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Australian Pipeline Trust

Directors’ Report
For the Half Year Ended 31 December 2006

The Direclors of Aosstralian Pipeline Limiled ("APL™ or “Responsible Entity”) sobmit herewith the financial
reporl of Australias Pipeline Trust (“APA” or “Trust”) for the half year ended 31 December 2006. This report and
financial slatements attached refers o the consolidated results of Australian Pipeline Trust and APT Invesiment
Trust (“APA Group”™). In order to comply with the provisions of the Corporations Act 2001, the Direciors report
as [ollows:

Directors
The names of the Directors of the Responsible Entity during and since the end of the half year are:

Mr G H Bennett {chairman)

Mr R M Gersbach (retired as of 30 October 2000 as an AGL appointed Non-Lixecutive Direclor, appointed
Independent Non-Executive Director on 6 November 2006},

Mr R A Higgins, AQ

Mr M Muahammad

Mr R J Wright

Ms Wan Shamilah Szidi {abternate for Mr M Muhammad)
Mr M T McCormack (Managing Director)

Ms T F MceAloon (retired as of 28 Aggust 2006}

Secretary
Mr ATV James LEB

Principal Activities

The principal activities of the consolidated enlity during the course of the linancial period were the ownership of
sas lransmission pipelines located throughoul Ausiralia and a gas distribulion network in South-East Queensland
and Northern New South Wales. The consolidated entity undertook the sale of wansportaiion and related services
lo the producers, consumers and aggregators of gas through these gas wansmission and distribution pipelines.
Additionally, APA owns a coal seam gas processing plani, gas slorage [acilities and a high voltage direct current
mnterconnection system, inclading a 180 kilometre underground transmission cable.

Distributions

The Direciors have declared a second interim profit distribution of 4.0 cents per unil (Fepu’) unfranked o be paid
on 30 March 2007, The Directors of APT Investment Trust have declared an interim distribution of 3.0 cpu
which represents a 1.5 cenl unfranked income distribution and a 1.5 cent capilal distribution. This takes the fotal
distribution for the APA stapled security for the current period (0 14.0 cenis per secarity (Meps™) (2005:12.0 eps).

Operating and Financial Review
+  Total Revenue - $243,276,000, up 30.3% previous corresponding period (“pep”y;
+ EBITDA - $134,923,000, up 34.8% on pepy;
+  Profit after income tax and minorities - $32,629,000, op 4.4% on pep:
*  Free cash flow per securify — 19.8 cps, up 9.0% on pep

* APA Group distributions for the current period — 14 cps, up 16.7% on pep.

Figures above have been adjusted for significant fems.
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Cash flow - Free cash flow available for distribulion {0 securityholders is a key metric for the business. Free cash
flow is defined as net cash from operations afler interest and lax payments and after ‘slay-in-business’ capilal
expenditure. During the perfod free cash flow has grown strongly in dollar terms, as well as on a per security
basis. The growth in [ree cash flow has come from organic growth on APA’s existing pipelines, recent
acquisitzons (GasNet and Allgasy and complementary assets. Free cash flow for the current period was 364.9
million, an increase of $12.4 million or 23.6% on pep. On a per securily basis, free cash flow per securily was
15.8 eps, an increase of 1.6 cps or 9.0% on pep. Recognising APA’s commilment to refurn distributions 1o ils
secarityholders, APA’s free cash flow payoul ratio increased 1o 70.9% from 66.2% in the pep.

Earnings - APA Group recorded an operating profil afler tax and minorities before significant fems of
$32,629.600 for the six months ended 31 December 2006, an increase of 4.4% over the previous corresponding
period (“pep’y of $31,240.000.

The increased performance, afler adjusting for non-recurring significant ifems detailed below, was mainly due to:
* increased pipeline ransportation revenue Trom the WA and Queensland gas businesses;

*  parl year conlributions from the two new acquisitions completed during the half year, Allgas and GasNet; and
* 2 six month contribution (2005:nil) from the Murraylink business acquired in March 2006.

Significant items in the current period relaied o “one-ofT” expenses associated with Alinta related legal actions of
$2,738,080 after tax and a revalualion gain of $2,380,000 after tax on ineffeclive interest rale hedges acguired as
part of the GasNet acquisilion. The prior period resull included a significant ilem in relation 0 resolution of a
tarifT dispute resulting in a profit after tax benefit of 32,283,000, After significant ilems, profit aitributable 1o
securitvholders  of APA Group for the six monihs ended 31 December 2006 was $32,271.000
(2005:$33,532,000).

Highilighis

Consistent with its Strategic Plan, APA Group has made a series of acquisitions and new investments, expanding
ils total assel base in the process from $2.10n at 30 June 2000 (0 34.0bn at 31 December 2006, The financial
period has seen an unprecedented level of activity. This reflects the ongoing ownership changes within the
Ausfralinn  energy infrastructure seclor as instilulional investors and private equily companies compele
aggressively with the established players for control of some of Australia’s most valuable infrastructure assets.

However, APA Group has been disciplined in focusing on the execulion of ils sfralegy of increasing ulilisation of
existing assels, expanding s portfolio of gas wansporlation assets through targeled acquisitions and investing in
related and complementary assets which supporis ils aim Lo increase distribations by at least CP annually.

