
AGL Target's Statement and is summarised in Section 3.7.

(i)  Energy Markets

AGL Energy has operations predominantly in eastern Australia encompassing energy generation
and production assets and the marketing and retailing of energy. It operates a full service energy
model and has the largest retail customer base in the Australian energy sector, AGL Energy has
approximately 1,800 employees.

AGL Energy’s businesses and interests are described below:

*  Retail Energy: AGL Energy sells and markets gas and electricity in New South Wales,
Victoria and South Australia and electricity in Queensland. 1t has approximately 2.8 million
mass market (residential and small business commercial customer} energy accounts,
including more than one million dual fuel (i.e. gas and eleciricity) accounts. Retail Energy
also supplies gas, electricity and specialised energy related services to large energy
customers, typically commercial and industrial businesses. Retail Energy’s core business is
complemented by a range of energy related services.

AGL Erergy also has the following interests in energy marketing:

+«  ActewAGL Retail: a 50% interest in the retail energy business of ActewAGL, a gas
and electricity distribution and retail joint venture with the government of the ACT.
ActewAGL Retail is the leading energy retailer in the ACT supplying approximately
153,000 electricity customer accounts and 107,000 natural gas customer accounts; and

« Elgas: a 50% interest in Elgas, the largest distributor and marketer of liquified
petroleumn gas (“"LPG™) in Australia supplying approximately 30% of Australia’s LPG
market.  Elgas services over 300,000 domestic and industrial customer accounts
throughout regional Australia.

®  Wholesale Energy: AGL Energy’s wholesale energy activities are:

s Wholesale Electricity: purchases and generates the electricity and related products
sold by Retail Energy. AGL Energy contracts with external parties, predominantly
generators, with a view to reducing the price risk associated with retailing electricity to
customers; and

+  Wholesale Gas: purchases and manages gas, transportation and storage services for
AGL Energy’s retail and wholesale customers. AGL Energy has a diversified portfolio
of long term gas supply and transportation contracts, together with load management
contracts with a range of producers across several Australian gas producing basins.

*  Electricity Generation: AGL Energy has a diverse power generation portfolio including
base, peaking and intermediate generation spread across traditional (gas and coal) generation
as weli as renewable sources (hydro, landfill gas and biogas):

»  Gas-fired electricity generation plants: AGL Energy owns two gas-fired power
stations, Somerton (150MW} in Victoria and Hatlett {180MW) in South Australia,
which are used to mitigate voiatility in electricity spot prices during periods of peak
demand. AGL also owns gas fired cogeneration facilities at Adelaide, South Australia
{servicing the Cooper Brewery) and a similar facility with Symex Holdings Limited at
Port Melboumne, Victoria;

+  Coalfired electricity generation: AGL Energy owns a 32.5% interest in a joint
venture company which owns the Loy Yang A coal fired power station and adjacent
coal mine in the Latrobe Valley, Victoria. The power station with a capacity of
2,120MW is the largest base load electricity generator in Victoria supplying about 25%
of that state’s power requirements;

. Renewable electricity generation: AGL owns 11 hydro electricity generation stations
in New South Wales and Victoria and six landfill gas or bio-gas facilities in New South
Wales, Victoria, Tasmania and Westen Australia. The hydro electricity assets were
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acquired as part of the acquisition of Southern Hydro in November 2005 and extended
AGL’s generation capacity by over 70% as well as significantly diversifying its
generation mix and reducing the risk of supply disruption due to plant failure. The
hydro stations provide fast start up capabilities and have a total capacity of 645MW.

"  Upstream Gas Production: AGL Energy’s direct interests in upstream gas production
assets are:

«  Sydney Gas Joint Venture: a 50% interest in a joint venture with Sydney Gas Limited
(“Sydney Gas") which owns the Camden coa! seam methane gas project and other
projects (exploration licences) located across the Sydney Basin. AGL is the operator of
the Camden project. AGL will pay an additional amount to Sydney Gas if Camden gas
project reserves achieve certain threshold levels by Decemnber 2008 and has also entered
into a 10 year gas sale agreement with the joint venture;

¢ PNG Upstream Gas Project: a 10% interest in the PNG Upstream Gas Project. The
project is being developed by ExxonMobil Corporation {as operator of the joint venture)
and involves the marketing, production and processing of natural gas and liquids from
reserves in the Southern Highlands of Papua New Guinea. The PNG Upstream Gas
Project sanction decision is scheduled to take place before the end of 2006; and

»  Moranbah Gas Project: a 50% interest in the Moranbah Gas Project. The project
produces ¢oal seam methane in Queensland and is forecast to produce about 16P] in
2006 (approximately 12% of the Queensiand gas market).

