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Important notice

Responsible Entity

Chatlenger Listed Investments Limitad (ABN 94 055 293 644) (AFSL 236887 (CLE"Y is the Responsible Engity of CIF Investment

Trost 1 EARSM 114 139 7030 and CIF Investrment Frust 2 {ARSMN 114 139 832} which together forrn the Challenger Infrastructura

Fund {CIFY. C2L Bas prepared and issued this Product Disclosure Staternent (POS'Y and & the entity making the Offar under thes PRS.

Important information

Investors shoubd raly ondy on this FDS for information about this imvestrment opportunity. No person is awthorised to provide any
information or to make any represensation about the Cffer that is not contained i this POS.

Information in this PDS may change from time to time. information regarding CIF that is not materially adverse may be updated by
the Responsible Entity by placing such information on the following website at v chafienger com auinfrastructarefund andfor

At the website of any of the Participating Brokers, and I required by the Listing Rudes, By providing it 1o the Australian Stock Exchange
{ASK. A papar copy of this information is also avallable fee of charge on reguest from the Responsible £ntity,

Applications for Secarities can only be submitted on an Application Form wikch is issued togethar with this POS. Application Forms
will only be issued with this FDS and may be obtained in paper form, on request, andfor electranically from the wehsite of the
Responsible Entity and/or any of the Participating Brokers.

If you have received this POS electronically, a4 paper copy witl be sent to you free of charge, on regueest. Flease calt the CIF Infotine
an FA00 13 02T (within Australia) 1o request a copy. This PDS can only be used by investors seceiving it (electronicaity ar
orhenwise] in Agstralia subject 1o applicable securitios laws.

2

o Offer restrictions

The (Offar i only being made w0 persons in Australiz. Mo action has been taken 10 register or otherwisae permit & pulic offering
of tha Secusities in any jorisdiction cutside of Australia.

This POS is ot an offer or vitation in any place in which, or to any person 1o whom, it would 5ot be lawful to make such an offer
or invitation. The distribution of this POS in countries other than Ausézalia may be reswictad by law and persons who come ints
passession af it who are not in Acstralia showld seek advice on and observe any such restrictions. Any Taiture 1o comply with such
restricsions may constitute a viclation of applicable securities laws.

Disclaimers

Aginvesament in CIF is sublect 1o investment risk and other risks, including possible loss of income and grincipal invested.

MNone of the Responsible Entity, Challenger Financial Services Group Limited (ABN 85 108 842 3713 (Challenger’ or any ather
member of the Challenger Group gives any guarantes or assurance as 1o the performance of CIF or the repayment of capital.
Investrments in IF are not investments, deposits of sther Sabilities of the Responsible Entity, Chaflenger or any other member of the
Challenger Group.

Marnbers of the Challerger Groop may invest in, land or provide othar services to CIF and may be paid fees, including expenses
in redation to the Offer and fees in relation to the managerment ar the Responsible Extty performing its role. Investors should note
the disclosure of Challengers interest 20 out in sections 2, 7 and &

This PL¥S does net take nto account the investment obiactives, financial situation and particedar needs of each potential investar,
Accordingly, before you invest you showdd read this POS and any supplementary PRS in fulf, especiatly the risk faciors that could

affect the financial performance of CIF as st 0wt in section 11 of this PDS. Sefore making a decision to invest in CiF you showld
consult & firancial or other licensed professional adviser.

Any phatographs in this POS are not photographs of the assets of CIF, unless expressly stated otherwise. Diagrams appsading
in this P25 are iHustrative only and may nol be drawn to scale.

Time and currency

Usdass athenwise statad, all refarences 1o tisme in this POS ars 1o Australian Eastern Standard Tirme {AESTY and &l armounts are
in Austratian dollars.

Rounding

Some amoonds in this document may ot add o exactly due w0 rounding.

Regulatory information
This PSS is dated 15 July 2005.

A cogy of this #05 will be provided 1o ASX. Within seven days of the date of this #DS, an application will be made 1o ASX 10 admit
CIF to the official list of ASX. The fact that ASK may admit TIF to the official list of ASX s not to be taken In any way as an
indication of the merits of CIF A copy of this PDS was lodged with ASIC on 15 July 2005, ASX, the Australian Securities and
Investrnenis Cammissian (ASIE) and their respective officers take nao sesponsibility for the content of this POS

Exposure period

The axposwre period for this FOS commenced on tha day after this FOS was lodged with ASIC and will run for sevan days, although
it may be extersded by op to a further seven days fup 10 & 1otal of 14 days) by ASIC. CLIL is prohibited from lssuing Securitios during
the exposure pericd. Applications received during the exposure period will not be processed untit after axpiry of this period.
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~  Challenger Infrastructure Fund

Offer summary

Offer Price per Class A Security . __':_33‘50
Amount of First Instabment payable on Application $1.75
Amount of Second Instatment -~ T T S g 7
Number of Class A Securities available under the Offer 90.0 million
Total proceeds of the Offer -1 LI I L 345, 0 milfion
Estimated annualised cash return on Frst Instalment basis for the Forecast Period 9.25%
Estimated tax deferred percentage of Distributions on First instalment basis for the Forecast Period e T00%
Important dates
Opening Date (9.00am AEST) . e D S s iy 2005
Closing Date {5.00pm AEST) 12 August 2005
Allotment Date - R e L 4G August 2005 -
Commencement of trading of Class A Securities on ASX (deferred seftlernent basés) 19 August 2005
Despaich of Holder statements {and refunds if E@quired) e : .:'22 'Augusi' 2005 -
Class A Securities expected 10 begin trading on noemal settlermnent basis 23 August 2005
Second Instalment Payment Date - e L e T Ty August 2006

The Responsible Entity may vary the above dates without prior notice. This may indude cosing the Offer aarly or accepting late Applications.
Investoss are encowraged 10 submit thair Applications as early as possibla. Payment of Second Instalrnent may be defarred by up 1o six ronths
by the Responsible Entity on giving two months notice to Holders ig weiting.



15 July 2005

Dear nvestor,

On behaif of the Directors, it is my pleasure to invite you to become an investor in the Challenger Infrastructure
Fund {CIF'}).

CIF represents an opporiunity to invest in a fund specifically established to develop a diversified portfolio of global
infrastructure assets. CIF rnay acquire whole assets or participate in investrnent consortia comprising leading players
{sirategic, financial and operational) in the global infrastruciure market to acquire controling or minority interests,

Leveraging from the Challenger Group, CF will benefit from the skills and investrnent expertise of one of Australia’s
targest asset rmanagers {over $29 billicn of assels and loans under management and administration at 21 March
2005) and frorn co-investment rights with Challenger Life.

Under this Offer, successful Applicants wilt receive Class A Securities. Challenger Life will subscribe for up to
$315.0 million, representing 50% of the issued equity of CIF in the form of Class B Securities (refer section 4.2},

Securities are being offered on a partly-paid basis, with $1.75 per Security payable on Application and a further
$1.75 per Security payvable on 21 August 2006, unless deferred by the Responsible Entity. The net proceeds raised
by the First Instaiment {including Challenger Life’s subscription} will be Tully committed on issue and used to acguire
Seed Assets from Challenger Life, narnely minority interests in:

+ ntl Broadeast, one of the two major UK broadeast transmission and site leasing infrastructure operators
and the UK's second largest independent wireless site leasing provider; and

+ iwo regulated UK gas distribution networks (DNs™, the North DN and the Wales & the West DN,

The Seed Assets are able to generate an atiractive targeted return from stable cashflows underpinned by long-term
contracts and transparent regulatory regimes.

fn an increasingly active market for global infrastructure assets, CIF continues to identify a robust pipeline of
investment opportunities consistent with its investment criteria. Proceeds of the Second Instalment will be used
to pursue such opportunities.

This PDS contains details of the Offer and CIF and provides an overview of the Seed Assets, You should read
it carefully before deciding whether to invest in the Offer.

Yours sincerely,

Stephen Gerlach

Chairman
Chalienger Listed Investments Limited

w  Chatlenger infrastructure Fund









e Challenger Infrastructure Fund

This section provides a summary of the key investment highlights of CIF and the Seed Assets.
Investors are urged to read this PDS in its entirety, including the risks outlined in section 11.

1.1 Attractive targeted return

CiF expects to pay an annualised cash return on the Securities of 9.25% for the Forecast Pericd. Refer to section 10.9
for further information about the assumptions on which the forecast is based and to section 11 for information about
the risks of investing in CIF.

1.2 Tax deferred Distributions

Distributions on the Class A Securities during the Forecast Period will be approxirmately 70% tax deferred. The tax
deferred cornponent will not be induded in the assessable income of the Class A Holders, however, it will reduce

the cost base of Class A Securities for capital gains tax purposes. For further information on the tax treatment of

the Bistributions refer to section 12.3.

1.3 Quality Seed Assets

The Seed Assets of CIF will comprise;

*+ 36.3% interest in ntl Broadcasy, a leading UK broadcast transmission and site leasing infrastruciure
operator and the UK's second largest independent wireless site leasing provider;

+ 3 58% interest in the North DN, a regulated UK gas distribution business; and
* 3 8.6% interest in Wales & the West DN, a regulated UK gas distribution business.

The Seed Assets provide CIF with a diversified asset mix, as shown below:

B e s,

Mote: Portfolio weightings based on asset value as per mid-point of ndependont Valuation Report {section 12.2).



1.4 Seed Assets to deliver reliable cashflow

The DMs in the UK are regulated under a relatively transparent and stable regulatory pricing regime with the next
pricing reset expected to occur in March 2008 nt! Broadcast’s broadcast and wireless operating divisions have
attractive revenue growth opportunities in addition to having a large proportion of cashflows in early years already
secured by long-term contracts.

ntl Broadeast® North DN* Wales & the West DN*

) g

e et

The return expected to be generated by the Seed Assets is $0.14 and $0.16 per Security for the Forecast Period and
the year ending 30 june 2007, respectively. Refer to section 10.9 for information about the assumptions on which
the expected returns are based and to section 11 for information about the risks of investing in CIFE

CiF intends to pursue future investrnent opportunities with similar characteristics to the Seed Assets {refer o section 7.3
for investment criteria), which are expected to deliver predictable and reliable cashflows.

~  Chatlenger infrastructure Fund



o Challenger Infrastructure Fund

1.5 Global investment opportunities

CIF's tong-term strateqgy is to accumudate a diversified
nortfolic of global infrastruciure and related assets
without overexposdre {0 any one investment, mdustry,
region, invastment partner or assef manager.

The Responsible Entity expects that CiF will enjoy a
robiust pipeline of investment opportunities via formal
co-investment rights with Challenger Life. There are
currently a number of global investment opportunities
which CIF and Challenger Life are considering together,
These opporiunities are discussed in further detail in
section 7.33

The parthy-paid Offer struciure provides CIF with
additional flexibility to pursue further investment
opportunities as they arise.

1.6 Challenger commitment

Challenger Life has cormmitted to subscribe for 50%

of the issued equity of CIF and to enter into a Voluntary
Escrow Agreement which restricts Challenger Life frormn
selling or otherwise disposing of its holding in CiF before
1 January 2007 {see sections 7.2.4 and 13.5.9).

Along with other Holders, Challenger Life is required
to contribute the Second instalment on the Second
nstalment Payment Date. Additionally, Challenger Life
has rmade availablie to CIF a Working Capital Facility
{see sections 10.8.2 and 13.5.5) and has entered into
a Foreign Exchange Transaction with the CIF Sub Trusts
in respect of the expected cashflows from the Seed
Assets up to and induding 31 July 2018 (see sections
7.7, 10.8 1 and 1356} Challenger Life has also
entered into a Co-investment Agreement with CIF
(see sections 7.5 and 13.5.4).

Fartherrore, the Manager and the Responsible Entity
{which are both mernbers of the Challenger Group) have
agreed that they will be paid their share of management
fees in the form of fully-paid Class A Securities for any
fees payable prior 1o 30 June 2008 and in the form of
fully-paid Ordinary Stapled Securities for any fees payable
for the period ending 30 June 2008, For all subsequent
few periods, their share of management fees will be
nayabie either in cash or in the form of fully-paid
Ordinary Stapled Securities, at the discrelion of the
Responsible Entity. Class A Securities issued in fieu of
management fees will also be subject to a Voluntary
Esgrow Agreement which restricts the Manager and
Responsible Entity from selling or otherwise disposing

of their holding in CIF before 1 January 2007

{see sections 7.2.4 and 13.5.9).

1.7 Experienced Board and
management

As the Responsible Entity, the Manager and the UK
Manager are all part of the Challenger Group, CIF will
benefit from the skills and investrent expertise of
one of Australia’s largest asset managers, with over
$25 bhillion of assets and lnans under management and
adrrinisiration as at 371 March 2005, Challenger Life
has a proven track record of infrastructure investrnent
and of partnering with global leaders in infrastruciure
origination, investment and operational management.

fach of the Directors have significant investrnent
experience. The Manager comprises a team of
experienced mnvestment professionals and indudes
Steven Bickerton wha has been hired as Managing
Birector of CIF and Head of Infrastructure, Challenger
Group. My Bickerton has over 15 years expetience in the
global infrastructure sector {see sections 9.1 and 9.2},



Key Seed Assets highlights
ntl Broadcast

Strong and - .. For the 18 months to 30 lune 2006, approxirnately 75% of total forecast revenue has
predictable cashflows been contracted

v - ] Broadcast's wireless and broadcast operating divisions have altractive revenue growth

Revenus growth

opportunities prospects

Strong competitive " . ntl Broadcast is:
position .- o . . L o

T & one of only two companies in the UK that provide broadcast transmission services
1o TV broadcasters;

& the leading transmission services provider for commercial broadcasters;
+ one of the largest independent operators of wireless site leasing infrastructure; and

o e 3 rnarket feader in the provision of managed wireless communication services {o the

public safety sector

rtl Broadecast benefits from experienced senior managernent who have established
team retationships with key particinants across all segments of nt! Broadcast's target markets

The rnajority of ntl Broadcast's growth-related capital exgenditure is committed only
- after related revenue contracts have been secured




Key Seed Assets highlights
North DN and Wales & the West DN

Essential infrastructure Each of the DNs provides essential services and operates as a regional monopoly

Mature reguiatory ...~ The current regulatory regirne has rernained largely unchanged since the privatisation
= - of the British gas industry in 1986, with the next pricing reset date expected to oecur
"in March 2008

Growth in gas dermnand (on a weather corrected basisy for each of the North DN and the
- Wales & the West DN over the ten years 1o 2002 was 34%, which was above the average
growth rate of 27% for the whole of Britain

" Gas demand is expected to grow, increasing by 17% in the ten year period from 2002
to 2012 for the North BN and 18% for the Wales & the West DN

growth

Experienced - LUl The network managerment teams of both the North DN and Wales & the West DN have
management team - - significant knowledge of the gas transportation industry and extensive experience running
) networks in an efficient, safe and economic manner
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This section provides a summary of the key information with respect to CIF and the Seed Assets.

2.1 Overview of CIF

CIF has been established prirarily to develop a diversified portfolio of global infrastructure and related assets.
CIF rray acguire whole assets or participate in investrment consortia comprising leading industry players
{sirategic, financial and operational) to acquire controliing or minority interests.

CIF has a broad mandate o invest in giobal infrastruciure and related assets. A combination of the following
investment criteria will be used 1o assess opporiunities:

+ regulated industry or near monopoly market position;

+ strong cash generation and attractive targeted cash returns;
+ long-term predictable cashflows;

+ high barriers to entry;

+ capital growth;

+ first class management teams; and

+ potential for board representation.

Supported by co-investment rights with Challenger Life, CIF aims to assermnbile a diversified portfolio of assets
without significant bias towards any one infrastructure or utility sub-sector. The Manager is carrently of the view
that investrent cpportunities will continue to emerge outside of Australia.