A sumimary of the major achievements for the period is set out below:

*  Acquisition of GasNet Australia Groop (“GasNet™} for $445.8 million cash (including acquisition costs and
an Tle interim distribution). APA Group launched its offer for GasNet following the termination of an
unsuccessful joint bid for the company with Babeock and Brows Infrastructure in August 2006, The offer of
$3.10 cash per GasNet stapled securily was unanimously supporied by the GasNet board with completion of
the compulsory acquisition process on 18 December 2006,

*  Acquisition on 1 November 2006 of the Allgas Energy (“AHgas”} distribulion business i south east
Queenstand and northern New South Wales, via compelilive tender for 53384 milion {including acquisition
costs).  Allgas is one of lwo gas diswibation businesses in south east Queensland and northern New South
Wales and includes a network of over 2,.300km of distribulion mains located in high population growth
centres. APA’s Roma o Brisbane Pipeline ("RBP™) is the only supply source inio the Allgas distribulion
systern, providing APA Group with a unigque opporlugily Lo expand the combined transmission and
distribution system, leveraging the rapid growth of the south east Queenstand markel.
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*  Heads of Agreemenl signed between Epic Energy (“Epic”) and APA Group on 10 November 2006 1o carry
out Front End Engineering and Design (“FEED™) of the North Gas Link. The Link will join Epic’s South
West Queensland Pipeline ("SWQP”) al Ballera with the two principal wansmission syslems originating at
Moomba - APA Group’s Moomba Sydney Pipeline ("MSP”) and ipic’s Moomba Adelaide Pipe System.
The Link s a key siep in the evolution of a true East Coast Gas grid connecling Queensland, South Australia,
NSW and Victoria {0 a physical gas supply. The FEETD study was completed in December 2006 at & cosl of
approximately $240,000 (APA Group share).

¢ Agreement signed on 20 December 2006 (o acquire the DireciLink electricity ransmission asset for $170
mithion. DireciLink is one of only two transmission Haks between the New Scuth Wales and Queensland
power grids. The acquisition continues APA Group’s strategy of acquiring complementary energy
transmission assels and follows the purchase in March 2006 of the Murraylink electricity assets.  Settlernent
18 expected in late Febroary or early March 2007,

* Dauring November 20006, APA anncunced further investmenis in complementary assets including a second
coal seam gas processing facilily and a second gas fired power slation.

¢ APA Group successfully raised $598 million in equily during the period to parl pay down acquisition bridge
finance and 1o reduce ifs gearing. This was achieved via an institutional placement ($190 million) and a
security purchase plan (340 million) in Seplember 2006; swo instalments of the DRP and a 2:7 renounceable
rights issue (3356 million} compleled in December 2006,

¢ In December 2006, all securitvholders on the register were issued one siapled unit in APT Investment Trust
(APTIT) which will provide securityhiolders with access 1o 1ax deferred distributions. APA now wades as a
stapled group on the ASX.

Financial Commentary

The following is & commentary on the operating resalts for the period:

Revenue
Revenue, before signiftcant lems, grew by 30.3% from $186,684.000 in the pep 1o $243,276,000.

Pipeline fransportation revenue {exclading significant itenis and passthrough revenue) increased by 2899
from $139.219.004 in the pep o 3179495000 in the current period.  The major components of this increase
were:

m  Addilional revenue from new businesses - Allgas and GasNel $33,930,600
m  CGP and RBP revenue increase $4.,959.000
B WA revenue increase $5,300.600
m  New third parly revenues on MSP $1,906.600

Revenue (rom the RBFP increased principally dee (o addilional revenue [rom CS Energy associaled with
addilional generation at the Swanbank power station and additional throughpul o major industrial ssers in the
Brisbane area. Higher revenue on CGP reflects the commencement of a new shorl-term contract with MU Isa
Mines Limited, plus general tarifl escalation.

The increase in revenue from the WA Gas Business is mainly due to increased third party revenues, particularly
from the mining sector.

Pipeline transportation revenue increased despite a reduciion in the revenue of MSP under the GT of $2,960,000
and the cessation of the capital return tariiT on the Amadeus Basin 0 Darwin pipeline in Northern Territory of
$2.600,080, as foreshadowed in previous financial reports.
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Expenses
Pipeline operating and management expenses increased from $32,753,080 in the pep 1o $47,249,000, an increase
of 44.3%, due w the impact of consolidating the newly acquired enlities Allgas, GasNel and Murraylink.
Excluding the pipeline operating and management expenses of the acquired entities, expenses were higher by
$447 000,

Borrowings and Finance Cost

As al 31 December 2006, APA had borrowings of $2,503.6 million principally (rom bi-lateral facilities and US
Private Placement noles, compared 0 $1,239.5 million as al 30 June 2006, Borrowings increased due o the
funding of the acquisitions of Allgas and GasNet and the consolidation of GasNet's own borrowings of $654.2
million.

Cash Flow
The net cash from operaling activities helore interest and tax increased by 24.5% lrom 396,747,000 in the pep to
$120,448,000, principally due 10 the acquisitions detailed above.

The net cash used in invesling activities includes the acquisilion of the Algas Energy Distribulion business
($538,391,000) and GasNel Ausiralia Group ($445,828,000). Payments for propertly, plant and equipment include
the consiruction of two gas [ired power stations at Daandine and MI Isa in Queenstand, & gas slorage facility al
Mondarra and the compressor expansion on the GGT pipeline in Western Auostralia,

Distributions
Profits of $40,060,000 (2085: $33,468.000) were distribuled Lo securityholders in the current period.  OF this,
511,529,000 (26784000 securities) was reinvesied in new securities under APA’s DRP.