" HC Estractions: a producer of LPG and naphtha from refinery off-gases supplied by the
adjacent Caltex oil refinery at Kumell in New Scuth Wales. HC Extractions produces
approximately 35,000 tonnes of LPG per annum.

In recent years AGL Energy has diversified and expanded its ¢lectricity generation capacity (e.g.
Southem Hydro) and its interests in upstream gas production (e.g. PNG Upstream Gas Project and
Moranbah Gas Project). Expansion of its electricity generation capacity should reduce the average
clectricity price paid and provide a level of natural hedging against wholesale elecwicity price
volatility for its retail electricity business. The acquisition of upstream gas interests is expected to
assist AGL Energy to meet significant further gas demand.

In this context, AGL Ener.gy currently has a significant portfolio of electricity generation and
upstream production growth initiatives, Electricity generation initiatives publicly announced
inctude plans to:

" develop gas-fired power stations near Townsville, Queensland and south of Campbelliown,
New South Wales;

®  add a new 130MW power station (Bogong) to the Kiewa hydro scheme (due for completion
in 2009);

®  a 12MW upgrade of the existing West Kiewa power station (due for completion in 2007/08);

®* install additional gas turbines to increase capacity by at least 250MW at Hallett, South
Australia;

®  investigate an upgrade to the existing 325MW gas-fired Mica Creek Power Station at Mount
Isa, Queensland;

*  build a 95MW wind farm at Hallett, South Australia (currently in progress); and
*  develop three wind farms with a total capacity of 454MW in Victoria and South Australia.

The total capital expenditure on these projects if they all proceed is expected to be over $2 billion.

AGL Energy has identifted cost savings totalling $50-60 million per annum to be achieved through
a business model simplification project. This program is anticipated to be implemented over a 2-3
year period and is now in the detailed planning stages in conjunction with consultants, systems
integrators and software providers. The costs associated with this project are estimated to be $80-
100 million.
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(i) Infrastructure

AGL Infrastructure has operations throughout Australia encompassing:
®  ownership and development of energy distribution and transmission assets;
= contracted generation assets; and

®  energy infrastructure management and services.

AGL Infrastructure is the owner and operator of two regulated energy distribution networks, the
operator and 50% owner of the ActewAGL gas network, the owner of an asset management and
services company {Agility} with a growing third party customer portfolio and an owner of a
portfolio of investments in regulated or contracted infrastructure assets. It has approximately
1,800 employees.

Under the proposed transaction Alinta is to acquire AGL Infrastructure excluding its intercst in the
proposed PNG Australian Gas Pipeline. A more detailed description of the AGL Infrastructure
businesses and interests to be acquired by Alinta is set out in Section 3.7 of this report.

AGL Energy will retain AGL Infrastructure’s 50% interest in the consortium to build, own and
operate the Australian segment of the proposed PNG Australian Gas Pipeline (“PNG Australizn
Gas Pipeline™). Its consortium partner is the Malaysian national energy company Petroliam
Nasional Berhad (“Petronas™). The PNG Australian Gas Pipeline ts a proposed 3,800 km network
of pipelines (inciuding 650 km of sub sea pipeline) from the Papua New Guinca/Australian border
to Gladstone, Queensland and 10 Gove, Northern Territory. The project is in the front end
engineering and design (“FEED”) phase. During August 2006 it was decided, in the absence of
committed foundation customer loads, to scale back the FEED process to focus on confirming land
access, pipeline licensing, environmental permits and native title and delay work in relation to
construction and equipment aspects of the project. The total capital cost of the project is in the
order of $3.5-4.0 billion, a significant element of which would be funded by project finance. APT
holds a first right 1o purchase an interest of at least 10% in the PNG Australian Gas Pipeline from
AGL. AGL has an obligaticn to offer at least 20% and if APT takes up an entitlement, it must be a
minimum of 10%.