Figure 2.1
CIF simplified structure after acquisition of Seed Assets’

SR i o Wb

P

o

1 Challenger Life, CLIL and C5L are ol whally owned subsidiaries of Challenger. For mare information see section 7.

2.2 CIF structure

CIF's current structure is sumnmarised in figure 2.7,

CIF consists of two stapled managed investment schermes: CIF Investment Trust 1 (CIF 17 and CIF nvestment Trust 2
{'CIF 27). The Responsible Entity for both CIF 1 and CIF 2 is CLIL and the Manager for both CIF 1 and CIF 2 is CMSL

Each Security will consist of one unit in CIF 1 and one unit in CIF 2. Units are stapled together so that one cannot be
transferred, or otherwise dealt with, without the other.

On the Allctrnent Date, CIF will issue two classes of Securities, Class A Securities and Class B Securities. Class A
Securities, representing 50% of the total Securities to be issued, will be issued to successful Applicants under the
Offer, whilst Challenger Life will subscribe for Class B Securities, representing the remaining 50%.



The Class A Securities and Class B Securities rank
equally in all respects except that a greater proportion
of the Distributions paid on the Class A Securities is
expected to be tax deferred (see sections 10.6.3 and
12.3}. This companent of the Distributions on Class A
Securities will not be included in the assessable income
of the Class A Holders, howevet, it will reduce the cost
base of Class A Securities for capital gains iax purposes
{(see section 12.3}.

As of 1 January 2007, half of the Class B Securities issued
to Challenger Life will becormne Class A Securities. As of

1 July 2008, both the Class A Securities and the
rernaining Class B Securities will becorne Ordinary Stapled
Securities. This is not expected to give rise to a tax liability
for Holders.

For further details on the taxation conseguences arising
from an investment in CIF, see the Taxation Report in
section 12.3.

2.3 Seed Assets

Challenger Life has secured investments in three
strategic infrastructure assets that will form the Seed
Assets of CIF The Seed Assets display a combination of
the key investment characteristics described in section
7.3, CIF will purchase the Seed Assets frorn Challenger
Life with the net proceeds of the First Instalment.

2.3.1 ntl Broadcast

On 1 December 2004, Challenger Life participated in a
consortium arranged by Macguarie Bank which agreed
to acguire & 100% interest in ntl Broadcast from ntl,
tnc for £1.27 billion. ntl Broadcast is one of the eading
national broadcast transmission and site leasing
infrastructure operators in the UK and is the UK's
second largest independent wireless site leasing
provider. n{f Broadcast has access to approximately
2,000 revenue generating sites in the UK providing
coverage to approximately $8.5% of the population.

The acquisition of ntt Broadcast was completed
on 31 January 2005, Challenger Life's 6.3%
interest in ntl Broadcast entitles it 1o share & board
seat with a fellow consortium investor.

The acquisition price of £1.27 billicn, which excludes
transaction costs, was funded by £545 million of equity
and £725 million of debt representing a gearing level
of 57%.

2.3.2 The North DN

On 31 August 2004, Cheung Kong Infrastruciure
Holdings Lirnited {'CKI"} led a consortiurn of investors,
inclading United Utiities ple, which agreed to acouire
100% of the North DN from MNaticnal Grid Transco plc
{'NGT") for £1.39 billion.

The North DN is a regulated gas distribution business
tocated in the MNorth of England that transports gas on
behalf of shippers. The North PN is responsible for
owning, maintaining and extending the network of
pipes and associated infrastructure required to
distribute gas within its geographic area. Key features
of the business include:

+ approximately 36,000 krn of gas distribution mains;

» catchment area with a population of approximately
6.7 milion; and

+ iotal headcount of approximately 1,100 employees,

The acquisition of the North DN was settled on 1 June
2005, Challenger Life’s 5 8% interest in the North BN
entitles it to share a board seat with a fellow
consortiurm investor.

The acquisition price of £1.39 billicn, which excludes
transaction costs, was funded by £526 million of equity
and £868 million of debt representing a gearing level
of 62%.

2.3.3 Wales & the West DN

On 31 August 2004, Challenger Life participated

i & consortium led by the Macquarie Edropean
Infrastructure Fund {"MEIF) which agreed to acquire
100% of the Wales & the West BN from NGT for
£1.23 biftion.

Wales & the West ON s a regulated gas distribution
business located in Wales and the South West of
England that fransports gas on behalf of shippers.

Wales & the West DN is responsible for owning,
rnaintaining and extending the network of pipes and
associated infrastructure required to distribute gas within
its geographic area. Key features of the business include:

+ approximately 34,000 ki of gas distribution mains;
+ catchment area with a population of 7.4 million; and

+ iotal headcount of approximately 1,100 full tirme
employees and over 500 contractors,

The acquisition of the Wales & the West DN was
seftled on 1 June 2005, Challenger Life's 8.6% interest
in the Wales & the West DN entitles it to share a board
seat with a fellow consortium investor.

The acquisition price of £1.23 billion, which excludes
transaction costs, was funded by £323 million of equity
and £904 miflion of debt representing a gearing level
of 74%.

2.3.4 Additional Seed Asset payments

CIF ray be invited to increase the value of its
ivestment in the Seed Assets via rights issues or other
capital raisings from time to tirme. Where CIF elects to
participate, it may borrow from a related or third party
to fund that participation.

Challenger Infrastructure Fund
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2.4 Summary financial information

2.4.1 Forecasts for CIF

Figure 2.2 is a surnmary of CIF's pro forma forecast financial information for the Forecast Period. The information in
this section is a summary only. it is not certain that forecast Distributions will be achieved. Many factors which affect
results may be outside the Responsible Entity’s control and may not be capable of being foreseen or accurately
predicted. See section 10.1 for further information on the basis of preparation of the forecast and sections 10.9 and
10.10 for further information about the assumplions on which the Torecasts are based and the sensitivity of those
forecasts to actual cutcornes that differ from assumed outcomes. See also section 11 for discussion of the risks
associated with an investment in CIE

Figure 2.2
Financial summary

nvestment revenue 20.4
Management fees’ 2.7
Profit before tax 17.6
Distributable Income 25.1

Forecast Distribution per Class A Security

s Taxabie ($) .04
¢ Tax deferred’ (3} 010
Total Distributions per Class A Secunity® () 014
Average tax deferred percentage on Class A Securities’ 73.0%
Annuakised cash Distribution return 9.25%

1 slanagement fees are exciusive of (ST
2 Sea the Taxation Report in section 12.3 for mare detail an tax defarred Distributions.
3 Mote that total cash Disiributions for Class A Securities wéll be aqual to those on Class B Securities.

As of 1 huly 2008, Class A Securities and Class B Securities will become Ordinary Stapled Securities and will rank
equally in ali respects. One consequence of this will be that the tax deferred compoenent of Distributions will be
reduced. In addition, CIF's capacity to pay tax deferred Distributions will depend on the nature and form of future
ivestments. No attemnpt has been made to forecast the tax deferred component beyond the Forecast Period as there
is no reasonable basis on which to do so.

2.4.2 Expected return on Seed Assets

Figure 2.3 shows the expected return per Class A Security generated by the Seed Assets up to 30 June 2007,
ft does not represent a forecast for CIF The actual return frorn CIF beyend 30 lune 2006 will also depend
on the timing of the Second Instalment payment and how proceeds from the Second Instalment are invested.

Figure 2.3

Expected return on Seed Assets on First Instaiment basis

Expected return per Class A Security on First

nstalment basis

+ Taxabie $0.04 $0.05
s Tax deferred $0.10 $0.11

Total expected return on Seed Assets
per Class A Security $0.14 $0.18

Average percent tax deferred on Class A Securities 70.0% 70.0%




2.4.3 Distribution policy

The Responsible Entity intends {o distribute to Holders alf
bistributable Income for each financial year. Distributions
will be made twice yeatly, for the six month pericds
ending 31 December and 30 June each year.

CIF will pay Distributions to Holders within 90 days
of the end of each six month period.

A Distribution Reinvestment Plan (DRP'S has been
established. it is currently intended that the DRP will
first be operational for Distributions payable for the
half-year ended 30 June 2006, However, the
Responsible Entity reserves the right to suspend the
cormencement of the DRP in its absolute discretion.

2.4.4 Currency hedging

The CIiF Sub Trusts have entered inlo a Foreign
Exchange Transaction with Challenger Life whereby
100% of the expected cashflows from the Seed Assets
dp 1o and including 37 July 2810 will be exchanged
into Australian dollars. CIF does not specifically intend
to hedge its capital investrnent in offshore assets.
Further hedging will be in accordance with the currency
hedging policy {see sections 7.7, 10.8.1 and 13.5.6 for
further details).

2.5 Relationship with Challenger
and Challenger Life

Challenger Financial Services Group Limnited is an
SE&PIASK 100 company with a market capitalisation
of appraximately $1.7 billion on 30 fune 2005,

At 31 March 2005, Chalienger had over $29 billion
of assets and loans under managerment and
adrministration, induding infrastructure, property,
histed investrnents and mortgages.

Challenger Life, a wholly owned subsidiary of Challenger,
is a leading provider of annuities in the Australian market.
At 31 March 2005, Challenger Life had gross assets in
excess of $3.7 billion supporting its annuity portfclio.

Fallowing completion of the Gifer, Challenger Life will
own 50% of CF through Class B Securities. Challenger
tife will enter into a Voluntary Escrow Agreement with CIF
vnder which Challenger Life has agreed not 1o transfer or
dispose of any of the Securities it holds before 1 Januaty
2007. See sections 7.2.4 and 13.5.9 for further details.

Challenger Life and CIF have entered into a Co-investiment
Agreerment to govern future investiment activities. Under
this agreernent, if Chatlenger Life proposes to invest in any
entity or asset that fits within CIFS investrnent mandate,
vnless prohibited ander the terms of the investment or

applicable law, Challenger Life roust offer OIF

the: opportunity to co-invest in at least 30% of the iolal
investrment opporiunity available to Challenger Life {see
sections 7.5 and 13.5.4),

Challenger Life has also made available to CIF a
Working Capital Facility {see sections 15.8.2 and
13.5.5) and a Foreign Exchange Transaction to each
of the CIF Sub Trusts in respect of the expected
cashiflows from the Seed Assets (see sections 7.7,
10.8.1 and 13.5.6).

2.6 CIF management arrangements

The Responsible Entity of CIF will be CLIL, a wholly
owned subsidiary of Challenger. The Responsible Entity
is also the responsible entity for the Challenger Wine
Trust, which is also listed on ASX.

The Manager of CIF will be CMSL and the manager of
the lersey Companies (which are wholly owned by CIF
and which will hold the interest in the Seed Assets) will
be CGS UK (UK Manager'). CMSL and CG5 UK are both
wholly owned subsidiaries of Challenger. In addition to
rranagement services, CMSL may also separately provide
origination and  advisory services {see sections 2.7, 2.8
and 13.5.3).

2.7 CIF management fees

2.7.1 Total management fees

The total fees payable for the management services
provided to CIF and its subsidiaries are to be shared
by the Responsible Entity, the Manager and the

UK Manager in accordance with the Fee Sharing
Agreernent as set out below:

Base Fee

The Base Fee will be equal to 1.00% per annum of

the Adjusted Equity Value of CIF {exdusive of G5T),
calculated at the end of each half-year period ending
31 Decernber and 30 lune. Adjusted Equity Value for
any period is equal to the Eguity Value of CIF {including
Class A and Class B Securities) tess Uncormmitted Cash
balances at the end of the period. See sections 8.3 and
8.4 for further details including examgples showing how
the Base Fee is to be calculated.

Performance Fee

fny addition to the Base Fee, a Performance Fee is payable
equal to 20% of CIFs ouiperformance of the benchimark
SERF/ASK 200 tndustrial Accurnulation Index. See sections
8.3 and 8.4 for further details, including examples
showing how the Performance Fee is to be calculated.

Challenger Infrastructure Fund
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2.7.2 Fee sharing

Under the Fee Sharing Agreerment, each of the
Responsibie Entity, the Manager and the UK Manager
have agreed to share the management fees, cornprising
the Base Fee, the Performance Fee (if any) and the

CGS UK fee, as Tollows:

a) CHL, as Responsible Entity of CIF, will receive 5%
of the Base Fee and the Performance Fee;

by CHASL, as Manager of CiF, will receive 95% of the
Base Fee and the Performance Fee less any fees paid
1o CGS UK and

¢ G5 UK, as UK Manager of the Jersey Companies,
will receive a fee of £15,000 per annurn.

H CLIL is reptaced as Responsible Entity of CIF by an
entity not controlled by Challenger, then ChSL and
CGS UK between them will be entitled 1o 100% of
the rmanagement fees,

See sections 8.3, 8.4 and 13.5.3 for further details,

2.7.3 Form of payment of management fees
The Manager and the Responsible Entity have agreed
that they will be paid their share of management fees
in the form of fully-paid Class A Securities for any fees
payable prior to 30 june 2008 and in the form of fully-
paid Ordinary Stapled Securities for any fees payable
for the period ending 38 June 2008. They have also
agreed to defer receipt of any Class A Securities until
after the Second Instalment Payrment Date so that the
Securities issued to them will be credited as fully-paid.
The Manager and the Responsibie Entity will be
cornpensated for such deferral (see sections 8.3.1 and
13.5.3). For all subseguent fee pericds, their share of
rmanagerment fees will be payable either in cash or in
the form of fully-paid Ordinary Stapled Securities, at
the discretion of the Responsible Entity (subject to any
relevant legal requirements). Class A Securities issued
in lieu of ranagement fees are subject to a Voluntary
Escrow Agreement. For more information see sections
7.2.4and 1359,

The UK Manager wilt receive its fee in cash.

2.8 Advisory fees

The Responsiizle Entity has engaged CMSL to act as
rmanaget for CIF It may separately engage CMSL or
another advisar to provide advice in relation to
identification or implermentation of new investment
opportunities or divestrnents. These advisory services
are separate from the managernent arrangerments
referred 10 in section 2.7, The fees payable by CIF to
CMSL or other advisors will be determined on an arms
length basis at the relevant time.

See section 8.3.2 for further details.

2.9 Taxation

Agpplicants should read the Taxation Report in section
12.3 for a guide on the taxation treatment of
Distributions on, and disposal of, the Class A Securities.
That section explains:

s ihe extent to which Distribuiions need to be
included i assessable income;

+ how the tax deferred cornponent of Distributions
affects the capital gains tax cost base of Holders
with respect to their interest in CIF; and

+ the likely tax consequences arising upon Class A
Securities being renarned Ordinary Stapled Securities
from 1 July 2008

The tax consequences arising from an investrnent in
Class & Securities will ultimately depend upon the
rwvesstor's particular crcumstances and the material
included in the Taxation Report is only intended as
& guide,

it is the responsibility of investors to rmake their own
engquiries concerning the taxation consequences of
an investment in CIF I investors are in doubt as to
the financial or other consequences of an investrent
in CiF, they should consult their finandial or other
hcensed professional advisor before investing.

2.10 Investment risks

As with any investment in the stock market, an
investment in CIF as described in this PDS is subject
to a number of risks, both general and specific.

A number of key risks are described in section 11,

Before investing in CIF, invesiors should consider these
risk factors carefully and read this PD5 in its entirety.
Before making a dedsion to invest in CIF, you should
consult & financial or other licenced professional
advisor,

2.11 Questions/further information

For enguiries about this PDS, including how to
complete the Application Forrm or how to obtain
additional copies, Applicanis can contact the CIF
infoline on 1800 114 027, or wisit
www.challenger.com awinfrastructureFund to
download an electronic copy of this PDS. The CIF
Infoline will be open Monday to Friday frorn 8 30am
untd 5.30pm (AEST) from the date this PDS s lodged
with ASIC until 23 August 2005,

Broker Firm Applicants should direct any questions
about their Application or Allotrment to their respective
Participating Broker.