Earnings per Security

Earnings per security ("EPS™) before significant items, caleulaled on & weighted average basis, for the current
period was 9.93 cps an 7.9% decrease over the pep of 10.78 cps. The equity raised through the private placement,
rights issue, dividend remvestment plan and secorily purchase plan increased the number of securities on issue,
which impacted EPS. The weighted average number of securities on issue during the current period was
328,522,000, up from 289,819,000 in the pep.

REGULATORY MATTERS
Interaction with governments and regulators of gas transmission pipelines continued to play a significant role in
APA Group’s business. The key regulatory matters addressed during the period included:

Roma Brisbane Pipeline Access Arrangement

In December 2000, the ACCC released 1ts Final Decision on the RBP Access Arrangement. The Final Decision
does not impact APA Group’s ability (o undertake RBP expansions at a tarifT negotiated with users.  The RBP s
effectively Tully contracied antil 2012 so the changes being proposed by the ACCC do not have a malerial impact
for a number of years.

MSP Federat Court Decision

I February 2007 the High Court granted APA Group leave o appesl against the decision of the Federal Court in
the MSP matter. It is likely that the appeal @il be heard by the Court in the second half of 2007, The Ausfralian
Competition Tribunal has nol yet decided whether o defer ils reconsideration of the maller until the High Court
appeal is heard. The oulcome of the court proceedings has no material impact on pipeline revenues as the
pipeline 18 only partiaily covered by regulation.

APF Allgas

Full Retail Contestability (“FRC”) is o be mtroduced in Queensland in July 2007, APA Group has commenced
work on systems to ensure FRC is implemented in a tmely and effective manner. FRC 38 seen as a posilive step
forward for the Queensland energy market.
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OTHER ISSUES

Alinta Investment in APA Group

In August 2006, Alinia acquired (throagh a subsidiary named Trewas Pry Lud) approximately 10% of APA s lotal
issued capilal (Alinta Purchases). Following the mplementation of the Ala/AGL merger in October 2006,
Alinta also acquived old AGL (logether with its APA securityholding).

The Takeovers Panel made a declaration that the Alinta Purchases amounied to unacceptable circumsiances and
made orders requiring the APA securities acquired by the Alinta Purchases (and the APA sccurities Alinla
acquired under APA’s placement on | Seplember 20003 be vested in ASIC and sold by a bookbuild or into an
unconditional takeover bid.

Alinta applied to the Federal Court challenging the Panel's declaration and orders, however, Alinta’s application
was dismissed. The Federal Coort upheld the orders of the Takeovers Panel. Alinta then appealed {o the full
Federal Court. A decision is expecied soon. Fhe Takeovers Panel’s orders have been stayed pending that
decision.

The Federal Court also dismissed APA’s application for a declaration that the Alinta Purchases were in
contravention of the Corporations Acl. APA has appealed this o the full Federal Courl. A decision s expected
SOOIL

Alinta has also given revised underiakings (o the ACCC, which include an ondertaking to sell all of its securilies
in APA, as well as its 12 shares in APL and the oplions il has over another 12 shares in APL. The time period for
such a sale is confidential. I however, APA sells some of #s major assets, then Adinta will be allowed w0 keep
these securities, shares and options. The Board of APL has no present inteation o sell these assets. Alina’s
revised underiakings (of 27 November 2000} may be viewed on the ACCC’s website (www.gece. gov.au).

In November 2006, Alinta commenced an aclion against APL, APT Pipelines Limiled and all of the directors of
APL. The action against Mr Murt Mubhammead was later discontinued. Alinta is seeking certain declarations and
lo “unwing” the share issue made by APL to APT Pipelines Limited in Ovclober 2006 as parl of meeting ils
dealers licence obligations. This claim is being defended.

Northern Gas

APA Group has long been an advocate for the development of addiional northern gas supplies to meet the strong
and growing demand for gas in eastern Australia within the next 10-15 years.

On 1 February 2007, Oil Search announced that work on the PNG to Awstralia Pipeline project had been
suspended whilst other gas development oplions were being evaluated. While the decision is disappointing, APA
Group believes (here are curreatly adeguate gas supplies to meel demand in eastern Australia, as well as
aliernative supplies for the future, incleding Coal Seam Gas (C5G).

The CSG industry has developed rapidly over the past three years and is expecled o play an increasing role in the
energy markel over the medium term. APA Group recenily asnounced the joint development with Epic Energy
of the North Gas Link which will deliver C5G o the southern markels via an interconnecting pipeline beiween
Ballera and APA Group’s MSP.

In the longer lerm, & northern gas solution will be vilal o meet the supply demands of eastern Australia and APA
will continue to advocale options such as Papua New Guinea, Fimor Sea or North Wesi Shelf gas sources.

Stress Corrosion Cracking (“SCC™) Repair Program

The investigation and repair of SCC on the MSP continued during the period. Between 7 October 2006 and 11
November 2006, 69 siles were inspected and the necessary repairs made at a cost of $4,.200,000. A further
$2,700,000 was commitled for the pigging of 276 kilomelres of the pipeline immediately upstream of Bulla Park
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in February 2007, The provision for the 200047 SCC program is expectled fo be sufficient to meet the
expenditure requirements for the year.