(iii}) Corporate

Corporate encompasses AGL's shared services and head office activities. AGL’s shared services
include accounting, payroll, buman resources, treasury, taxation, information technology and other
general services. The cost of these services is fully allocated to the relevant division. Head office
activities also include AGL’s property activities, Net cost savings of $10 million per annum have
been identified by AGL primarily as a result of the 1T system reconfiguration to separate the IT
functions AGL Energy and AGL Infrastructure.

The Australian Gas Light Company Scheme Booklet — Part 2

4

00




Page 327 of 457 Docld: 5SE1581032 ACN :115 061 375

GRANT SAMUEL

3.3  Financial Performance

The historical and forecast financial performance of AGL for the seven years to 30 June 2007 is
summarnised below:

Total revenuc' L1713 29174

TEBITDA L 0.7 0T OHS.8 18 B50.5

Depresiation and (198.2)  (219.8) (249.9) (2367) (198.8) (159.7)  (205.6) (294}

14660 75, 6010 T 615.7 G 58291307, 5379, T 199

Net interest expense. ) (167.4) ' (157.9)  (1659) (124.6) (839}  (89.) (143.8)  (222)
13

Lyvestment income 1.5 12 58 07 na** na na

Equity acceunted a14 70.6 206 918 85.3 83.5 953 105

profits

Significant items (2241} {15.5) 513 (17.2) 3580 - - -

&Tm“ng profit 1134 3044  SI27 5670 9430 S3ZI 6334 682
ore tax

Income tax expense  (769)  (1022)  (1728) (I87.5) (748 (1619) (2013 (242
{Proni afier tax 1o 365 0T 107, S 3399 WISk 3795 Tons B68.1 Lt 310 Tre i
Ouiside equiry 789 (10.1)  (44.9) (300 {199) . - -

interests ]
Profil After bk os s
Fatiributnble to B 5
FAGL shareholders 3t
Statistics

Earnings per share™ 63.5¢ 66.4¢ 73.2¢ 79.5¢ 84.7¢ 81.1¢ 94.7¢ 96.5¢
Dividends per share™ 52.0¢ 52.0¢ 55.0¢ 0. 0¢ 63.0¢ 63.0¢ 67.5¢ 70.5¢

Payoui ratia" 81.9% 78.3% 75.1% 75.5% 74.4% 77.7% 71.3% 82.4%
Amount franked 44.2% 67.3% 61.8% 75.0% 95.2% 95.2% 100% 100%
Total revenue growth  12.9% (8.0%) 32.8% 7.3% (2.3%) . 9.5% 11.0%
EBITDA growth 10.7% 1.9% 24.1% 0.2%  (8.3%) nmf 27.2% 23.2%
EBIT growth 3.9% 0.9% 29.0% 2.4%  (5.3%) nmf 26.8% 17.2%
EBITDA margin 28.8% 23.5% 22.0% 20.5% 19.2% 17.5% 20.9% 23.2%
EBIT margin 14.6% 16.0% 15.5% 14.8% 14.4% 13.9% 16.1% 17.0%
Interest cover! 390 14.3x Six 6.8x 9.3z 7.8x 6.2 4.9

Source: AGL and Grant Samuel analysis

Financial statements for years prior to 30 June 2005 were prepared in accordance with Australian generally accepied accounting principles
("AGAAP"). AGL adopted the Ausiralian equivaleni to imemational finuncial reponting siandards (*AIFRS™) frum 1 July 2003,

2005 acmal restated under AIFRS excluding significant items (¢.g. revenuc and earmnings from Naturgl Gas Corperation Holdings
Limited prior te salc in Decomber 2004).

Pro forma historical finangial information as disclused in the AGL Scheme Booklet,

2006 actual including continuing operations only and excluding significant items (¢.g. ransaction costs).
Pro forma forgcast financial information as disclosed in the AGL Tarpet’s Staterment.

Total revenue represents sale of goods, provision of services and other revenue.

_EBITDA is camings before net interesy, tax, depreciation, amortisation, investment income, équity accounted profits snd significant
items.

EBIT is earnings before net interest, tax, investment income, equity accounted profits and significant items,
Envestment income comprises dividends received, rent received and parinership profits.

na = not avaslable.

Before significant items,

nmf = not meaningful.