The purpose of this section is to provide answers to key questions in relation to GF, the Offer and

Class A Securities.

Who is the fssuer? [0 T T

Who is the UK Manager?. .

What is the First Instalment amound(?-

When is payment o{ the Secorzd
mstatmem dug? e i

What is the Torecast cash return
on the Class A Securities ona } : S
First Instalment basis? .

When will Class A Securities ang

Class B Securities become Ordmary -

Siapied Securities? - T
.................................................. Stapled Securities.
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- as Responsible Entity of CIE -7 : e DR

Challenger Group Services UK Limited. ™S ions 2.6 and 8.2

. ass A Securilies. The Responsible Entity

" intends to apply for the admission of CIF
1o the official list of ASX and for the .
‘guotation on ASX of Class A Securities

$1.75 per.Security.

21 August 2006, untess deferred See sections 4.2, Ad4.and 4.5 - -
- {for a period of up 1o six monthsy ~ . T T
-at the Responsible Entitys discretion.

CIF-forecasts an annualised cash refurn - "See section 10.6 -
- 0f 9.25% for the Forecast Period, © . e T

As of 1 July 2008, both the Class A See section 7230
CSecurities and any remaining Ciass B o
L Securities will become Qrdinary




at are the significant

of investing in Class A - L
e " Distributions. The financial performance of CIFwilt .-~

also be affected by performance of CIFs investments, s o

"'.'.'.Enc._iudi*’-’_g the Seed Asg Qe T e e

Securities?.

istributions are not guaranteed. Macroeconomic
and fund-specific factors may adversely affect .-+
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at arg the {ax implications of -
investing in Class A Securities?

What is CIF's currency hedging policy?.

The CIF Sub Trusts have entered into 2 - See sections 7.7, 1

- Foreign Exchange Transaction for 100% . .and 13.5.6 .~

- of the expected cashflows from the Seed -
Assets up to.and inchuding 31 July 2010, -
g -_'CiF. does not spedfically intend 1o hedge
.. its capital investment in offshore assets.

- Further hedging witl be I accordance -7
" with the currency hedging policy. - -

What information will be publishe

-After CIF is listed, the Responsible ee section 1 3__ 10

- “Entity will publish the following
< information from time 1o time: ©

Can annual report;

. a half-yearly update; "~

+ Distribution advice statements; *. -

~.an annual tax statement; and

“continuous. disclosure notices.

0.8.1 -
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This section provides details of the Offer and its different components, and explains how and when
to apply for Class A Securities.

4.1 Offer timetable

Closing Date {5.00pm AEST)

Allotment Date

Commencement of trading of Class A Securities on ASX (deferred seitlemnent basis)

Despatch of Holder statements {and refunds i required)

Opering Date (9.00am AEST) © " . . e,

------------------ e U 98 Jyly 2005 -

12 August 2005

_________________________ 15 Adgust 2005 -

19 August 2005
.................. 22 August 2005
23 August 2005

21 August 2006 -

The Responsible Entity may vary the above dates without prior notice. This may indude dosing the Offer early or accepting late Applications.
Inwastors arg encowraged 0 submit their Apphications as early as possibie. Payment of the Second Instadment may be deferrad by up t six months
by the Responsible Eatity on giving Molders at least v months notice in writing.

4.2 Offer summary

The Offer is for 50.0 million Class A Securities to be
issued by the Responsible Entity at an Offer Price
of $3.50 per Class A Security.

The Offer Price of $3.50 per Class A Security is payable
in two equal instalments as follows:

+ First Instatment of $1.75 per Class A Security
payable on Application; and

+ Second Instalment of $1.75 per Class A Security
payable on the Second Instalment Payment Date.

The Second tnstalment Payrent Date may be deferred
by up to six months at the Responsible Entity's
discretion by giving Holders written notice at least
twio months prior to the scheduled date for payment.

Separalely, Challenger Life will subscribe for up to
50.0 million Class B Secarities at a price of $3.50 per
Class B Security payable in two equal instalments on
the same dates as Class A Holders.

The Class A Securities and Class B Securities rank
equally in all respects except that a greater proportion
of the Bistributions paid on the Class A Securities is
expected o be tax deferred (see section 10.6.3).

This cotnponent of the Distributions on Class A
Securities will not be included in the assessable income
of the Class A Holders, but will reduce the cost base
of Class A Securities for capital gains tax purposes.

Refer to the Taxation Report in section 12.3 for
further information.

As of 1 lanaary 2007, half of the Class B Securities
issued to Challenger Life will become Class A
Securities. As of 1 luly 2008, both the Class &
Securities and the remaining Class B Securities wilt
become Ordinary Stapled Securities. This is

not expected 1o give rise 1o & tax liability for Holders.



4.3 Proceeds of the Offer and Challenger subscription

The net proceeds of the First Instalment wilt be used by CIF to acquire three Seed Assets from Challenger Life,
narnely interests in nil Broadcast, the North PN, and the Wales & the West DN. These acquisitions by CIF are
expected to occur on or around the Allotment Date.

The sources and applications of funds raised under the Offer and Challenger's subscription for Class B Securities

are autlined below:

Figure 4.1
Proceeds of the Offer and Challenger Life subscription

First Instalment

Proceeds of the First instalment on Class A Securities 157.5
Proceeds of the First instalment on Class B Securities 157.5
Estimated Offer costs' 12.0
MNet proceeds of the First Instalment 203.0
Eecaﬂd Ensta;m@ﬂt e
Proceeds of the Second instalment on Class A Securities 157.5
Proceeds of the Second instalment on Class B Securities 157.5
MNet proceeds of the Second Instalment 315.0
Net proceeds of the Offer and Challenger Uife subscription (First and Second Instalments} R 617.9

1 Cffer axpenses include legal, accounting and other professional fees (including Offer management, underwtiting, printing and distribution £osts),

inciusive of G5, Refer to section 13 for details of Offer expenses.

Figure 4.2
Seurces and applications of funds

Sources

MNew investor subscription for Class A Secarities under the Offer’ 315.0
Challenger Life subscription for Class B Securities’ 315.0
TOZ&E SOLFCES F P 6299
Mpplications
Cash and receivables acquired 3.9
Acqaisition of a 5.3% interest in ntl Broadcast 1221
Acqaisition of a 5.8% interest in the North DN 866
Acquisition of a 8.6% interest in the Wales & the West DN S04
Capital for further investrments 315.0
Offer expenses 12.0
Total applications 629.9

1 ncludes both First Instalment and Second Instalmeant.
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4.4 The Offer

4.4.1 Offer Price

The Offer Price per Class A Security is $3.50, payable

in two equal instalments. The First instalment is payable
on Application and the Second Instalrnent is due on

21 August 20086, unless deferred by up to a period of
s months by the Responsible Entity {see section 4.5),

4.4.2 How to apply for Class A Securities
under the Offer

To invest in CIF, please complete the Application Farm
accompanying this PDS. Return your completed
Application Form and Application Monies, by mail

of in person, to one of the addresses set out in

section 4.4.5. Follow the instructions in this section and
on the Application Form carefully as your Application
rmay be rejected if you complete it incorrectly.

4.4.3 Minimum investment

The minimum number of Class A Securities you may
apply for under the Offer is 1,500 Class A Securities,
representing Application Monies of $2,625 in respect
of the First Instalrnent, and in multiples of 500 Class A
Securities thereafter. The Responsible Entity, at its
discretion, may waive the minimum Application
reqUirements.

4.4.4 Application Monies

Applications other than Broker Firm Applications must be
accornpanied by a cheque in Australian currency drawn
on an Australian branch of an Australian bank. Chegues
shouid be cossed ‘not negotiable’ and made payable 1o
'CLIL as RE of the Challenger Infrastructure Fund’,

4.4.5 Where and when to send your
Application Form

Completed Application Farms and Application Monies
can be mailed to the Registry or delivered in person.
The following addresses should be used for mailing
and hand delivery of Applications:

Mailing address

Challenger Infrastructure Fand Offer
C/- ASX Perpetual Reqgistrars Limited
tocked Bag Atld

SYDMNEY SOUTH NSW 1235

Hand delivery address

Challenger Infrastructure Fund Offer
C/- ASX Perpetual Reqgistrars Limited
tevel 8, 580 George Street

SYDNEY NSW 20060

As the mailing address is different to the delivery
address, care must be taken as Applications mailed

to the delivery address may rnotl be accepted.

All Applications, whether delivered in person of maited,
must be received by the Registry no later than 5.00pm
AEST on 12 Adgust 2005, unless that date or time is
varied by the Responsible Entity.

The Responsible Entity may, in its discretion and
without prior notice, close the Offer at an earlier date,
extend the Offer, vary the dates and times of the Offer,
of accept late Applications.

4.4.6 Broker Firm Offer

A Broker Firmn Offer is avaiable o retail clients of the
Participating Brokers who are offered a firm allocation
of Class A Securities.

Unless otherwise instructed by their Participating
Broker, Applicants under the Broker Firm Offer should
either:

+ make direct payment and also return their
completed Application Forms to their Participating
Broker, or

+ make direct payment and submii an elecironic
application for Securities in accordarice with the
instructions of their Participating Broker,

4.4.7 Allocation of Class A Securities

The Responsible Entity reserves the right in its absolute
discretion to aliocate less than the full number of Class
A Securities apphied for in any Application, of to dedine
any Application, and to refund the portion of
Application Monies for Class A Securities that were

not allotted (without payment of interest).

ft is expected that Securities will be allotted on the
Allotment Date, 19 August 2005

4.4.8 Interest on Application Monies

Pending the issue of Class A Securities, Application
Monies will be held in a trust account. Any interest
earned on this account will form part of the
Bistributable Incorme of CIF

4.4.9 Cooling-off

There is no cooling-off period for an investment
iy Class A Securities,



4.5 Payment of Second Instalment

The armount of the Second tnstalment is $1.75 per
Class A Security. Holders who are registered as Holders
of the Class A Secarities on the Second Instalment
Record Date will be required to pay the Second
nstalment by the Secand Instalment Payment Date.
The Second Instalment Payment Date is 271 August 2006,
The Responsibie Entity rnay not bring the Second
nstalment Payment Date forward to an earlier date,
but may defer it by up to six months by giving Holders
at teast two months notice in writing. The Responsible
Entity will not increase the arnount of the Secaond
Instalment. The Responsible Entity will not accept
nayment of the Second Instalment unti it is called.

i a suitable investrnent cannot be found subsequent to
the payment of the Second Instalrment, the Responsible
Entity, in its absolute discretion, may choose to return
all or part of the proceeds of the Second Instalment

to Holders by way of a return of capital.

i Holders do not pay the Second Instalment by the
Second instalment Payment Date, the Responsibie Entity
rnay take action to recover the amounts owing. While
amounts are outstanding, voting and Distribution rights
may be suspended. The Responsible Entity may also selt
the Class A Securities of Holders wha have not paid the
Second instalment, in which case those Holders will be
nersonally lisbie for any shortfall after the armount
ousstanding plus interest (calculated from the Second
nstalrnent Payment Date) and the costs and expenses
of sale are deducted from the sale proceeds.

4.6 ASX listing and deferred
settlement trading

The Responsible Entity will apply for the Class A
Securities to initially be guoted on ASX on 2 deferred
settternent basis commencing 19 August 2005,

Trading wili be on a deferred settlement basis unti
the Responsible Entity has advised ASX that initial
transaction confirmation statements have been
despatched to Holders. Mormal trading on ASX is
expected o commence on or about 23 August 2005,

From 8.30am on the date on which trading on a
deferred settlement basis commences {expected to
be 19 August 2005}, Applicants will be able to cali
the CIF infoline on 1803 114 G627 to find out details
of their Allocation. Applicants under the Broker Firmn
Offer wilt also be able to confirm their Allocation
through their Participating Broker

4.7 CHESS and holding statements

The Responsible Entity will participate in CHESS and
will maintain an electronic issuer-sponsored sub-register
and an electronic CHESS sub-register,

Following the issue of Class A Securities 1o successful
Applicants, holding staternents are expected to be
despatched on or about 22 August 2005, The initial
holding statement will set out the nurmnber of Class A
Securities aliocated and will provide details of a Holder
tdentification Nurnber ("HIN') or where applicable, the
Securityhoider Reference Number ('SRN') for issuer-
sponsored holders.

Mo unit certificates will be issued.

4.8 Withdrawal of the Offer

The Responsible Entity may withdraw this PDS and the
Offer at any time before the issue of Class A Securities
to successfud Applicants. If the Offer does not proceed,
Application Monies will be refunded {(without interest}
within 21 days of withdrawal of the Offer. Any interest
earned will be retained as an asset of CIF

4.9 Brokerage, commission and
stamp duty

Mo brokerage, commission or stamp duty is payable

by Applicants on acquisition of Class A Securities under
the Offer.

4.10 Foreign selling restrictions

ko action has been 1aken to permit a public offering
of the Class A Securities in any jurisdiction cutside
Australia. This PDS does not constitute an offer or
witation in any country in which, or to any person
te whom, it would not be lawful to make such an
offer or invitation.
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The Class A Securities have not been, and will not be,
registered under the US Securities Act of 1933
("Securities Act’} and may not be offered or sold in the
United States ('US") to, or for the account or benefit of,
U5 persons {as defined in regulations of that Securities
Act) except in accordance with an applicable
exernption from the registration requirements of the
Securities Act.

fach Applicant ender the Offer will be taken to have
represented, warranted and agreed as follows:

+ the Applicant is an Australian citizen or resident in
Aastralia and is not acting for the account or benefit
of a perscn in the US or any other foreign person;
and

+ the Applicant will not offer to selt the Class A
Securities in the US or in any other jurisdiction
outside Australia, except in transactions exermpt
frorn registration under the Securities Act and in
compliance with all applicable laws in the
jurisdiction in which such Securities are offered
and sold.

4.11 Electronic PDS

This PDS5 may be viewed ondine by eligibie investors,
as tdescribed above, at
www challenger.com au/infrastructurefund

Persons who receive the electronic version of this PDS
should ensure they downioad and read the entire PDS.

A printed copy of the PDS and the accompanying
Agpplication Form will be provided free of charge to
any eligible person who requests a copy by registering
their interest online at

www challenger.com.aw/infrastructurefund, calling the
CIF Infoline on 1800 114 027, or contacting the Joint
tead Managers or Participating Brokers, by mail or in
person, during the period of the Offer,

4.12 Enquiries

All enquiries regarding the Offer should be directed to
the CiF Infoline on 1802 114 §27. The CiF Infoline will
be open from B.30am to 5.30pm (AESTS, NMonday to
Friday, from the date this PDS is lodged with ASIC until
23 August 20065,

i you are unclear in refation to any ratter or are
uncertain as to whether an investment in CIF is a
suitable investrrent for you, you shodld seek advice
from your stockbroker, lawyer, accountant or other
cenced financal services advisor,
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This section provides a summary of the sectors
that CIF is likely to invest in and the industries
in which the Seed Assets operate.

5.1 Global infrastructure market

5.1.1 Infrastructure investment opportunity

The development and growth of global economies

is dependent on essential infrastructure. Traditionally,
governments have provided such infrastructure to

the community directly via government funding and
ownership, However, the trend in recent decades,
particutarly in CECD countries, has been to outsource
this function to the private sector, with governments
increasingly selling their existing infrastructure assets
as well as transferring new infrastructare developrment
to private enterprise.

nfrastracture assets and businesses typically have
some or all of the following characteristics:

+ Long-term contracts: generally operate under
long-term concessionsfagreements;

+ Strategic competitive advantage and high
barriers to entry: usually difficult to replicate
due to high construction costs, scarcity of land for
construction, legislative of regulatory requirements,
environmental restrictions, long-terem exclusive
concessions or other barriers to entry;

+ Economies of scale: a large proportion of the cost
base is typically fixed. This means that increases in
revenue are often met with disproportionately lower
Cost increases; and

+ Relatively inelastic demand: dernand is generally
stable and often grows with undetlying economic
or demographic growth, This leads to stable
operating cashflows and the ahbility 1o generate
stable investor returns.