Industry funded research inlo latigue failure of SCC cracks and burst testing produced positive resulls i the
period in lerms of the cost of future repairs.

MBSP Transportation

As previousty advised 0 the market the lixed payments under the GTD with AGL expired on 1 January 2007,
Negoliations are conlinuing in relation (o the services o be provided 1o AGL from 1 January 2007, AGL hag
nolified a non-tarilT dispute {0 the ACCC, secking arbiiration of the maltter.

Significant Changes in State of Affairs
It the opinion of the direciors of the Responsible Entity, no significant changes in the slale of afTairs of the Frust
oceurred during the perfod under review, except as noted below:

Return of Capital

APT Invesimenlt Trust (“APTITYY was capilalised by way of a pro rata capital distribution of $302,660,000 from
APA, post the righis issoe ansaciion. APA then issued APTIT unils (equalling the expanded number of unils
post the rights issue) which were stapled (o the existing units in APAL

APFIT Capital
The issued capital of APFIT, post the rights issue is $302,000,000.

APTET Minority Interest in Egunity

In accordance with UIG 1002 “Post-Date-of-Transaction Stapling Arvangements”™ APA and APTIT are required
Lo identily one of them as acquirer and the parent under the stapling arrangements. APA is the acquirer and the
parent. Accordingly, for accounting purposes the interests of APTIT unitholders are treated as minority interesls
in the APA Group.

Events Occurring after Reporting Date
Since the end of the period, the directors of the Responsible Entity are nol aware of any other matler or
circumstance nol otherwise dealt wilth in the hall year lnancial report that has significantly affecled or may
significantly affect the operations of APA, the resulls of those operations or the state of affairs of APA in years
subsequent o the period ended 31 December 2006.

Directors’ Holdings of Securities
The aggregale number of securities held directly, indirectly or beneficially by directors or their director-related
entilies at the date of this lnancial report is 123,604 (30 June 2006: 76,723).

Responsible Entity’s Holdings of Securities
No securities in the Frust are held by the Responsible Entity.

Auditor’s Independence Declaration
A copy of the auditor’s independence declaration as requived under section 307C of the Corporations Act 2001 is
set oul on page 9.

Rounding off of Amounts

APA is an entity of the kind referred 0 in Ausitralian Securities and Investmenis Commission Class Order
98/2100, dated 10 July 1998, and in accordance with that Class Order amounts in this report and the half year
financial report are rounded off o the nearest thousand dollars, unless otherwise indicaled.
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Signed in accordance with a resolation of the D¥irectors of the Responsible Entity made porssant fo seclion 306(3)
of the Corporations Act 2001,

On behalf of the BYirectors

gy YT

G H Bennett R J Wright
Chairman Director
Sydney

27 February 2007
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Australian Pipeline Trust

Condensed Consolidated Income Statement
For the Half Year Ended 31 December 2006

Confinning eperations

Revenue

Assel operation and management cXpenses
Other pipeline costs — passthrough
Depreciation and amortisalion expense
Finance costs

Other expenses

Profit before Tax

Income lax expense

Profit for the period

Attributable wo:

Equity holders of the parent

Minorily interest — APT Invesiment Trusl equity holders

Onher minorily interests

Earnings per security

Basic (cents per security)

Consolidated

31 December 31 December

2006 2005

Note $°000 $°000
3 (a) 243276 189,946
{47,249) (32,753}
3 (h) (47,827 (42,625)
3 (b) {29,170} (18,797)
{60,228) (39,190)
{10,699) (6,815)
48,103 49,766
{15,739} (16,068)

32,364 33,698

32271 33,532
93 166

32,364 33,698
7 9.82¢ 11.57¢

{Diluted earnings per securily is exactly the same as basic earnings per secority}



Australian Pipeline Trust

Condensed Consolidated Balance Sheet

Current Asseis

Cash and cash equivalents
Trade and other receivables
Onher financial assets
Invenlories

Current (ax assets

Other

Tolal Current Assets
Non-Current Asseis
Receivables

Investments — available-for-sale
Properly, plant and equipment
Goodwil

Other mtangible assets
Other

Tolal Non-Current Assels
Total Assels

Current Liabilities

Trade and other payables
Borrowings

Oiher financial Habililies
Current (ax labililies
Provisions

Other

Tolal Current Liabilities
Non-Current Liabilities
Borrowings

Oiher financial Habililies
Deferred ax liabilities
Provisions

Other

Tolal Non-Current Liabllities
Total Liabilities

Net Asseis

As at 31 December 2006

Consolidated
31 December 30 June
2006 2006
$0o04 $°000
227071 13,004
52,301 33,259
6,813 -
6,416 4,096
7,164 7.164
4,832 1,401
304,397 60,924
10,205 14,956
2 23,199
3,405,579 1,956,037
270,127 935
3,503 3,853
16,095 4,951
3,765,511 1,999,931
4,010,168 2,060,855
84,064 58,823
860,971 158,542
3,224 3,273
113 -
35232 22,848
7,132 9275
950,736 252,761
1,577,959 1,055,708
78,010 79,338
169,720 77,198
4,809 2,610
2,020 1,780
1,832,518 1,216,634
2823254 1,469,395
1,186,854 591,460