Interest cover is EBITDA divided by net interest.
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Analysis of AGL’s recent financial performance is difficult as there has been a period of
significant corporate activity including:

= the realisation of ¢certain investments made prior to 2001 particularly those outside the energy
sector (e.g. telecommunications and internet sectors) and intemnationally as well as continuing
to realise surplus property and property retated assets;

*  operational restructuring following divestment of its gas transmission pipelines in June 2000;

"  expansion by acquisition including 100% of Pulse Energy in July 2002 and 32.5% of Great
Energy Alliance Corporatien Pty Limited (to be known in this report as “Loy Yang™), a joint
venture which owns the Loy Yang A coal fired power station and adjacent coal mine, in
April 2004;

"  substantial operating losses sustained in 2001 by AGL’s 66% owned New Zealand
subsidiary, Natural Gas Corporation Heldings Limited ("NGC™) (the largest electricity
retailer in New Zealand) and its subsequent restructuring and sale of its retail electricity and
generation businesses. Further, AGL sold its 66% interest in NGC itself in December 2004,
The financial performance presented above conselidates NGC until divestment and the
decline in revenue and profitability in 2005 primarily relates 1o the sale of AGL’s interest in
NGC; and

®  the major acquisitions made in 2005/06 including Southern Hydro (December 2005) and a
10% interest in PNG Upstream Gas Project {January 2006).

AGL has reported a range of significant items as summarised below:

RS FUE

pro farma 1* pre farima

with NGC (2676) {33.2) 63.7 - 591.% - - -

Writedown in fixed assets (9.4) - (17.0y  (334) (2311 - - -
o Dot a3y gy - 2 - . - -

Profits on sale of surplus 204 . 13.5 R 147 A _

property

Profiv(loss) on sale of 543 . 4.0) . B _ _ R

busingsses and investments - ’

Transaction costs - - - - - - - -

Other (net) - (0.2) (5.0} - (17.1} - - -
fTot) e T ] R T
Source: AGL

The writedown of fixed assets in 2005 relates to a writedown in AGL's Victorian electricity
network of $231.1 million following a review of recent prices paid for Victorian distribution assets
and the tightening regulatory environment.

After a period of steady growth in eamings, AGL experienced a decline in earnings per share
before significant items in 2001. Since that time earnings per share (before significant items) has
grown at an average of 7.5% per annum while dividends per share (excluding special dividends)
has grown at 4.9% per annum. In recent years, AGL’s payout ratio has been approximately 75%
and, as a consequence of an increasing proportion of income from Australian sources, the annual
level of dividend franking increased to 100% for the final dividend relating to the 2005 financial
year. Interest cover has strengthened from 2002 to 2005 as a result of the generation of significant
operating cash and the realisation of assets (primarily associated with NGC) and reduced in 2006
as a consequence of the major acquisitions in that year.
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The pro forma historical financial information for AGL is set out in Section 2 of the AGL Scheme
Booklet. This financial information was prepared by AGL and reviewed by Deloitte. Deloitte’s
Investigating Accountant’s Report is set out in Annexure C to the AGL Scheme Booklet,

The 2006/07 forecast (including the assumptions underlying it} is set out in Section 2 of the AGL
Turget’s Statement. The forecast finuncial information was prepared by AGL and reviewed by
Deloitte Corporate Finance. Deloitte Corporate Finance’s Review of Directors” Financial
Forecasts is set out as Annexure B to the AGL Target’s Statement.

The 2006/07 forecast financial information was prepared under AIFRS on the following basis:

®*  takes into consideration the operating results and trading conditions for the period to 31
March 2006;

®  reflects the recent reset of the regulatory pricing for both the New South Wales Gas Network
and the Victorian Electricity Network; and

®  excludes discontinued operations, non-recurring items and significant items. In particular, it
excludes any allowance for transaction costs associated with either the proposed demerger,
the Alinta Offer, the AGL Offer and the proposed transaction.