5.1.2 Types of infrastructure assets

Infrastructure assets can be broadly divided into four
categories, depending on the nature of their major
risk factor:

+ Reguiated assets are natural monopolies o
dominant providers of essential services and are
therefore regulated in the level of revenue earned
or charges imposed. Examples of regulated assets
are certain electricity and gas transportation assets,
Expected returns are relatively stable during the
regulated period and therefore less risky and usually
lower than those on other infrastructure assets;

+ Social infrastructure assets are those infrastruciure
assets required by governrnents to provide essential

social services such as education, housing and
healthcare. Examples of social infrastructure assets
are schools, universities, hospitals, public housing
and prisons;

* Patronage assets depend on a farm of patronage
as their main revenue source. Examples include
airports, railways, toll roads, ports and water
freatment facilities. These assels typically provide
essential services, hence dernand is relatively
inelastic and cashflows can be predicted with a
reasonable degree of certainty; and

+« Competitive assets cperate in a competitive product
of service marketl. Examples indude certain electricity
generation and cornmunications infrastructure,
Markel exposure means that the returns on
cornpetitive assets tend to be more subject to
fluctuation than those on other types of infrastruciure
assets with price competition a key risk.

5.1.3 Investment opportunities

Infrastructure sectors that may present attractive
acguisition opportunities for CIF indude, but are not
imited to, electricity and gas transmission and
distribution networks, water and sewerage networks,
airports, toll roads, contracted power generation and
communications infrastructure. Oppottunities rhay arise
from both the private sector and the public sector.

5.2 UK communications infrastructure

The communications infrastructure services industry
provides the physical facilities for the carriage and
delivery of electronic comrmunications signals, such as TV
and radio broadcasts and mobile and data transmission.

There are two broad categories of transmission media:

+ Wireless - wireless transrnission media are able to
deliver services without physical connection by wire
or cable. Such technologies use radio frequency
waves to transmit electronic comrmunications
signals. Wireless cornmunications systerns can be
{further categorised into two distinct groups:

----- Terrestrial - radio and television broadcasting
{using broadcast towers) and mobile phone
telephony {using mobile towers) which are
hased on earth;, and

----- Non-terrestrial - satellite broadeasting, which
are based in space.



Figure 5.1
Communications transmission media

+ Wireline and cable - wireline and cable
fransrnission media deliver electronic cormmunication
signals through a physical connection by wire or
cable, typically made of metal cables or fibreglass.

This section focuses on those industry sectors in which
ntl Broadcast primarily operates, narnely:

s ielevision transemission (terrestrial and non-terrestrial);
s radio transmission (terrestrialy;

+ wireless site leasing; and

-

public safely management services,

5.2.1 Television transmission

Television broadcast has near total coverage of the
UK population (98.5%), reaching approximately
247 million households.

Figure 5.2 provides a breakdown of TV households
by signal delivery platform.

Figure 5.2

Estimated television households in the UK
by delivery platform (Q2, 2004}

Cabie - Digtal subscription 10.2%

Cable - Asalogue subserption 3 .6%

Terreatrial - Analogue frae-to-air 40.9%

Satedite - Digial subscription 28 4%

Terrestrial - Digrtal free-to-air 15.8%

Satellte - Cigital free-to-gie 1.2%

Sourca: Ofcom

Digital freq-to-air terrestrial transmission has bean adjusied 1o
exciude Ofcom's estimate of hoyseholds aguipped to recaive digital
frae-tomvigw on more than one TV sei.

Terrestrial transmission

ntl Broadcast and Crown Castle UK {'CCUK') are
currently the only providers of terrestrial transmission
services to TV broadcasters in the UK, for both the
anatogue and digital markets.

The analogue market can be broadly split into two
segrnents:

+ the publidy funded BBC providing two national
services, BBCT and BBC2 - CCHK is the sole
fransmission service provider for this sector; and

+ the cornmercial sector comptising two national and
one near-to-national service (ITV, 4/54C and Five
respectively} - ntl Broadcast is the sole transmission
service provider for this sector,

Whilst the analogue terresirial TV rnarket is mature,
the Digital Terrestrial TV {'DTT") market is in s growth
phase, and is currently responsible for the majority of
growth in digital TV penetration in the UK. Revenue
generated from the provision of terrestrial transmission
services is based on the extent of network roli-out

and population coverage, rather than the number

of actual viewers of the signal or market share of

the content transrnitted.

The UK is considered 10 be one of the global leaders
iy digital TV adoption with over 13.7 million
households currently receiving digital TV, Without
requlatory intervention, the Office of Communications
{'Ofcorm’) expects penetration of digital TV in the UK
te have a natural upper limit of 85%.
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Figure 5.3

Ofcom’s estimated take-up of digital TV
by platform under a market-led scenario
(% of TV homaes)

106G
e
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Source: Ofcom

The UK Government intends to switch off analogue
TV transmission on 31 December 2012 and replace it
with digital TV (Digital Switch Over or "DSO. Certain
pre-conditions relating to availability and affordability
rust be et before the DSO can take place.

Given the current proposals for reguiatory intervention
and compulsory switch over to digital TV, the take-up
of digital TV is likely to be accelerated with Ofcom
forecasting digital TV penetration of up to
approxirmately 99% of househoids,

Non-terrestrial transmission

Sateflite transrrission service providers such as ntd
Broadcast use ground facilities called satellite teleports
to access satellites to provide transmission and
broadcast services. Sateflite teleports comprise one

of rore antennae and other related equipment which
deliver and receive cornmunication signals to and from
sateflites. nt! Broadcast has a strong focus on the
Direct o Home {DTH') services segment of the satellite
market. DTH broadcasting involves the uplinking of
TV channei signals from uplinking facilities to satellites
positioned in a fixed orbital slot. The satellites then

transmit the signal to homes in & certain coverage area.

DTH services are expected to be a key driver of growth
inn the sateilite sector as additional channels are
taunched on the Sky digital satellite platform.

The satellite services market is dominated by British
Telecom, with other rnain competitors being Globecast
{France Telecorn} and Inmedia. Prior to its recent
acquisition of Inrnedia, ntl Broadcast has a market
share of approximately 10% in the available satellite

services rarket and approxirnately 45% in the UK DTH
service provider market.

5.2.2 Commercial radio broadcast
transmission

The analogue radio market in the UK comprises

BBC radio services, which are publicdy funded, and
commercial radic services. Approximately two thirds
of the UK's adult population choose to listen to
commercial radic. Of annual radio revenues, 48% is
accounted for by the commerdial sector and 52% by
the BBC . ntl Broadcast is the main transmission service
provider in the analogue commerdial radio market,
with a market share of approximately 82%, while the
BBC is primarily served by CCUK.

Cornmercial digitat radio cormnmenced broadcasting in
the UK in 1999. Digital radio coverage has improved
significantly in recent years and has extended across
the majority of the UK popualation. Penetration of
digital radio is also expected to be assisted by
increasing take-up of digital TV although, unlike
digital TV, there are currently no plans for a
compldsory switch over to digital.

Further growth is expected in the digital sector with
additional local, regional and national digital audio
broadcasting licences anticipated over the coming
years. Ofcorn is expected to complete a review of
digital radio in 2005 which will cdlarify its plans for
further development and licensing of digital radio.

As in the TV and analogue radio markets, ntl Broadcast
is the market leader in the provision of digital audic
broadeasting fransenission services to commerdial radio
operators, while CCUK is the primary service provider
for the BBC.

5.2.3 Wireless site leasing

Mohile phone network operators in the UK employ

a combination of owned and leased sites to install
antennae, base siation and other eguipment {0 support
their network coverage. The UK wireless site leasing
market is led by the mobile operators themselbves,

who own and operate a significant number of sites.
The market is highly fragrnented with ntl Broadcast
being the second largest independent participant in

the market with an estirnated 5% market share of
active sites. Consumer demand for mobile
communications services is a key driver of wireless

site leasing requirements. According to the
tnternational Telecommunications Union (1TU", there
were approxirnately 50 million mobile subscribers in the



UK at end of 2003, translating into a penetration rate
of approximately B4%, which is above the penetration

rate in Australia and significantly above the penetration
rate in the US. The four established second generation
(2G" mobile phone network operators all provide
dose to total 2G population coverage in the UK, with
each having a subscriber base of approximately the
same size. Third generation {'3G’} mobile offerings
represent a key opportunity for mobile operators to
grow earnings and average revenue per subscriber and,
due to the rofl-out requirernents of 3G and the shorter
raximum distance between 3G sites, provides an
wnportant growth opportunity for those in the site
teasing market.

fn addition to mobhile phone operators, site leasing
companies such as ntl Broadcast supply site sharing
services and equiprnent accommodation to a wide
range of customers including utilities, paging
cormnpanies, public safety network owners and other
comnpanies, Wireless broadband is also a developing
rarket driving wireless site leasing oppartunities
and related installation services demand.

5.2.4 Public safety managed services

Public safety organisations, such as the police force,
fire brigade and ambulance services, use dedicated
radio communications networks in carrying out their
day-to-day activities. Traditionally these networks
have been analogue, however, a transition has
begun towards new national digital platforms.

The trend from analogue to digital is also expected to
drive increased demand for the grovision of managed
services to public safety organisations. This is expected
to benefit cutsourced service providers such as nil
Broadcast, providing both technology upgrade project
related revenue as well as recurring contracted revenue
relating to managerd senvices.

ntl Broadcast is the main pravider of radio
communications maintenance and managed services
to public safety organisations.

5.2.5 UK communications infrastructure
regulation

Role of Ofcom

The UK Government implemented a new regulatory
framework principally through the Cormmunications
Act 2003, which came inte effect on 25 July 20083,
The Commurications Act established Ofcomn, an
independent regulator and competition authority for

the UK communications industry, with responsibilities
across television, radio, telecommunications and
wireless communications services in the UK. Ofcom
has historically favoured a markel-based approach

to ensuring a competitive and fair industry, and has
historically preferred the least intrusive regulatory
rmechanisims o achieve its policy objectives.

Ofcom's specific duties fall into six areas:

+ ensuring the optimal use of the electro-rmagnetic
spectrurn;

+ ensuring that a wide range of electrical
comrnunications services -~ including high speed
data services - are available throughout the UK;

+ ensuring a wide range of TV and radic services
of high guality and wide appeal;

+  maintaining plurality in the provision of broadcasting;

+ applying adequate protection for audiences against
offensive or harmful material and

+ applying adequate protection for audiences against
unfairness or the infringement of privacy.

Price reguiation

Ofcorn may impose special conditions on providers

with significant market power. The new regulatory
framework obliges Ofcom o carry out a series of
rarket reviews to determine which providers hold
rmarket power and shoutd be subject to such conditions.

Ofcom released a Final Siaternent in April 2005,
reaffirming previous findings that ntl Broadcast and
CCUK each have significant market power in the
rmarkets for the provision of access to mast and site
networks for the purposes of terrestrial broadcast
transmission services on a national, regionat and
rmetropolitan basis. Ofcom's general rernedies include
the requirerment for market participants to:

+ provide network access to their respective masts
and sites on reasonable request;

+ riof unduly discrirninate;

» ensure that network access charges are reasonably

derived from the costs of provision; and

+ provide transparency in relation to the terns and
conditions on which they are willing to enter into
a contract.
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5.3 UK gas distribution

Figure 5.4
Gas supply chain in Britain

Shippers
-Arrange offtake of gas a

Purchase gas from shippers and selt it to consumers

5.3.1 Industry structure

The gas market in Britain is one of the most developed
iy EUrope, comprising a competitive market for the
production and supply of gas and a highly developed
regqulatory framework for the transportation of gas

to consumers.

Figure 5.4 sbave illustrates the main participants in the
gas supply chain and their roles in delivering gas from
the ground to the ultimate consumer.

5.3.2 Gas usage in the UK

Matural gas is the rmost widely used prirnary fued in the
UK. The gas industry has become an essential part

of the British econarny with its share of UK primary
energy consumption increasing from approximately
23% in 1982 to approximately 40% in 2004,

The importance of gas as a prirhary energy source

is expected to increase over the nexd ten years

driven by increased dernand for domestic energy

and power generation.

Figure 5.5
UK primary energy demand by fuel type

Other 2%

Primary electricity 9%

Coal 17%

Petradearn 329

Matural gas 40%

Source: DT, Digest of UK Enargy Statistics {DUKES} 2004

The UK is the largest gas rarket in Western Europe, with
consumption doubling in the 20 year period 1o 2002,



5.3.3 Overview of gas transportation

Lint recently, NGT was virtually a ronopoly player in
the transportation of gas in Britain. Even after the sale
of four DNs, it rernains the dominant player in gas
transportation, which comprises;

+ ihe high pressure National Transmission System
{'NTS™S which is owned by NGT, and

+ the lower pressure distribution system, organised
intc eight regional Dis, of which NGT continues
o own four. The geographic area serviced by each
of the UK DNs are illustrated below:

Figure 5.6

UK gas distribution networks
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fach of the eight DNs operate as regional monopolies
and obtain gas from offtake sites, which are NT5 exit
noints. The gas is then transported to consumers at
supply points via an extensive network of pipelines,
rains and service pipes.

The DNs are generally physically discrete systems
connected to the NTS, although there are a small
number of connections between the individual DNs.
Each DN has its own managemment team and workforce
who are responsible for running the network in a safe,
refiable and efficient manner.

Other gas transporters operate small transportation
networks, which are usually connected to the DNs,

5.3.4 Forecast gas throughput

Gas throughput in the distribution networks, as
Hustrated in figure 5.7 below, is forecast to grow 15%
in the ten years to 2013, an average growth rate of
1.4% per annurn during this period. This is expected
to increase the proportion of the UK's primary energy
consumpticn satisfied by gas to over 46% in 2010
{currently approximately 40%;).

Figure 5.7
Historical and forecast annual gas demand
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Source: MOT Transportation Ten Year Statement 2004
ft is expected that this forecast growth will be driven by

+ increased usage by the power generation sector
{approximately 35% of the UK's total power
generation is generated from gas);

* increasing levels of econormic activity and fuel
substitution brought about by the cormpetitive
position of gas in relation to other fuels, most
riotably oif;

+ increasing dornestic demand for gas, with its share
of domestic energy consuamption increasing from
46% to 69% over the 24 year period to 2002
COver 70% of all homes in the UK are now centrally
heated by gas;

+ rnew housing completions projected at
approximately 180,000 per year;

* anincrease in non-domestic gas consumption driven
by further growth in the service sector and the
manufacturing sector returning to growth after
being in recession during 2001 and 2002; and

+ environmental initiatives supporting interruptible
demand for gas as an imrnediately available
alternative to more poiluting fossil fuels
{suich as coal and o},
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5.3.5 Gas transportation industry

regulatory environment

The gas industry in the UK is principally regulated
pursuant to the Gas Act (1986, as armnended) and the
Ltilities Act {2000, as amended). The industry regulator
is the Office of Gas and Electricity Markets ('Ofgem’).