Page 11



Australian Pipeline Trust

Condensed Consolidated Balance Sheet
As at 31 December 2006

Eqguity

Australian Pipeline Trust Equiy
Issued capilal

Reserves

Retained earnings

Pareat Enfity Interest

Minority Inferests

APT Iavestment Trast Equity
Issued capilal

Reserves

Retained carnings

Total APT Investment Trast Minority Interest
Onher minorily interests

Total minority interest

Total Equity

Consolidated
31 December 30 June
2006 2006
Note $7000 57060
6 {i} 751,289 505,379
781 (14,510}
92,745 130,490
884,775 591,359
6 {11 362,060
362,060
79 1431
362,079 1431
1,186,854 591,460
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Australian Pipeline Trust

Condensed Consolidated Statement of Recognised Income and Expense
for the Half Year Ended 31 December 2006

Gain/(loss) on available-Tor-sale invesiments taken {0 equily
Gain/(loss) on cash flow hedges taken o equity

Acluarial gain/(loss) on defined benefit plans

Income tax on items taken directly (o equity

Net incomef{expense} recognised directly in equify

Transfers (net of any related tax):
- Transfer to profit or loss from equity on cash flow hedges
Profit for the period

Total recogaised income and expense for the period

Altribulable 1o:

Equily holders of the parent

Minority interest — APT Investment Trust equity holders
Minority inferests

Conselidated

31 December

31 December

2006 2005
$2060 $°000
1,32§ 5,[)6(;
(398; (1.5 20;

930 3,546

14,839 (10,279

32,364 33,608

48,133 26,965

48,040 26,799

9:; m‘(;

48,133 26,965
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Australian Pipeline Trust

Condensed Consolidated Cash Flow Statement
for the Half Year Ended 31 December 2006

Cash Flows From Operating Activities
Receipts from cuslomers
Payments to supplicrs and employees

Dividends received

Net cash from operaling activities before interest and tax

Interest received
Interest and other costs of finance paid
Income tax refund ¢ (paid}
Net cash provided by operating activilies
Cash Flows From Investing Activities
Payment for property, plant and equipment
Proceeds from sale of property, plant and equipment
Purchase of available-for-sale investments
Acquisition of controlled entilies / settlement of liabilities
Cash from enlitics acquired
Net cash used in investing activities
Cash Flows From Financing Activities
Proceeds from borrowings
Repayment of borrowings
Distribulions paid to:

Securityholders of APA

Qutside equily interest
Proceeds from issuce of securities
Payment Tor securily issue cosls
Net cash provided by financing activities
Net increase/(decrease) in cash and cash equivalenis
Cash and cash equivalents at the beginning of the periad

Cash and cash equivalenis at ihe end of ihe period

Consolidated

31 December

31 December

2006 2005
$000 $°000
248,320 202,299
(128,322) (105,934)
450 382
120,448 96,747
2,770 649
(49,903) (37,028)
(2,783) (5,742)
76,532 54,626
(51,438) (14,341)
22 2,566
- (22,960)
(969,758) (35,902)
28,639 -
(992,535) (70,637)
956,336 229,000
(368,000) (186,074)
(40,060) (33.468)
(116) (232)
597,852 -
(9,942) -
1,136,070 9,226
214,067 (6,785)
13,004 22373
227,071 15,588
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Australian Pipeline Trust

Notes to the Condensed Consolidated Financial Statements
for the Half Year Ended 31 December 2006

Note Contents

1. Significant Accounting Policies

2. Segmenl Information

3. Profit from Operations

4. DPetails Relating o Distribotions

5. Noles o the Condensed Consolidated Cash Flow Stalement
0. Issued Capital

1. Earnings Per Security

8. DPetails of Entities Over Which Conirol Has Been Gained or Losi
9. Contingent Liabilities and Contingent Assels

14, Subsequent Hvents

Page 48



Australian Pipeline Trust

Notes to the Condensed Consolidated Financial Statements
for the Half Year Ended 31 December 2006 (continued)

1. Significant Accounting Policies

Statement of Compiiance

The half year linancial report is & general purpose financial report prepared in accordance with the Corporations
Act 2001 and AASE 134 “Interim Financial Reporting’. Complance with AASE 134 ensures compliance with
Interpational Financial Reporting Standard IAS 34 “Interim Financial Reporting’. The hall year financial report
does not include notes of the type normally included in an annual financial reporl and shouwld be read in
conjunction with the most recent annual financial report.

Basis of Preparation

The condensed [inancial statements have been prepared on the basis of historical cost, except for the revaluation
of certain non-currenl assets and Ninancial instruments. Costis based on the Tair values of the consideration given
in exchange for assets. All amounts are presented in Australian dollars, unless otherwise noted.

The accounting policies and methods of computation adopied in the preparation of the half year financial report
are consistent with those adopted and disclosed n the entity’s annual financial report for the financial year ended
30 June 20060, other than as detailed below.

These condensed financial slalemenis have been prepared on a going concern basis.  The Directors have
reasonable grounds fo believe that the consolidated entity will be able 1o pay ils debis as and when they become
due and payable. During the period the consolidated entily enlered into two bridging lacilities Lo finance the
acquisitions of (he businesses as disclosed in Note 8. This has resulted in current liabilities being greater than
currenl assets for this report. The Directors are confident that these short term Tacilities can be replaced with long
term debl on normal commercial lerms.