Recent major acquisitions will result in significant growth in AGL's revenue and eamnings in the
forecast period. The profit margins in 2005/06 primarily reflect the impact of weather conditions on
energy demand and the recent regulatory resets for the pas and electricity network tariffs, 2006/07 is
the first year with a full year contribution from the acquisitions (such as Southern Hydro) and the
increase in earnings primarily reflects the substantial impact of the PNG Upstream Gas Project (from
which there is expected to be substantial oil revenues over the next 3-4 years) as well as the
commencement of the integration benefits to be derived from the Southemn Hydro acquisition. Interest
cover decreases in the forecast period (albeit to more typical levels) as a consequence of the increase
in debt following the Southem Hydro and PNG Upstream Gas Project acquisitions. Dividends per
share in the forecast period are the upper end of the dividend guidance initially provided in AGL’s
Demerger Booklet. .

Under the Australian tax consolidation system, AGL and its wholly owned Australian resident
entities have elected to be taxed as a single entity from 1 July 2003. At 30 June 2005, AGL had no
carried forward income tax losses and no material carried forward capital losses. After allowing
for the final dividend for the year ended 30 June 2006, AGL has approximately $32 million in
accumulated franking credits.

Dividends paid in 2001 and 2005 include special dividends of 23 cents per share {unfranked) and
30 cents per share (90% franked) respectively. In February 2005, AGL announced a capital
management program invelving a special dividend paid on 24 March 2005, a capital return of 50
cents per share paid on 29 April 2005 and a $150 million en-market share buy-back commenced in
Scptember 2005, The share buyback was cancelled on announcement of the proposed demerger
with approximately $10 miilion worth of shares repurchased.

Page 17

The Australian Gas Light Company Scheme Booklet — Part 2

403




Page 330 of 457 Docld: SE1581032 ACN :115061 375

GRANT SAMUEL

3.4 Financial Pesition

The reported and pro forma financial position of AGL as at 30 June 2006 is summarised below:

Receivables 940.8

Inventories 314
Other assets {net) 11.1

Creditors and provisions
Financial liabilities {net)

T Net working capital ot i
Praperty, plant and equipment {(net}
Equity accounted investments
Exploration and evaluation assets
Qil and gas interests
Intangibles (net)
Receivables and other assets
Financial Jiabilities (net)
Deferred tax liabilities (net)
Tax provision
Provisions and other liabilities
. Total lunds' é;':n‘lg;x et Ty e :
Cash and cash equivalents 109.0

Intetest bearing liabilities {3,430.1)
Net berrowings ) (3321.1)
iNetassets adtributable o AGL shareholders o2 -oe T 3

Stavistics

Shares on issue at period end (million) 4559

Net assels per share 310.45
NTA" per share $5.18
Gearing (net borrowings/shareholders’ funds plus net borrowings) 41.1%

Source: AGL and Gram Samue] analysis

Equity accounted investments include ActewAGL (50%), APT (30%), Loy Yang (32.5%). Elgas
(50%). Sydney Gas Joint Venture (50%) and Moranbah Gas Project (50%). The investment in
Loy Yang also includes loan notes shown as receivables in the balance sheet.

AGL enters into interest rate and exchange rate hedges 1o manage its exposures under its finance
| facilities. In addition, AGL manages its exposure to wholesale market electricity and oil prices
through the use of various types of hedging contracts.
|
|
|

10 NTA is net 1angible assets, which is caleulated as net assets less licences and goodwill.
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3.5 Capital Structure and Ownership

AGL has 455,910,464 ordinary shares on issuc. At 30 June 2006 there were 109,131 registered
shareholders with the top twenty shareholders accounting for approximately 44.1% of the ordinary
shares on issue.

AGL has received notices from the following substantial shareholders:

halders

[ Slbstantial Sharebolder $ 3 L% Number of Shares
Alinta 24 February 2006 90,504,997 t9.939%
AlH® 31 March 2006 90,904,997 19.93%%
AGLY 2 June 2066 90,504,997 19.939%
Barclays Global Investors Australia Limited t5 February 2006 27,764,769 6.08%
Source: AGL

Of the 90,904,997 shares Alinta holds in AGL, 12,000,000 are subject to option deeds with third
parties. The option deeds provide that the optionholders can purchase the subject AGL shares in
cenain circumstances for $19.10 per share. The proposed transaction is considered to meet the
requirements of the option deeds and, as such, the optionholders may call for the sale of the AGL
shares during five business days of the first business day after the court orders the AGL Scheme
meeting be convened.

Other than Alinta, the top twenty shareholders are principally instit