Shippers, supplers and gas transporters (through
transmission and distribution networks) all require
& licence frorn Ofgern. In the UK, gas transportation
segrnents of the supply chain are highly regulated
with requirernents of the Gas Act having the effect
that a single company cannot conduct both
transportation and supply activities,

Role of Ofgem in gas transportation

Ofgem has a broad role in relation to the requdation

of gas transportaticn which reguires it to set and
rnptement policy, manitor and, where appropriate,
take enforcernent action. This includes controlling
prices, setting standards and preventing discriminatory
and other anti-competitive behaviour. Ofgem’s principal
responsibility is to protect the interests of customers by
nromoting effective competition wherever appropriate.

Ofgern also has a statutory obligation, under the Gas
Act, to ensure that the charges are sufficient for DNs to
be able to finance their Hicenced activities and to fund
their operaticnal, capital and replacerment expenditure
and to earn a return on the Regulated Asset Value
{'RAV"). The price contral regime also features
incentives which reward above average performance,

Price reguiation

All UK gas distribution campanies are subject to price
regulation defined by Ofgem, with price reviews
typically occurring every five years. This price regulation
means that revendes and operating results are relatively
prediciable over a given price control period and
ensures that DNs do not abuse their position by
charging excessive prices.

Although the current price contral pericd commenced
on 1 Aprit 2002 and was scheduled to end on

31 March 2007, Ofgem has stated this is likely to

be extended by one year to March 2008 to provide

a balanced warkload for companies and Gfgem

and allow gas distribution and transmission 1o

be considered separately.

RPI-X formula revenue

The revenue that a DN can earn on its regulated
business i3 restricted by the "UK all itemns retail price
index’, less an "X factor’, representing targeted
efficiencies, {collectively ‘RPI-X"). The RPI-X controls
prices, not profits, and is intended to encourage
efficiency within the DNs, The RPI-X price control
takes the retall price index (the rate of inflation} as
its benchmark and constrains distribution charges o
RPIl plus or minus an X factor. The X factor is therefore
& key variable in determining price and is a number
which is negotiated between the DNs and Ofgern,
however, it is ultimately set by Ofgem. Key variables
in the price control are:

+ RAV - represents the value for regulatory purposes
of capital already invested in the DNs;

+ Allowed return on RAV — estimated level of return
that is required by the financial markets to provide
capital to a gas distribution company;

* Operating expenditure {Opex’) - the day-to-day
costs of maintaining and ranning the DN;

+ Replacernent expenditure {'Repex'} - preventative
mainterance of a repair nature on the existing
network system; and

+ (Capital expenditure {"Capex’} - required to improve
and extend the capabilities of the network.
This expenditure is then rernunerated through
a depreciation allowance and a return on RAV.

Other issues affecting the price that DNs can levy
on their custorners include:

+ Pass through costs - variations in certain costs
{positive or negative), including licence fees
and rates, are able to be passed on directly to
the customer;

+ Mains replacement revenue - revenue is adjusted
for efficiencies assodated with replacement of
gas mains;

+ Volurne adjusiments ~ notwithstanding the price
control, revenue is to an extent dependent on
composite volurne of gas transported; and

+ Correction factor ('K') - over or under-recoveries of
permitied revenues are subseguently adjusted for,

This rnethodology has rernained largely unchanged
since the privatisation of the UK gas industry in 1986.
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This section provides a description of the Seed Assets.

6.1 Overview
The Seed Assets of CIF will comprise:

Figure 6.1
Overview of Seed Assets

- Led by CKI (40%);___
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An overview of the portfolio is as follows:

Figure 6.2

Regulated gas distribution business located

" in the North of Engtand that tfanspom gas,
c‘m behalf of sh;ppers ' :

. _3--Respons1bte f{)r OWHING, mamtammg anfi
' '.__'_'e:xiendmg the network of pipes and assoczated
infrastructure reqwred Lo dssinbule gas wrthm o
ts geographic area - e e

Mote: Portfolio weightings based on asset valua as per mid-point of the Sead Asset valuations in tha Independent Valuation Report (see saction 12.2).



6.2 ntl Broadcast

6.2.1 Overview

ntl Broadcast has been operating in the UK since 1955
Today, ntl Broadcast is a leading owner and operator
of national broadcast transmission and wireless site
teasing infrastructure in the UK. Challenger Life
participated in a consortium led by Macguarie Bank
that acquired nil Broadcast on 31 January 2005,

ntl Broadcast comprises three primary operating
divisions: Media Solutions, Wireless Solutions and
Public Safety

As part of the acguisition, the Consortium also acguired
ntl, Inc.’s interests in digital joint ventures, which
facifitate ntl Broadcast's participation in the development
of the digital media landscape in the UK. These
iwestments comprise a 36.7 % shareholding in Digital
One (digital radio Multiplex owner) and a 75.0% interest
in Planet Rock {leading rock digital radio station).

Figure 8.3
Overview of ntl Broadcast group structure

6.2.2 nil Broadcast consortium

Challenger Life participated in a consortium of

eight investors in the acquisition of ntl Broadcast.

The consortium was led by Macquarie Communications
Infrastructure Group which took a stake of 54%.

Other consortiurn members include Macquarie Bank
and ndustry Funds Management {Nominees) Limited,
Challenger Life’s intetest in nt! Broadcast is £6.3%.

The acquisition price of £1.27 billicn, which excludes
transaction costs, was funded by £545 million of equity
and £725 miflion of debt representing a gearing level
of 57%.
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6.2.3 ntl Broadcast business overview

ntl Broadcast’s operating divisions are summarised
in figure 6.3

As shown in figure 6.4, Media Solutions is the largest
division of nil Broadcast by revenue contribution and
is expected to contribute 57% of revenues in the
2006 financial yvear. Al but 4% of the remaining
revenudes are expected to be shared almost egually
between Pubilic Safety and Wireless Solations.

Figure 6.4
nti Broadcast revenue breakdown (FY2006F)

Other 4%

Public safety 19%

Media soiutions 57%

Wireless solutions 20%

Media Solutions

The Media Solutions division provides services for TV
antd radio broadcasters {analogue and digital), including
distribution transmission and digital Multiplexing, as
well a3 a range of satellite services for DTH and cable
channel broadcasters.

Anafogue terrestrial tefevision

n providing analogue TV transmission services,

ntl Broadcast utilises over 1,300 towers strategically
nositioned across the UK to provide coverage of 98.5%
of the country's population.

nt! Broadcast provides broadcast transemission services
for the major analogue TV broadcasters, including 1TV,
Channel 4 and Five. Contracts with ITV and Channel 4
are regulated by Ofcorn. The contract with Five is
unregulated and pridng is determined under a formuda
tinked to inflation.

pIT
rtl Broadcast offers an end-to-end digital terrestrial
transmission service which includes:

+ {ransmission services, Multiplexing and tower leasing;

+ design, implementation and managerment of
complex DTT compression and Maltiplexing systems
and the network that supports them;

+ provision of distribution networks using a combination
of fibre and satellite to route signals from custorner
studios to the terrestrial transmitters; and

+ ongoing rmanagement of the DTT network. ntl
Broadcast has been providing transmission services
since 1998 and has long-term contracts extending
until 2010. Contract pricing is related o signal
popuiation coverage and is not specifically
regulated. ntl Broadcast alse receives revenue from
CCUK for the use of its towers and facilitles to
support their DTT transrission.

Anafogue radio

ntl Broadcast provides the transmission of traditional
AM and FM radio service, and offers a number of
network services and custorner distribution services.

ntl Broadcasts key radio customers include the leading
commercial broadcasters in the UK. nt! Broadcast is the
rnain transmission services provider in the analogue
cornmercial radio market, with a market share of
approximately 82%, while the BBC is primarily served
by CCUK.

Anzlogue radio transmission revenues are generally
secured under long-terrn contracts. nil Broadcast has
recently renewed a nurnber of contracts with its largest
customets. The majority of its largest customers are
now contracted untit 2012

Other

tn the digital radio rnarket, ntt Broadcast has secured
contracts representing 91% of the cornmercial market.
At a national tevel, ntt Broadcast is a founding eguity
partner {37% stake} in Digital One, the only national
commercial Multiplex licenced by the governrnent. ntt
Broadcast secured the contract to provide the national
transmission infrastructure for Digital One - covering
over 85% of the popudation from B4 sites.

ntl Broadcast also provides satellite and playout
services, it owns and operates satellite uplinking
facilities cormnprising 40 fixed satellite dishes which
are able to access over 54 satellites, thereby achieving
global coverage.

ntl Broadcast has recently agreed to acquire 100% of
inmedia Communications Group Limited {"inmedia’)
from the Carlyle Group {"Carlyle”). Inmedia is a leading
UK satellite and media services and infrastructure
business, offering broadcast content storage and
distribution via two teleports linked by satellite to

40 naticnal earth stations covering 90% of the world's
population. The teleports are used to uplink traditional
broadcast media and data traffic and Irimedia has
secured dedicated satellite capacity.



The acquisition of Inrnedia is a positive step for ntl
Broadeast and is value accretive to the whole ntl
Broadcast business. It will allow ntl Broadcast 1o gain
critical mass in satellite uplinking and playout, creating
economies of scale in terms of asset use, existing and

new cross-product customer relationships, brand equity
and supplier purchasing teverage. Cost savings will also

be realised by merging the operations of Inrmedia and
ntl Broadcast.

Wireless Solutions

ntl Broadcast operates the second largest independent
nortfolic of wireless site fowers and sites available for
lease in the UK. Revenue in this division comes from
two primary sources!

+ site feasing and project-based installation services;
and

+ design, planning and installation of customer
equipment and antennae on nil Broadcast's towers.

ntl Broadcast's seven largest customers represent over
three guarters of recurring site sharing revenues. nt

Broadcast’s ather site leasing customers include utilities,

paging companies, wireless data service providers and
taxi companies.

Site leasing contracts typically have terms of up to
ten years. While mast contracts are subject to twelve
rmonth termination cladses, custorners rarely make
use of these dauses except where they are
reconfiguring or decormissioning their netwaorks,

it is generally uneconomic for customers to move
equipment established on one site to another site.
ntl Broadeast also maintains strong relationships
with its site leasing customers and its large portfolio
of wireless towers and sites enables it to offer sites
in strategic positions.

Public Safety

ntl Broadcast is the largest provider of radio
communications rmanaged services in the UK public
safety sector, having operated in the rarket for over
40 years. it provides radio services to approximately
400 customers, including the police, fire and
ambulance services.

Public safety revenue is generated under two types
of contracts - project contracis and recurring revenue
contracts. Project revenues consist of installation
services for analogue and digital radic eguipment for
public safety organisations, catalogue sales of third
party radio products and transition grojects in relation
to digital upgrade activities.

ntl Broadcast also has a significant share of the public
safety market in the Republic of Ireland.

Digital Joint Ventures

ntl Broadcast has investrnents in two separate joint
ventures which enhance and supplement its core
broadcasting business:

+ Digital One Broadcast: 36.7% shareholding.
Digital One is a leading digital radio broadcaster
with transmission services that cover 85% of the
UK. 1t holds one of the two naticnal digital radic
Multiplex licences available in the UK. It has
contracted ntl Broadcast to provide it with
fransmission services for the remainder of its
twelve year licence; and

+ Planet Rock Broadcast: 75% shareholding.
Planet Rock is the leading digital channel
broadcasting on the Digital One licence.
nt! Broadrast provides the transmission services
for Planet Rock.

The digital joint ventures provide useful insights and
input into the development of digital radio and
television in the UK. They have low fuiure funding
requirernents and could have substantial upside if they

successTully exploit the transition 1o digital broadcasting.

Summary of ntl Broadcast’s long-term
customer contracis

ntl Broadcast’s future, especially in Media Solutions
and Wireless Solutions, has high revende visibility.
Within Media Solutions, contracts with TV and radio
custometrs are typically long-termn, with contract terms
usually rirroring the term of the underlying broadcast
hcences. Altogether, ntl Broadcast has a forward order
book of approximately $3.3 billion for the 18 month
pericd to 30 June 2006, of which the Media Solutions
business cornprises neatly 80%.

Figure 6.5

ntt Broadceast’s forward order book
{18 months to 30 June 2006)

Public safety 7%

Satellite 9%

Wireless solutions 16%

I

L

I .
I Radio 19%

Television 499%

Total = $3.3 billion
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Approxirnately 75% of the revenue forecast over the
12 rmonths to 30 June 2006 represents contracied
revende, with media sclutions comprising the majority
of contracted revenue, supported by long-tern TV,
radio and satellite custorner contracts typically between
eight to ten years. Site leasing and maintenance
contracts also support a high tevel of contracted
reverle in Wireless Solutions and Public Safety

Figure 6.6

Contracted and non-contracted revenua
{18 months to 30 June 2006}
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£.2.4 ntl Broadcast assets

nt! Broadcast has a substantial netwark of towers and
broadcasting sites in the UK with approximately 2,000
revenue generating sites. The cornerstone of ntd
Broadcast’s portfolic is the 1,300 media broadcasting
towers that it has access 1o {634 controfted by ntl
Broadcast and 666 are accessed through CCUK).

ntl Broadcast’s wireless network operates through
1,116 sites and the public safety business utilises

156 sites.

The rautual Site Sharing Agreement between ntl
Broadeast and CCUK is fundamental to the businesses
of both companies. Neither CCUK nor ntl Broadcast
have direct controt over sufficient sites to broadcast
throughout the UK. Both companies have roughly
equal gecgraphic distributions of broadcast towers
and share each other’s sites so that they can meet
their transraission obligations to customers. Under

the agreement, reciprocal payments are made between
the companies for access to each other's sites.

in addition 1o the media and wireless broadcast
towers, nit Broadeast utilises various other facilities
to provide an end to end service to its customers,
This infrastructure includes:

+ Satellite: three teleport centres and 31 satellite
dishes provide capacity for 140 channels and
19 Multiplexers;

+ Playout: Playout services utilise several studios and
post production facilities at Feltham and Langley; and

s Fibre network: ntl Broadcast accesses the British
Telecom fibre network to provide its backhaal and
connecticn across towers and sites.

6.2.5 Asset operator

As part of the nt! Broadcast acquisition, the consortiurn
acquired the incumbent rmanagernent tearm.

ntl Broadcast’s senior management team is highly
experienced with established relationships with key
participants across all segments of ntl Broadcast’s
target markets.

6.2.6 Finandal performance

Figure 6.7
Overview of historical financial performance
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6.3 North DN

6.3.1 Overview

The North DN is the third largest of the eight DNs in
the UK in terms of gas throughput, The North DN
region extends south from the Scottish border to South
Yorkshire and has coastiines on both the east and west
sides of the region. The geographical area contains a



mbture of large cities {(Newcastle, Leeds, Middleshrough,

Bradford) and rural areas {including Morth Yorkshire and
Curnbria). North DN is responsible for owning and
rnaintaining the current gas distribution network
{approximately 36,060 k) and extending the network
of pipes and associated infrastructure required to
distribute gas within its geographic area.

6.3.2 North DN consortium

On 31 August 2004, a consortiurm led by CKI entered
into an agreement with NGT o acquire 100% of the
Morth DN through Northern Gas Networks Holdings
Ltd, a UK registered company. CKE acquired an initial
holding of approximately 70% in Northern Gas
hetworks Holdings Lid, but has subsequently reduced
its interest to 40%.

On 15 Navernber 2004, Challenger Life announced
it had entered into an agreement with CKIl to buy &

Figure 6.8
The North DN coverage area

5.8% equity interest iy Northern Gas Network Holdings
Ltd. The acquisition of North DN by the consortiurn
was cormpleted on 1 June 2005. Consortiurn members
include YUnited Utilities pic and Hong Kong Electric
Holdings Ltd.

United Utilities pic holds a 15% interest in Northern
Gas Network Holdings Limited,

The acquisition price of £1.39 billicn, which excludes
transaction costs, was funded by £526 million of equity
and £868 million of debt representing a gearing level
of 62%.