AASB Accounting Standards not yet Effective

The Australian Accounting Standards Board (“AASB™) and Urgent Issues Group (“UIG™) issued additional
standards and interpretations which are effective for periods after the date of these financial statements. The
following standards and interpretations have nof yel been adopted:

e AASB 7 “Financial Instraments: Dlisclosures”™ applicable o annual reporting periods beginning on or
after 1 Janoary 2007,

Ausfralian Pipeline Trust (“APA”} does not anticipate thal the adoption of these standards and interpretations will
lave a material effect on its financial stalements on initial adoption. Upon adoption of AASH 7, APA will be
reguired 1o disclose addilional information sboul financial instruments, including greater detail as {o ifs risk
disclosure. There will be no effect on reported earnings or net assets.

Adoption of new and revised Accounting Standards
In the corrent year, the consolidaled entity has adopted all of the new and revised Standards and Inierprelations

issued by the AASB thal are relevant o its operations and effeciive for annual reporting periods beginning on or
after 1 July 2006.
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Australian Pipeline Trust

Notes to the Condensed Consolidated Financial Statements
for the Half Year Ended 31 December 2006 (continued)

2. Segment Information
The Consolidated Entity comprises of the foHowing business segments:
Gas transporilation infrastructure (ie. gas lransmission and distribation infrastrociure);
Electricily transimission infrastruciure; and
Other complemenlary assets — including coal seam gas processing facilities.
Bussiness Segments

The [ollowing table represents revenae and profit information [or the business segments of the
Consolidated Entity.

- fas U Electricify Complemeniary
Traonsportation ~ Transmission : Assets Tokzk

H000 - $000 000 - $000

Half year ended 31 December 2006

Revenne U

Sules revenue o ---._._"_1_79,495 . 8,384 186,535
Pussthrough revenue CUATITE - 47.827
Finance lease income - - 429
Total sales revenue 227267 4,389 234,791
Unallocated revenue R.485
Total revenue 24322’?6
Results

Earnings before interest, wx, depreciation L .

and amaortisation (EBITDA) e 127,380 3,366 266, 131012
Deprecintion and amonisation {27,594} {1.432) 256 {20170
Farnings before imterest and tax {EBIT) 99,386 1.934 522 . 101842

Met finance costs {53,739

Profit before tux 48,103
Income tax expense (15,7345
etitater e 32360

Half year ended 31 December 2805

DPuring the half vear ended 31 December 2003, the Consolidated Entity operated predominantly in one business
segment, being gas ranspontation infrastrocture, and one geographical segment. being Austrabia,
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Australian Pipeline Trust

Notes to the Condensed Consolidated Financial Statements

for the Half Year Ended 31 December 2006 (continued)

31 December

31 December

3. Profit from Operations
Profit before income lax includes the following ilems of revenue
and expense:
fa) Revenue

Transportation Revenue:
Pipeline ransporialion revenae
Electricity transmission revenue
Other Lolling revenue

Other pipeline revenue — passthrough

Figance Fncome:
Inleresl revenug

Finance lease income

Other Income:
Nel gain on disposal of property, plant and equipment
Other

th) Expenses

Other Pipeline Cosls:
Operating lease — renlal expense

Gas pipeline costs

Total Other Pipeline Costs — passthrough

Depreciation of non-current assets

Amorisation of non-current assels

Depreciation and Amortisation fixpense

fo) Significant tems

Individually significanl revenues/(expensesy mcluded in profii
afler relaled income tax expense are as follows:

Revaluation of interest rate hedges
Corporate legal and advisor costs

Turiff dispute resolution

Profit/(loss) from significant ilems belore relaled income tax

Income Lax related o significant ilems

Profit/{loss) from significant items afler related income tax

20046 2005
$'800 $ 000
179,495 142 481
6,389 -
651 -
47,827 42,625
234,362 185,106
6,489 4412
429 -
6,518 4412
17 48
1,579 380
243,276 189,946
9352 8918
38,475 33,107
47,827 42,625
28,820 18,438
350 359
29,170 18,797
3,400 -
(3,911) -
- 3,262

{511) 3,262
153 {979)
{358) 2,283
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Australian Pipeline Trust

Notes to the Condensed Consolidated Financial Statements
for the Half Year Ended 31 December 2006 (continued)
31 December 2006 31 Becember 2005

Cents per Total Cents Total
Unit $° 068 per Unit $'600

4. Details Relating to Distributions

Recognised amounis:

Final distribution in respect of financial year
ended 30 June 2006 paid on 29 September 2086
(2005: 29 Sepiember 2085)

Profit distribution 6.0 16,811 6.0 16,734
Firsf inferim distribufion in respect of financial

yvear ending 36 June 2007 paid on 18 December
2604 (2605: 30 December 2605)

Profit distribution 7.6 23,249 6.0 16,734
3.6 40,065 12.0 33,468

Unrecognised amounts:

Second interimi distributien in respect of
financial year ending 30 Jane 2807 payable on
38 March 2007 {2005: 30 March 2006}

Profit distribution " 4.0 17,141 6.0 16,734
4.0 17,141 8.0 16,734

 Profit disgribution snfranked (2005: 40% franked) at the COTPOTALE INCOME Lax rale.
b Profit distribulion unfranked (2005: 30% franked) at (he corporale income tax rate.

The second iaterim distribution in respect of the financial year ending 30 June 2007 has nol been
recognised in this hall year report because the distribution was declared, determined or publicly
recommended subsequent to 31 December 2006.