6.3.3 North DN business overview

The North DN has two head office locations, one in
teeds and one in Sundertand. The total headcount

of approximately 1,100 full time equivalent employees
is divided between these two locations and a number
of operational sites.
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Customaer profile

As at 31 Decernber 2004, based on unaudited
numbers, appraximately 68% of the North DN'S usage
is accounted for by small users. The balance of the

usage relates to large {(28%) and very large {4%) users.

Historic demand

Growth in gas dernand in the North DN bebween
1952 and 2002 was 34%, 7% more than the growth
experienced in Britain as a whole. This can be broken
down as follows:

* domestic sector - 25% growth in dermand {hational
growth rate was 21%);

+ smalt non-domestic sector - 8% growth in demand
(national growih rate was 9%, and

+ larger non-domestic sector - 52% growth in
demand {naticnal rate was 359%). Growih in the
period was promated by developments in industrial
sector dernand and considerable inward investment
in the regional economy in recent years,

Forecast demand

Gas dernand in 2012 is forecast to increase by 17%
compared {0 total dernand in 2002 This is expected
to be driven by growth in the larger non-domestic
firm and interruptibile sectors, supported by a number
of power generation developments.

Figure 6.9

North DN forecast gas demand
{weather corrected)
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Source: Transportation Ten Year Statement 2003, NGT

6.3.4 North DN assets
The assets of the North DN include:

+ the pipsdine infrastructure required 1o transport the
gas from the NTS network to the consumers’ premises;

+ the property, warehouse and fleet utilised in the
network’s operations;

+ the contracts, intelleciual property rights, policies
and procedures and licences necessary to operate
the network; and

+ the existing netwark managernent tearn, which has
extensive experience in the gas transportation industry.

6.3.5 Asset operator

United Utilities pic is the operator of the MNorth DN

nost completion of sale. United Utilities plcis a
rermber of the FTSE 140 group of UK listed companies.
fts principal activities are operating and managing the
reguiated electricity distribution, water and wastewater
networks in north-west England. The company also
has a strong infrastructare managerment business.

6.3.6 Regulatory pricing reset

The regutatory regime administered by Ofgern exposes
the North DN to periodic {currently five years) pricing
resets. Although the current price control period is
scheduled to end on 31 March 2007, the next
regulatory reset date is likely {0 be extended to March
2008, providing a period of stability {0 new DN owners,

The key regulatory parameters set cut by Ofgern in
respect of the North DN for the cumrent regulatory
nericd are set out below:

Figure 6.10

The North DN: Regulatory pricing
determination commencing 1 April 2062

nitial regulated base? £1,032 million

Real after tax cost of capital 6.25%

Capital Expenditure

benchrnark? £65 miflion
Operating Expenditure
benchrnark? £133 muilion

2002/03: 2.9%
Subsequent years: 2.0%

X-factor to be applied
iy RPE-X formula

1 includes 50% of replacerment axpenditure.
2 Per Final Proposals, 2000 prices.

Source: Dfgam



6.3.7 Financial performance and key statistics

The North DN total revenue comprises formula and
non-formula incorme. Forrnula income is regulated
and is calculated as described in section 5.3.5.

Whiist the North DN is essentially a regulated business,
there are opportunities for it to generate a small
amount of additional revenue, primarily relating

te the provision of metering services.

Figure 6.11
The North DN: Profit and loss summary

Revenue 226

{net of pass through costs)

Operating costs 29

EBITDA before Repex 137

Repex B3

EBITDA after Repex 77

Figure 6.12

The North DN: Key statistics

tength of gas distribution mains 36,000 km

Catchment area {population) 6.7 milkion

Headcount (employees) 1,100

Customers - Dornesticindustrial 2.4 million/
0.05 miflion

6.4 Wales & the West DN

6.4.1 Overview

The Wales & the West DN region includes the whole
of Wales and a large part of the south-west of England
including the counties of Devon and Cornwall and the
rnajor cities of Cardiff, Bristol and Exeter.

The Wales & the West DN is respansible for owning,
raintaining and extending the network of pipes and
associated infrastructure required 1o distribute gas
within its geographic area.

6.4.2 Wales & the West consortium

On 31 August 2004, a consortiurn including Challenger
tife entered into an agreement with NGT to acquire
100% of Wales & the West DN. The consortiurn was
ted by the Macquarie European Infrastruciure Fund,
which acquired 31%, with other consortium members
including Macgquarie Global infrastructure Fund 1,
tndustry Funds Management, AMP Capital Investors

on behalf of ANMP Life, the Northwestern Mutual Life
fnsurance Company, and Canada Pension Plan
tnvestment Board.

The acquisition was completed on 1 June 2005,

Through its participation in the consortium, Challenger
tife acquired an effective 8.6% interest in Wales & the
West DN.

The acquisition price of £1.23 billicn, which excludes
transaction costs, was funded by £323 million of equity
and £904 miflion of debt representing a gearing level
of 74%.

6.4.3 Wales & the West DN business
overview

Wales & the West DN has two administrative centres,
in Bristol and Cardiff. The total headcount of
approximately 1,100 full time staff and over

500 contractors are divided between these two
tocations and a number of operational sites.

Challenger Infrastructure Fund
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Figure 6.13
Wales & the West DN coverage area
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Customer profile
The vast majority of Wales & the West DN end

customers by number are defined as domestic users.

However, due to higher demand from several large
indusirial customers, the total volurme demand of
gas is shared approximately equally between
domestic and industrial customers.

Historic demand

Growth in gas dernand in the Wales & the West DN
batween 1992 and 2002 was 34%, 7% more than the
increase i dernand experienced in Britain as a whole.
This can be broken down as follows:

* domestic sector -~ 30% growth in demand

{national growth rate was 21%;) due to a
combination of strong population growth and
regional trends towards lower household size
(fewer people per householdy,



+ small non-domestic sector - reduction in demand of Figure 6.14

1% (national growth rate was 9%;), due to changes Wales & the West forecast gas demand
in the underlying industrial demand base, {weather corrected)

+ larger non-domestic sector - 74% growth {national
growth rate was 39%; in the period was supported
by power generation and industrial developments
{particutarly in Wales); and

o0, MOTINEN  EETITI RN BB T3 M

&0

» interruptible dernand - 22% growth {naticnal
growth rate was 55%;), influenced by significant
supply type changes.

Forecast demand

By 2012, gas demand is forecast to increase by 18% 2
compared {0 total dermand in 2002, This is expected :
to be driven by:

gl
2003 A 2 2007 0SS 2NE 2000

+ higher than average rates of growth in the number
of supply points, particularly in the south-west,
which are expected to drive strong dornestic growth;

Source: Transportation Ten Year Statement 2003, NET

+ power generation demand is forecast to support
growth in the larger non-domestic firm sector; and

+ interruptible dernand growth is expected to rermain
below the naticnal rate due to large sites switching
loads from interruptible coniracts to firm contracts
as the network is better able to meet demand.
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6.4.4 Wales & the West DN assets
The assets of the Wales & the West DN inciude:

+ the pipeline infrastruciure required to transport the
gas from the NTS network 1o consummers’ prermises;

+ the property, warehouse and fleet atilised in the
network’s operations;

+ the contracts, intellectual property rights, policies
and procedures and Heences necessary to operate
the network; and

+ the existing network management tearn, which
has sigrificant knowledge of the gas transportation
industry.

6.4.5 Asset operator

Wales & the West DN will be operated by Wales & West
Utilities, The acquisition of Wales & the West DN included
the retention of the majpority of the existing nelwork
rranagement tearmn from NGT. Supplemented by several
new serior employees, Wales & West Utilities is highly
experienced in gas utilities operations and management.

6.4.6 Regulatory pricing reset

The regulatory regime administered by Ofgern exposes
the Wales & the West DN to periodic (currently five
years) pricing resets. Although the current price control
perind is scheduled to end on 31 March 2007, the next
regulatory reset date is likely o be extended o March
2008, providing a period of stability to new DN owners,

The key requlatory parameters set cut by Ofgern in
respect of the Wales & the West DN for the current
regulatory period are set out below:

Figure 6.15

The Wales & the West DN: Regulatory pricing
determination commencing 1 April 2062

nitial regulated base? £904 muilion

Real after tax cost of capital 6.25%

Capital Expenditure

benchmark®? £59 miflion
Operating Expenditure
benchmark®? £120 mullion

2002/03: 2.8%
Subsequent years: 2.0%

X-factor to be applied
i RPEX formula

1 includes 505 of replacernent axpenditurs.
2 Per Final Proposals, 2000 orices.

Source: Digam

6.4.7 Financdial performance and key statistics

Wales & the West DN total revenue comprises formula
and non-formula incorme. Formula income is regulated
and is as described in section 5.3.5. Whilst the Wales
& the West DN is essentially a regulated business,
there are opportunities for it fo generate a srmall
amount of additional revenue, primarily relating

te the provision of metering services.

Figure 6.16

Wales & the West DN: Profit and loss
summar

Revenue
{net of pass through costs) 204 213
Operating costs
{excluding restructaring costs) 9% 79
EBITDA before Repex 114 134
Repex 45 40
EBITDA after Repex A9 g4
Figure 6.17
Wales & the West DN: Key statistics
tength of gas distribution mains 34,000 km
Catchment area {population) 7.4 milkion
Headcount (employees)
Full time 1,100
Contractors 500
Customers - Domestic/industrial 2.3 mithon/

0.04 mitlion
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This section provides information on CIF,
indluding its structure.

7.1 Overview

CiF has been established with the airm of developing

& diversified portfolio of global infrastructure assets.

CIF may acnquire whole assets or participate in investroent
consortia cornprising leading players {strategic, financial
and operational} in the gicbal infrastructure market to
acquire controlling or minority interests.

CIF irntends to target regulated utilities, rail and related
infrastructure, airports, toll roads, communications
infrastractare and other infrastructure and infrastructure-
related assets that match CiF's investment criteria,

Supported by co-investment rights with Challenger Life
(see section 7.5), CIF intends to accurnulate a portfolio
of infrastructure investments diversified by geographic
region, sector exposure, and operator.

7.2 Fund structure

7.2.1 Overview

CIF consists of two stapled managed investment
schemes: CIF 1 and CIF 2. CHL is the Responsible Entity
for both CiF 1 and CF 2. CF will be managed by CMSL

Figure 7.1

Each Security will consist of one unit in CF 1 and one
unit in CIF 2. Units are stapled together so that one
cannot be acquired, transferred, or otherwise dealt with,
without the other.

7.2.2 Structure overview

CiF 1 will, through wholly owned sub-trusts, own 100%
of the equity of three jersey Companies. These lersey
Companies hold the Seed Assets as follows:

¢ Challenger Towers Limited holds a 6.3% interest
in ntl Broadcast;

¢« Challenger Northern Gas Lirnited holds & 5.8%
interast in North DN; and

+ Challenger Wales and the West Gas Limited holds
a B.6% interest in Wales & the \West DN.

Each of the sub-trusts will also make shareholder
loans to each of the Jersey Companies.

CiF 2 is currently dorrnant. Fuiure acquisition
opportunities may be pursued through CF 2.

A detailed structure diagram of CIF after acquisition
of the Seed Assets is shown in figure 7.1 below.

CIF corporate structure after acquisition of the Seed Assets?

Notes:

i Challengar Life, CLUL CMSL and CGES UK are all wholly-owned sehsidiaries of Challenger. For more isformation see section 7.4,

2 CiFs investrments in Chaflenger Toweers Lirnitad, Challanger Nosthern Gas Limited, and Chalenger Wales and the West Gas Limited are made
through wholly ovimed sub trusts which have funded Challenger Towers Limited, Challenger Northesn Gas Limited, and Challanger Wales and the
Wiest Gas Himited through a combination of equity and debt in the form of sharehalder foans.




7.2.3 Classes of Securities

On the Allotrnent Date, CiF will issue two classes of
Sectrities, Class A Securities and Class B Securities,
The Class A Securities will be issued to successful
Applicants under this Gffer and will comprise 50%
of the total Securities on issue. The balance of the
Securities will be Class B Securities which will be
isued to Challenger Life.

The Class A Securities and Class B Securities rank
equally in all respects, except that a greater proportion
of the Distributions paid on the Class A Securities is
expected 1o be tax deferred (refer section 10.6.3).

This cotmponent of the Distributions on Class A
Securities will not be included in the assessable income
of the Class A Holders, however, it will reduce the cost
hase of the Class A Securities for capital gains tax
nurposes. Refer to the Taxation Report in section 12.3
for further information,

The Class A Securities and the Class B Securities will
be issued at the Offer Price, on a partly-paid basts.
nstalments on each class of Securities will be
nayable in the same amount and at the sarme

time (see sections 4.4 and 4.5 for details).

As of 1 lanuary 2007, half of the Class B Securities
issued to Challenger Life will become Class A
Securities. As of 1 July 2008, both the Class &
Secutities and the remaining Class B Securities

will becorme Crdinary Stapled Securities. This is

not expected 1o give rise to a tax Hability for Holders.

7.2.4 Voluntary Escrow Agreement

Challenger Life has entered into a Violuntary Escrow
Agreement in respect of all the Class B Securities
issted to it on the Allotment Date.

Under the Voluntary Escrow Agreement, Challenger Life
rnay not dispose of, create security interests in, or do

o ornit o do any act that would have the effect of
transferring cwnership or control of the Class B Securities
before 1 January 2007

Cill and the Manager have agreed that they will be
paid their share of management fees in the form of
fully-paid Class A Secarities for any fees payabie prior
to 30 June 2008 and in the form of fully-paid Ordinary
Stapled Securities for any fees payabie for the period
ending 30 June 2008, For all subseguent fee periods,
their share of ranagerment fees will be pavable either
in cash or in the form of fully-paid Ordinary Stapled
Securities, at the discretion of the Responsible Entity.
fach of these parties have entered into a Voluntary
Escrow Agreement in respect of the Class A Securities
issued to them in feu of management fees before

1 January 2007,

The restrictions in the Voluntary Escrow Agreernents
are subject to certain exceptions {see secticn 13.5.9).

7.3 Investment opportunities

The focus of CiF's investrment strategy will be on
developing a diverse portfolio of global infrastracture
and related assets.

i is intended that CiF will make investments in
infrastructure assets with a combination of the
following key characteristics:

+ regulated industry or near monopoly business;

+ strong cash generation and attractive targeted
cash returns;

+ long-terrn predictable cashilows;

+ high barriers to entry;

+ capital growth;

+ first class management teams managing assets; and
+ potential for board representation.

CIF aims to assemble a diversified portfolic of assets.
Whilst targeted investrments will be geographically
dispersed, the Manager is currently of the view that
opportunities will continue to emerge ouiside of
Australia.

While the Seed Assets represent minority interests
held through investment consortia, CIFS medium to
tong-term strategy is to seek rmore substantial
interests in infrastructure and related assets, including
controlling interests and whole assets, with a view

to actively managing those asseis.

Challenger Infrastructure Fund
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The Manager has strategically aligned itself with
teading infrastructure players {strategic, financiat and
operational} and continues to access a growing pipeline
of investrnent opportunities. s multi-disciplinary team
of investrnent professionals in Australia and the UK are
dedicated to buiiding a global network in origination,
execution and management of suitable infrastructure
investments inciuding on behalf of both Challenger Life
and CiF.

7.3.1 Investment analysis and due diligence
on underlying assets

CIF wall initialty review each opportunity identified to
see whether it is consistent with CIFS investrent
objectives and strategy. I the investment opporiunity
is appraved for consideration, CIF will apply the
following rigorous evaluation process:

+ extensive asset and market due diligence,
s assed valuation;

+ legal, tax and accounting analysis;

* sensitivity analysis;

« (IF investrnent commiitee approval; and

+ Board approval,

7.3.2 Ongoing asset management

The Manager will manage CIF and its investments with
the objective of maximising returns to Holders. CiFs
present strategy is to buy and hold infrastructure and
related assets, to grow CIF in size over the medium

to long-term, and to divest certain assets where CIF
believes it appropriate, as part of ongoing pottfolic
management.

tn addition, the Responsible Entity may separately engage
the Manager or other advisors ta provide advisory
services in connection with the identification and
acouisition of new assets {see sections 2.8 and 8.3.2},

7.3.3 Opportunities under review

The Manager is currently reviewing several
opportunities on behalf of both Challenger Life and
CIF. These opportunities include, but are not limited to,
water utdities and gas transportation assets in the UK,
airport and related assets in Western Edrope and rail
and road opportunities in Australia. Whilst investments
rmade will ultimately be a function of the transaction
pipeline and the bidding process, the Manager is
confident that it has identified a robust pipeline of
opportunities that may crystallise into investments

for CIF




try addition, Challenger Life has recently committed
£100 rmillion to MEIF. The Manager expects that this
alignment of interests between Challenger Life and
MEIF will promote suitable co-investrnent opportunities
for CIF to invest alongside MEIF and Challenger Life

inn Europe. MEIF currently has several investrnents
including interests in rail, gas distribution, water,
renewabie energy and an airport.

7.4 Relationship with Challenger

The Manager, the UK Manager and the Responsitle
Entity are all members of the Challenger Graup.
Accordingly, Holders wall benefit frorn the extensive
experience and expertise of the Chaltenger Group.

Chalienger is cne of Australia’s largest asset managers,
with over $29 billicn of assets and loans under
rmanagement and administration as at 31 March 2005,

Challenger’s business divisions cormprise;

+ Challenger Life: Challenger Life is a leading
provider of annuities in the Australian rmarket.
Challenger Life's access to CMSLUs highly experienced
and malti-disciplinary investment tearn allows it to
invest in a diversified portfolic of assets induding
property, fixed income, mezzanine debt, listed and
private equity and infrastructure;

+ Challenger Wholesale Finance: Provides
wholesale finance capability for prire residential,
ron-conforrming residential and commercial
property. Loans are ofiginated through a network
of more than 600 preferred lenders, financial
planning organisations and rnortgage brokers.
Challenger Wholesale Finance acis as a morigage
originator and manager of ioan assets for Interstar
Wholesale Finance and the Howard Mortgage
Trust’s secunitisations; and

+ Challenger Wealth Management: Manufactures
and administers investment products for both
institutionat and retail dients and facilitates
the provision of quality advice to individuals.
Challenger Wealth Management derives revenue
frorn asset management, funds administration
and financial planning.

7.5 Co-investment rights with
Challenger Life

Challenger Life and CIF have entered into a
Co-investrnent Agreement to govern fulure
investrment activities by them. Under this agreement,
if Chaltenger Life proposes to invest in any entity or
asset that fits within CIFs investrment mandate, unless
it is prohibited under the terms of the investment or
applicable law, Challenger Life must offer CIF the
opportunity to co-invest at least 30% of the total
co-investment opportunity available to Challenger Life
and CIF. However, CIF is not cbliged 1o invest in any
such cpportunity (see section 13.5.4).

The Co-investrnent Agreement also includes a
pre-emptive right for Challenger Life on a change
of control of CIF or removal of CLIL as Responsible
Entity of CiF

7.6 Distribution policy

CIF intends to distribute to Holders all Distributable

fncome for each financial year. Distributions will be

rade twice yearly, for the six rnonth periods ending
31 December and 30 June each year,

The intention of the Responsible Entity is to pay regular
and relatively even Distributions. However, recognising
that the North DN and the Wales & the West DN are
anticipated to only make annual distribution payments
to their respective lersey Company, investors should

be aware that the Distribution paid for the six month
pericd ending 31 Decernber may be less than the
Distribution paid for the six month period ending

30 hune.

CIF will pay Distributions to Holders within 90 days
of the end of each six month period.

The first Distribution following the Offer is expected
te be paid on 15 February 2006, for the period from
the Allotment Date to 31 December 2005

A DRP has been established. It is currently intended
that the DRP will be operational for Distributions
nayable for the half-yvear ended 30 june 2006,
However, the Responsible Entily reserves the right to
suspend the commencement of the DRP in its absolute
discretion. See section 13.6 for further details.
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7.7 Currency hedging

CIFs income from the Seed Assets will be received in
British pounds. These British pounds wili be exchanged
into Australian dollars befare Distributions are paid.
The value of the Australian dollar has been subject 1o
significant fluctuations against the British pound in the
past and may be subject to significant fluctuations in
the future,

The CIF Sub Trusts have entered into a Foreign
Exchange Transaction with Challenger Life whereby the
forecast distributions frorm the Seed Assets up to and
including 371 huly 2010 will be exchangerd into
Australian dollars. The Foreign Exchange Transaction

is intended to provide a degree of certainty to Holders,
so that any unexpected rmovement in the exchange
rates between the Australian dollar and British pound
do not have a significant, unexpected impact on the
Distributions of CIF to 371 july 2810 resulting from the
ownership of the Seed Assets.

CIF's forecast financial information and cash
Distributions reflect the Foreign Exchange Transaction
chiscussed above. For the Forecast Period, British pound
cashflows will be exchanged to Australian dollars at an
annual $/British pound rate of 2.4091, being the rate
agreed between the facility providers and CIE

See section 13.5.6 for further details,

ft is the intention of the Manager {0 hedge 100%,
where possible, of CIF's foreign-denominated cashflows
three to five years forward. CiF does not specifically
intend to hedge its capital investrnent in offshore
assets. Challenger Life as well as aother related parties
and rnarket participants may be used as hedge
counterparties. CIF's currency hedging policy will be
reviewed periodically by the Board for cost
effectiveness.

7.8 Borrowing

CIF may use external debt to fund new Acguisitions
from time to time. CIF has entered into a Working
Capital Facility with Challenger Life. See section 1355
for further information.



e

-

e
%x(.{r?
SRS




Challenger Infrastructure Fund

[ ¥x]
b

This section provides information on the
management of CIF

8.1 Responsible Entity

The Responsible Entity of CIF is CLEL. CUL is also the
Responsible Entity for the Challenger Wine Teust,
which is listed on ASX

The key roles to be undertaken by the Responsible
Entity in relation to CIF include:

+ financial rnanagement and administration;
*  QOVErnance;

+ irwestment evaluation and irnplementation
with the benefit of advice from the Manager;

+  ASXlisting management and all stock exchange
compliance; and

s inwestor refations.

A surnmary of the CIF investrment process is shown
in figure 8.1

Figure 8.1
CIF investment process

8.2 Management

CIF will be managed by CMSL, a wholly owned
subsidiary of Challenger. CMSL has an Australian
Financial Services Licence and currently manages
Chalienger Life's portfolio of fixed interest and
infrastructure assets. CMSL rnay also separately
provide identification and advisory services

{see sections 2.6, 2.7, 28 and 13.5.3)

CIMSL comprises an experienced multi-disciplinary team
of investrnent professionals {see section 9.2). These skilis
combine asset origination, due diligence, negotiation,
execution, financial stracturing and strong operational
knowledge for ongoing infrastructure investment
management.

Iry addition, CGS UK will act as manager of the Jersey
Companies. its responsibilities will include supervising
the day to day administration of the Jersey Companies,
maintaining finandal accounts on their behalf and acting
as agent of the lersey Companies in paying their debts
and generally fulfilling their obligations.




8.3 Fees and costs

8.3.1 GF management fees and expenses

The fee structure for managernent of CiF is designed to align the interests of the relevant manager with those
of Holders, The fee structure includes a Base Fee, Performance Fee and CGS UK fee as shown in figure 8.2,

Figure 8.2

Fees and costs

The Manager and the Responsible Entity have
. agreed that they will be paid their share of -
- Performance Fees in the form of Tully-paid Class -
A Securities for any fees payable prior 1o 30 June '
© 2008 andd in the form of fully-paid Ordinary - N
- Slapled Securities Tor any fees payable for the -
" period ending 30 June 2008, For all subsequent
- -fee periods, thelr share of Performance Fees will -
~ ‘be payable either i cash or in the form of fully- -
" paid Ordinary Stapled Secuntaes at the diSCi‘E"ltOh .

~of the Responsible. Entiiy ' : :

erformance Fee! 6o
This fee s also - _outperformance crI
charged in retaitor‘s the benchmark .
to the management S&P/ASX 200 Industrial
services and is - Accumulation Index as
designed to provide “at the end of each hall-
alignment of the " year period {exciusive of -
interests of Holders - GST and, samziar foretgr\ =
and the relevant - aaxes). x L
manager '

"'-....Ta the extent CEF
~underperforms the - : T e
. benchmark inany - The first Performance Fee is due o more than L

- period, no Performance 1 .15 business days after 30 June 2006 for the - .
- Fee is payable for that - R . period Trom Allgtment Date to 30 June 2006,
- period andg the value of - All subsequent Performarce Fee payments are -
*the deficit is carried - -due within 15 business days of each halbyear .~
forward into future - - end. The Manager and the Responsible Entity - .-
:_"-;pericads and must be - - have agreed 1o defer receipt of any Class A '
- made up before any .- - Securities until after the Second Instalment - .
- Performance Fee © 7w U Payment Date o that the Securities issued 10 -

T becomes payable. A them will be credited as fully-paid? .

1 ChSEs fee will be reduced by the amount of the feas pasd to C45 U8

2 The Manager and the Respoasible Entity will, as an additional fee, receive Cash compansation froem CIF for any Distributions which they would have
racetved had they been issued the number of partly paid Class A Securities on the original payment date caltulated by dividing their fee entitament
by the prevailing market price of Class & Secutities on that date
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Expense and services COCH s liable for alt proper expenses incurred in - The Responsible . Payable out of -
fees: Reimbursement of - relation 1o its operation. If such experses are .- Entity, the UGS assets in
certain expenses and fees. 3._'--_paid by the Responsible Entity, the Manager or.__"-:.._ Manager, and '.__'__"'_c_ash, asand -
OERUIE RV . the UK Marnager they can be recovered out of » " the UK . .7~ when incurred.
" the total assets of CIE These include expenses.. ~‘Manager, as . .0~ = "]
Cincurred in acguiring, valuing, holding or - . . applicable.
* " disposing of investments, issuing Securities, "
. establishing and maintaining registers and -
- arcounting records, remunerating directors to -
" the extent that such remuneration is atiributable -
[ to the management and administration of CIF) -
- and remunerating and insuring the Compliance ©
- Committee members. There is no imit in the

CEFCOﬂgtﬁUan of theﬁ@ prﬂnsegfj ...... ....... I,

1 this i< the amount 1o which the CGS UK fee & reduced under the Fee Sharing Agreement {sea section 13.5.3) CMSLE fee will be reduced by the
amount of the fee paid to £G5 UK, see section 13.5.3 for further details.

2 ¥or example, # the Respansible Entity incurred expenses of $1,000 in relation to the oparation of CiF, the Responsible Entity may recaver $1,000
frarm the total assets of CIF

Base Fees and Performance Fees will only be paid in Securities to the Manager and Responsible Entity if

they can rely on a relevant exemption to the takeovers provisions for the acguisition (e.g. the 3% creep exemption).
The Securities will be subject to a Voluntary Escrow Agreement. See sections 7.2.4 and 13.5.9 for more detail
on the escrow arrangerments.

Where Base Fees or Perforrnance Fees are received in the form of Securities, the issue price of those Securities wilk

be the arithrnetic average of the daily volume weighted average price for a Security based on all sales on ASX for

the pericd of ten business days ending three business days before the date of issue, and if that market value is based
on partly-paid Securities, plus 100% of the uncalied amount (see section 13.3.3 for further details on rmarket value).
For the Class A Securities whose issue has been deferred until after the Second Instalment Payment Date, the issue
price will be determined as if the issue had not been deferred.

The Constitutions permit the issue of Securities o the Responsible Entity and the Manager in lied of management fees.
8.3.2 Other fees and expenses

Figure 8.3
Fees and costs

1 for example, depending upon the scope of the advisory services, # there & 8 wansaction having & walue of $100 million and the advisor fee
is between 1% and 5% of transaction value, the amount of the fee payable 1o the advisor would be betwaen $1 milion and $% miflion.



8.4 Calculation of management fees

8.4.1 Details of how Base Fee and
Performance Fee are calculated

Base Fee

A Base Fee (exclusive of GST) equal to 1.00% per annum
of the Adiusted Equity Value of CIF is payable, where:

+ Adjusted Equily Value = Equity Value less
Uncommitted Cash

+ Equity Value = the arithrmetic average of the daily
voiurne weighted average price of Class A Securities
{Ordinary Stapled Securities from 1 July 2008) on
ASX over the Valuation Period multiplied by the total
number of Securities {including Class B Securities
before 1 Jjuly 2008) ouistanding at the end of the
Waluation Period

* Uncommitted Cash = cash held by Cif at the end
of the pericd which is not reguired by the
Responsible Entity to pay the pending Bistribution
or to fund a proposed acquisition for which a
contract has been entered or which has been
announced to the market

+ Valuation Period = the first ten business days for
which the Class A Securities (Grdinary Stapled
Securities frorn 1 july 2008) are quoted on an
‘ex’ basis for the Distribution whose record date is
closest to the end of the fee period. The Responsible
Entity can elect that the Valuation Period be the last
10 business days of the fee period.

Figure 8.4
Performance Fee definitions

Equity Valse |

Performance Fee

A Perforrmance Fee is payable in situations where
the total return on CF exceeds the return on the
Benchrnark index.

The value of the Performance Fee {excluding GST)
is equal to:

* 20% x{CIF Return - Benchrnark Return)
whete;

+ CIF Return = Opening Equity Value x ({Current
Securities Value/Prior Securities Value) - 1% and

+ Benchmark Return = Opening Equity Value x
{Current Benchmark Value/Prior Benchmark
Yalue) - 13

See Tigure 8.4 for definitions used in the calculation
of the Performance Fee.

The CIF Index is a value reflecting, in a manper
consistent with the Benchmark Index, the accurnulated
total return received by CIF Holders, inciuding
Distribttions, since Hsting and will be calculated for the
Manager by an appropriately qualified external party.

i the CIF return is less than the Benchmark Return

iy any periad, no Performance Fee is payable for that
period and the value of the deficit is carried forward
into future periods and must be made up before any
Performance Fee becormes payable,

... The atithmetic average of the daily volurme weighted average price of Class A
" Securities {Ordinary Stapled Securities from 1 july 2008 on ASX over the Valuation

-~ Period multiplied by the total number of Securities {including Class B Securities before
- 1 July 2008) outstanding at the end of the Valuation Pericd

Opening Equity Value . The Eguity Value for the previous fee period. For the fee period from Alictrnent Date

T T to 30 June 2006, the Opening Equity Value is the First Instalment amount multiplied
'_ : by the total number of Securities (induding Class A Securities and Class B Securities)
. issued on the Allotment Date

Current _Se_cgrijt_ies_yai__u_e._"'- The average closing value of the CIF Index for the Valuation Period

The average closing value of the CIF Index for the Valuation Period for the previous

Prior Securities Value "

alue . The average closing value of the Benchrark index for the Valuation Pericd

Prior Benchmark Value The average closing value of the Benchrnark index for the Valuation Period for the
R o T . previous {op p@riod

1 for the Performance Fee calculation for the fee period from Allotment Date 10 30 June 2006, the Prior Secarities Value and the Prior Sencherark
watue wilt be based on the Offer Price and average Benchmark Index closing vatue for the ten business days prior to tha Allotmant Date.