31 DPecember 31 December

2806 2005

$000 $°000

Franking accouni balance (tax paid basis) . 2.259
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Australian Pipeline Trust

4.

Notes to the Condensed Consolidated Financial Statements
for the Half Year Ended 31 December 2006 (continued)

Details Relating to Distributions (continued)

The dividend or distribution plans shown below are in operation.

The distribution reinvestment plan is in operation for this disiribution.

The fasi date(s) for receipl of election notices for the dividend o March 2007

or distribution plans

Notes to the Condensed Consolidated 31 December 31 Decener
For the purposes of the half year condensed consolidated cash
flow slaternenl, cash and cash equivalents are compromised of
the Tfollowing:
Cash at bank and oo hand 56,106 13,545
Short-term deposils 170,965 2,043
227,071 15,588
Issued Capital
31 Pecember 30 June
2806 26806
$'600 $°600
(i) APA Uniis, fully paid 791,289 505,379
No. of Units 2006
806 $7o60
AL T Faly 2006 280,181 565,379
Issued under Dividend Reinvestment Plan 2,678 11,529
Institational placement of uniis 41,800 190,190
Security Purchase Flan 8,950 40,242
Renounceable Rights Fssue 94 905 355,891
[ssue cost of units - {9,942}
Capilal return [0 unitholders (note if) - (362,080}
AL 31 Decermnber 2806 428,514 791,289
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Australian Pipeline Trust

Notes to the Condensed Consolidated Financial Statements
for the Half Year Ended 31 December 2006 (continued)

(1) APT Invesiment Trust

During the hall vear ended 31 December 2006 APA returned capital of 35302,000,000 fo s
unitholders. The relurn of capital was in lurn used o subscribe for the inilial issue of units in APT
Investment Trust, which were subsequently stapled 1o APA oniis to form the single economic group,

APA Slapled Group (ie the Consolidated Entily).

31 December 30 June

2806 2006

$°600 $°000

APT Iavesiment Trust Units, fully paid 302,800 -
No. of Units 2006

LIl $7000

Al T July 2086 . -
Issued under Product Disclosare Stalement 428,514 362,000
Al 31 December 2806 428,514 362,000

The issued equity of APT Invesiment Trust i reporied as a minority interesl in the consolidated

balance sheet of APA Group.

Earnings Per Security

2006
¢ per securify

2005

¢ DET Security

Basic Farnings per Security {cents per security) 9.82¢ 11.57¢
Basic Farnings per Security
The carnings and weighted average number of ordinary securities
used in the caleulation of basic earnings per securily are as
follows:
20046 2005
$°000 $°600
Earnings 32,271 33,532
20046 2005
No. "604 No. "GO0
Weighted average number of ordinary securities 328,522 289,819

(Diluted earnings per securily s exactly the same as basic earnings per security)
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Australian Pipeline Trust

Notes to the Condensed Consolidated Financial Statements

for the Half Year Ended 31 December 2006 (continued)

8. Details of Entities Over Which Control Has Been Gained or Lost

(i) Acquisition of GasNet Aastralia Group

Effective from 4 October 2006, the Consolidated Entily oblained control over the GasNel Australia
Group (“GasNel”) for cash consideralion lotalling $445,828,000. GasNet's principal activily is the
ownership and maintenance of gas ransmission pipelines located predominantly in Victoria and also
m New South Wales and Western Australia. This transaction has been accounted for using the

acquisition method of accounting.

The net assels acquired in the business combination, and the goodwill arising, are as follows:

Acguiree’s
carrying
amount before
business Fair value
combination adjusiments Fair value
$°600 $°600 $2000
Net assets acquired:

Cash and cash equivalents 28630 i} 78,638
Trade and other receivables 16,693 _ 16,693
Other financial assets - derivatives 2735 _ 2735
Inventories 254 _ 854
Property, plant and equipment 893,212 108,578 1,001,790
Other assels 2421 9h5 3,326
Trade and other payables (15,5993 _ (15,599)
Borrowings (650,264) {7.053) (657,317}
Bxeferred tax liabilities (73,875} 38,432 (35.443)
Provisions (3517} (6,700} (10,217)
Deferred revenue (100913 (1,637 (11,728
161,208 132,525 323,733

Goodwill arising on acquisition 122.005
Total consideration, satisfied by cash 445 828

The inilial accounting lor the acquisition of the GasNet Group has only been provisionally delermined
al reporting date. GasNel became wholly owned on acquisilion and has joined the company’s lax-
consolidated group. For tax purposes, the ax values of GasNet's assels are reqguired to be reset based
on market values and other factors. AL the date of [inalisation of this report, the necessary market
valuations and other caleulations had nol been finalived and the adjustment to deferred 1ax liabilities
and goodwill noted above has therefore only been provisionally determined based on the directors’
best estimale of the likely tax values. The market valualions obtained for tax purposes may also
impact the recognised fair values of the other assets acquired as parl of the business combination.
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Australian Pipeline Trust

Notes to the Condensed Consolidated Financial Statements
for the Half Year Ended 31 December 2006 (continued)

Goodwill arose in the business combination becanse the cost of the combination mcluded a conurol
premium paid o acquire GasNet. In addition, the consideration paid for the combination effectively
meluded amounts in relation o the benelil of expecled synergies, revenue growth, future market
development and the assembled workforce of GasNet Group. These benefits are nol recognised
separately from goodwill as the future economic benefils arising from them cannot be reliably
measured.

The Consolidated Enlity also acquired the customer Hsts and cusiomer relationships of GasNel as part
of the acquisition. These assets were not able (o be reliably measured and separately recognised from
soodwill because they are nol capable of being separated from the Consolidated Entity and sold,
transferred, licensed, rented or exchanged, either individually or logether with any relaled conlracts.

Included in consolidated net profit for the perfod is revenue of $28036,000 and earnings before
mierest and ax (EBIT) of $11.670,000 attributable to the additional business generated by GasNel Tor
the period from acquisition.

Had the business combination been effecied at 1 July 2006, (he revenue generated by the GasNer
business would have been 360,853,000 and EBIT §30,590,600. The directors of the Consolidated
Entigy consider these ‘pro-forma’ numbers to represent an approximale measure of the performance of
the combined group on an annualised basis and 1o provide a reference point for comparison in future
periods.

(if} Aequisition of Allgas Energy Limited

On 1 November 2000, the Consolidated Entity acquired 100% of issued share capilal of Allgas Energy
Lirited {“Allgas™} for cash consideration of $538.391,000. Allgas’” principal activity is the ownership
and maintenance of gas distribution pipelines located predominantly in South East Queensland and
Northern New South Wales. This lransaction has been accounled for using the acquisition method of
accounting.

The net assels acquired in the business combination, and the goodwill arising, are as follows:

Acguiree’s
carrying
amount
before
business ¥air value
combinaftion adjustments Fair value
$’800 $ 004 $°000
Nel assets acquired:
{nventorics 1.042 B 1.042
Property, plant and equipment 314,995 116,394 431,389
Deferred tax assets 272 (212)
Trade and other payables _ (116) (116)
Provisions (77 ~ (767)
Bleferred Revenue ~ (494) (494)
Beferred tax liahilities (28,526} (11,298) (35,824}
287,016 104,274 391,290
Goodwill arising on acquisition 147.101
Total consideration, satisfied by cash 538,391
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Australian Pipeline Trust

10.

Notes to the Condensed Consolidated Financial Statements
for the Half Year Ended 31 December 2006 (continued)

The inilial accounling for the acquisition of Allgas has only been provisionally determined at
reporting date. Allgas became wholly owned on acquisition and has joined the company’s lax-
consolidated group. For tax purposes, the (ax values of Allgas’ assets are required to be reset based on
market values and other faciors. Al the date of lNnalisation of this report, the necessary market
valuations and other calculations had not been finalised and the adjustment to deferred 1ax liabilities
and goodwill noted above has therefore only been provisionally determined based on the directors’
best estimale of the likely tax values. The market valualions obtained for tax purposes may also
impact the recognised fair values of the other assets acquired as parl of the business combinalion.
Goodwill arose in the business combination becanse the cost of the combination mcluded a conurol
premium paid o acquire Allgas. In addition, the consideration paid for the combination effectively
meluded amounts in relation o the benelil of expected synergies, revenue growth, future market
development and the assembled workforce of Allgas. These benefils are not recognised separately
from goodwill as the fulure economic benefifs arising from them cannot be reliably measured.

The Consolidated Enlity also acquived the customer Hsts and customer relationships of Allgas as part
of the acquisition. These assets were not able (o be reliably measured and separately recognised from
goodwill because they are nol capable of being separated from the Consolidated Entity and sold,
transferred, licensed, rented or exchanged, either individually or (ogether with any related conlracts.
Included in consolidated net profil for the period is revenue of $6,512,000 and EBIT of $1,934.,600
altributabie 1o the additional business generated by Allgas for the period from acquisition.

Had the business combination been effected at 1 July 2006, the revenue generated by the Algas
business would have been 326,507,008, and EBIT $10.520.0060. The direciors of the Consolidaled
Entigy consider these ‘pro-forma’ numbers to represent an approximale measure of the performance of
the combined group on an annualised basis and 1o provide a reference point for comparison in future
periods.

Contingent Liabilities and Contingent Assets

31 December 343 June

2086 2006

$7000 $°000

Contingent linbililies — Bank guarantees 3,745 3,745

Conlingent assets - -

Subsequent Events

There has not been any maller or circumsiance, other than that referred o the Direclors Report, the
financial statements or notes thereto, that has arisen since the end of the financial period, that has
significantly affected, or may significantly affecl, the operations of the consolidated entity, the results
of those operalions, or the state of affairs of the consolidated entity in Muiure financial periods.
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Australian Pipeline Trust

Statement by the Directors of the Responsible Entity

I the opinion of the Directors of Australian Pipeline Limited, the responsible entity of Australian Pipeline Trust
(“APA™Y, the financial slalemenls:

(a}) comply with Accoonting Standards, the Corporations Act 2001 and other mandatory professional
reporting requirements; and

(I} give a true and fair view of APA’s financial position as at 31 December 2006 and of its performance, as
represented by the results of its operations and is cash flows, for the hall year ended on that date.

In the Directors” opinion there are reasonable grounds to believe that APA will be able to pay s debis as and
when Lhey become due and payable.

This declaration is made in accordance with a resolulion of Direclors.

Aoy ipigt vaual

G H Bennett R J Wright
Chairman Director
Sydney

27 February 2007
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