Challenger Infrastructure Fund

N
~]



Challenger Infrastructure Fund

]
o

8.4.2 Examples of how the Base Fee
is calculated

The tables below set oul hypothetical examples
showing how the Base Fee will be calculated. The
hypothetical examples are not intended to show the
actual Base Fee likely to be payable. The following
exarnples use partly-paid Securities. The Base Fee will
be calculated in the sarme way on fully-paid Securities.
hote, the Base Fee calculated in the examples below
is shown exclusive of G5T.

Base Fee example 1
Base Fee period 1

(A} Equity Value 349,966,672
(B} Uncommitted Cash -
{C} Days in pericd 134
Adjusted Equity Value

= A B

= $349,566,672 - 0

= $349,966,672

Base Fee

= $349,566,672 x ({/365) x .01

= $349,566,672 x (134/365) x .01

= $1,284 809

A Base Fee of $1,284,808 is payable Tor the period.

Base Fee example 2
Base Fee period 2

(A} Equity Value 341,217,505
(B} Uncommitted Cash 20,060,000
{C} Days in pericd 181
Adjusted Equity Value

= A B

= $341,217,505 - $20,000,000
=$321,217,505

8.4.3 Examples of how the Performance Fee
is calculated

The tables below set oul hypathetical examples
showing how the Performance Fee will be calculated,
The hypothetical examples are not intended to show
the aciual Performance Fee likely to be payable.

The following examples use partly-paid Securities.
The Performance Fee will be calculated in the same
way on fully-paid Securities, The Perforrmance Fee
calculated in the examples below is shown exclusive
of GST.

Performance Fee example 1
Performance Fee period 1

(A} Opening Equity Value 314,970,005

(B} Current Securities Value 2.00

(T3 Prior Securities Value 1.80

(X} Current Benchmark Value 41,500

(Y} Prior Benchraark Value 35,000

CIF Return for the period:

= A X (BC) - 1}

= $314,570,005 x ({2.00/1.80)-1.00)
= $34,996,667

Benchrnark Return for the period:

= A () - 1)

= $314,970,005 x ({41 ,500/35,000)-1.00
= $20,190,385

Performance Fee for the period:
= 20% x ($34,996,667 ~ $20,190,385)
= $2,961,256

Base Fee

= $321,217,505 »x (C/365) x 0.01

=$321,217,505 x (181/365} x 0.01

= $1,592,887

A Base Fee of $1,592.887 is payable Tor the period.

Base Fee example 3
Base Fee period 3

(A} Equity Value 367,465,006
(B} Uncommitted Cash -
{C} Days in pericd 184
Adjusted Equity Value

= A B

= $367,465,006 - O

= $367,465,006

Base Fee

= $367,465,006 x (C/365) x 0.0

= $367,465,006 x (184/365) x .01

= $1,852,426

A Base Fee of $1,852,426 is payable Tor the period.

Beficit carried forward 1o the next period:

As the CIF Return for the period is greater than the
Benchrnark Return for the period, a Performance Fee
of $2,561,256 is payable for the pericd.



Performance Fee example 2
Performance Fee period 2

Performance Fee example 3

Performance Fee period 3

(A} Opening Equity Value 349,966,672 (A} Opening Equity Value 341,217,505
{B} Current Securities Value .95 (B} Current Securities Value 2.6
{C) Prior Securnities Value 2.00 {C) Prior Secanities Value 1.95
(X} Carrent Benchmark Value 43,500 (X} Carrent Benchmark Value 42,500
{Y} Prior Benchraark Value 41,560 (Y} Prior Benchraark Value 43,500
CIF Return for the period: (D} Deficit carried forward from

=A% ((B/C) ~ 1} the previous period $25,615,031
= $;§3f96?}56772 x ((1.95/2.00)-1.00) CIF Return for the period:

= -38,749, = A X (BIC) = 1)

Benchmark Return for the period: = %341,217,505 » ((2.10/1.95)-1.00)

= A X (XYY~ 1} = $26,247.500

= ifgggziﬁégiz X ((43,500/41,500)-1.00; Benchrnark Return for the period:

= eiat = A X (VY - 1)

Performance Fee for the period: = 341,217,505 x (42 500/43,500%-1.00%

= 20% x (-$8,749,167 - $16,865,864} = -%7,844,081

=-%5,123,006

Beficit carried forward to the next period:
=-$8,749,167 - $16,865,864
=-%25,615,031

Performance Fee for the period:

= 20% % ($26,247,500 ~ {-$7,844,081+D})

= 20% % ($26,247,500 ~ (-$7,844,081+4%25,615,031%)
= %$1,695,310

As the CIF Return for the period is less than the
Benchmark Return for the period, no Performance Fee
is payable for the period and a deficit of $25,615,631
will be carried forward to the next period.

Beficit carried forward 1o the next period:

As the CIF Return is greater than the sum of the
Benchrmark Return for the period and the deficit carried
forward from the previous period, a Performance Fee
of $1,695,310 is payable for the period.
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This section provides a summary of the Board
and Management of CIE.

9.1 Directors of Challenger Listed
Investments Ltd

9.1.1 Non-executive Directors

+ Stephen Gerlach ~ Chairman: Mr Gerlach is a
company director and corporate advisor, holding
positions on the boards of several public companies
including Santos Limited {Chairman), Futuris
Corporation Limited (Chairman}, Riverland Water
Group {Chairman), Elders Rural Bank Limited, and
Elders Australia Limited {Chairman). Mr Gerlach is
also a former Chairman of Eguatorial Mining Limited
and Penrice Soda Products Limited and a former
director of Southcorp Limited and Brunner Mond
Holdings Limited (UK}

+ Russell Hooper: Mr Hooper is a director of
Challenger Financial Services Group Limited, including
Challenger Life, and was previously a director and
Chairman of the audit committee for Commonwealth
Insurance Limited, a subsidiary of the Commaonwealth
Bank. Mr Hooper was also Chief General Manager,
Funds Managerment, at 5t.George Bank Himited and
held various positions within Advance Bank Limited
and St.George Bank Limited, where he was
responsible for investrment funds, superannuation,
life insurance and ASX-listed property trusts.

* Peter Polson: Mr Polson is currently Chairman
of Challenger Financial Services Group Limited
and Challenger Life. Previously My Polson held
the position of Group Executive, Investment and
Insurance Services, at Commonwealth Bank whete
he was responsibie for all investment and insurance
services for the group, incuding the funds
managernent, master funds, superannuation,
insurance and third party support services for brokers,
agents and financial advisors. Mr Polson is also a
non-executive director of AWB Lirnited, AWS
International Lirnited and Professional Indemnity
Insurance Company of Australia Limited,

+ David Hall: My Hall is currently the Managing
Director of Roche Group Ply Limited. Mr Hall is
on the board of several public companies, induding
Brickworks Investrnent Co. Limited and Pacific
Strategic Investments Lirnited.

lan Martens: Mr Martens is a consultant with BDC
Chartered Accountants. Mr Martens' advisory work
inciuded the Petaluma Group prior to its takeover

by Lion Nathan and as a director to several wine
companies and vineyard owners and operators

both in Australia and overseas. Mr Martens is also
Chairman of RAA Insurance Ltd and a Board member
of the Royal Automobile Assodation of SA Inc.

9.1.2 Executive Directors
« Robert Woods: Mr Woods is Chief Executive,

Challenger Life at Challenger Financial Services Group
Limnited. His responsibilities indude the managernent
of the Divect Property, Infrastructure and Alternative
Asset Management businesses within Challenger Life.
Prict to joining Challenger, Mr Woods was a founder
of Zurich Capital Markels Asia, where he was
responsibie for ther alternative asset business.

Prict to this, Mr Woods spent eleven years with
Bankers Trust in investment banking.

+ Tim Foster: M Foster is the Chief Financial Officer

of Challenger Financial Services Group Lirmited and
its subsidiaries. Mr Foster's responsibilities incude
leading the Finance, Legal and Corngliance Division
within the Challenger Group. He is also a member
of the Comgpliance Committees for three other
responsibie entities of managed investment schemes
within the Challenger Group. Prior to joining
Challenger, Mr Foster was Chief Financial Officer

of Colonial First State kwestments Lirnited.

9.2 Senior management

* Steven Bickertor: Mr Bickerton has recently joined

Challenger as Managing Director of CIF and Head
of infrastructure, Challenger Life. Before joining
Challenger, Mr Bickerton was Director of Project
Finance at Calyon Australia Limited, previously
Credit Agricole Indosuez, specialising in the
financing of targe infrastructure projecis.

Prict to that, Mr Bickerton held a variety of roles
in managing large scale infrastructure-related
projects. Mr Bickerton hoids an MBA and a
Bachelor of Building.



+ Richard Howes: Mr Howes joined Challenger
in 2003 and is the Chief Investrnent Officer of
Challenger Life with overall responsibility for
Challenger Life's investrment portfolio. Prior to
joining Challenger, Mr Howes held the title of
Managing Director in a variety of roles at each
of Zurich Capital Markets, Macguarie Bank and
Bankers Trust in financial markets. Mr Howes holds
a Bachelor of Commerce (Hons) and a Bachelor
of Economics from the University of Queensland.

+ Andrew Jones: Mr Jones joined Challenger in 2004
and is & Senior Manager in the Asset Origination
team respansible for infrastructure investment
origination and transaction managernent. Previcusty,
Mr Jones was at Zurich Capital Markets whete he
held several roles induding General Counsel focusing
on structured finance fransactions, mergers and
acquisitions. Prior to that, Mr lones was with Qantas
specialising in aircraft financing and acquisitions.

Mr Jones has also worked at the international law
firmn Baker & McKenzie and was admitted to the
Supreme Court of NSW in 1993 after obtaining

a Bachelor of Cornmerce and Laws (Hons).

+ Gary Kalmin: Mr Kalmin joined Challenger in 2002
and is a Senior Manager in the Assel Origination
team responsible for infrastructure investrnent
origination and transaction management.

Prict to joining Challenger, My Kabmin worked in
corporate finance roles at PricewaterhouseCoopers
in Sydney and Barclays Bank in the UK. Mr Kalmin
is & member of the Institute of Chartered
Accountants of Australia and has an MBA from
the Australian Graduate School of Management.

* Rory Lonergan: Mr Lonergan joined Challenger
in 2003 and is a Senicr Manager in the Asset
Crigination team responsible for infrastructure
investrment origination, transaction managernent
and transaction structuring. Previously, Mr Lonergan
was at Zurich Capital Markets working in a
structured finance role. Prior to this, Mr Lonergan
was 3 director in the tax group at
PricewaterhouseCoopers focusing on financal
services, banking and capital markets. Mr Lonergan
is a Fellow of the Institute of Chartered Accountants
irt lreland.

+ Gavin Mullett: Mr Mullet? recently joined
Challenger as a Manager in the Asset Origination
team from Pacific Road Corporate Finance, where
he was an Associate Director working on a diverse
range of transactions, induding project financing
of resource assets in South East Asia. Prior to that,
Mr Muidlett worked with JPMorgan in Sydney and
Greenwich Natwest in the UK specialising in
infrastructure and natural resources. Mr Mullett
holds & Master’s in Business Studies and a Bacheior
of Business and Legal Studies from University
College Dubtin.

+ James Sibony: My Sibony has recently joined
Challenger as Senior Manager in the Asset
Crigination tearn based in the UK. Before joining
Chaltenger, Mr Sibony was Assistant Director of
Ernst & Young {London} specialising in providing
advice in relation o utilities infrastructue
fransactions. Prior to that, Mr Sibony was Associate
Director with UBS London focusing on corporate
advisory in the European utdities sector,

9.3 Corporate governance
committees

9.3.1 Board audit and compliance committee

The Board audit and compliance committes

{the ‘BAC Cornmittee’) is & cornmitiee of the Board.

The BAC Cormnmitiee assists the Board of the

Responsible Entity with:

+ effective management of financial and
operational risks;

+ compliance with laws and regulations;

+ accurate management and financial reporting;

+ facilitating an effective and efficient audit; and

+ maintaining high standards of business ethics.

The BAC Cornmittee must comprise at least three

directors, with the majority being Independent

Directors.

The BAC Cornmittee will appoint a chairperson wha
rrust be an independent Director and who may not
be the chairperson of the Board. The BAC Commitiee
chairperson of designate must report the BAC
Cornmittee’s findings to the Board after each BAC
Cormmitiee meeting.
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The BAC Cornmittee may seek any information
it considers necessary to fulil its responsibilities,

The BAC Committee has access to)

+ managernent 1o seek explanations and information
frorn managernent; and

+ auditors to seek explanations and information
frorn them, without management being present.

9.3.2 CIF investment committee

After conducting thorough due diligence and
negotiating cornmetrcial terms for each investment,
the relevant advisor to CIF wilt be required to present
all investrnent decisicns to the CIF investment
committee and then to the Board.

The Cif investment committee consists of various
senict executives within the Challenger Group and is
responsible for providing a risk ronitoring, reporting
and approval process for the Responsible Entity.

The CIF investiment comamittee will report to the Board
detailing any material market, liquidity and credit risk
exposures of CIF as well as any material breaches of
nolicy o limits.

9.3.3 Risk management system

The management of risks is fundamental to CiF's
operations and to building Holder value. The Board
takes an integrated approach to risk managernent.

The Responsible Entity is responsible for CIF's risk
ranagement strategy and the Manager is responsible
for implementing the Board's risk rmanagement strategy
and for developing policies and procedures o identify,
rmarnage and mitigate risks across all of CiF's operations.

The Manager has adopted Challenger's Operational
Risk Framework. Movre detad on risks of an investment
in CIF is provided in section 11.

9.3.4 Continuous disclosure policy
Introduction

CIF has adopted a policy to ensdre that it complies
with its continuous disclosure obligations ander the
Listing Rules and the Corporations Act. The framework
is as provided in the Listing Rudes and the legislation.
The formal procedures are sumrnarised in this PDS.

Basic requirement

CIF will notify ASX of any information that a
reasonable person would expect to have a material
effect on the value/price of CIF Securities. The limited
exceptions set out in the Listing Rules for information
which is confidential qualifies this disclosure obligation,
but only if all necessary conditions are satisfied.

The Responsible Entity assesses the materiality of
information on the basis of both gualitative and
guantitative criteria. Matters which do not appear
quantitatively rmaterial at first glance may be
gualitatively material if their disdosure has the
notential to adversely affect the decision that
Holders might make regarding their investments.

Reporting channels

The Responsible Entity will determine which matiers
require disclosure and whether a trading halt is
justified in any particutar situation.

Management is required to report potentially price
sensitive information to the Company Secretary and
Challenger's Head of Shareholder & Media Relations.
Management is required not to pre-jutdge reportable
situations, but to report all matters that might require
disclosure.

Speculation and rumours

Where media cormment or speculation becomes specific
or resuils in a moverment in the market for Securities,
the Responsible Entity will convene a reeting of the
Contirnuous Disclosure Cornmittee to consider the
Responsible Entity’s response. The Continuous
Bisclosure Committes, which comprises the Managing
Director, Company Secretary and Head of Shareholder
& Media Relations, will consider and provide the most
appropriate response to requests for information and
comments or speculation affecting the market.

Disclosure procedures

The following procedure will be followed for market
disclosures:

+ the Responsible Entity notifies ASX of all company
announcements; and

+ following acknowledgment of receint by ASX,
alt announcements are promptly placed on the Cif
website, emailed to the Board and to the Managing
Director and his direct reports.

Unauthorised disclosure of price sensitive material may
resubt in disciplinary action. Only certain named
individuals in senior executive positions are authorised
to speak on behalf of CF
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10.1 Introduction

This secticn contains a surnmmary of certain financial
information about CIF including:

+ sources and applications of funds;

+ oro forma forecast consolidated balance sheet;

+ forecast consolidated income statement;

» forecast consolidated cash-flow statement;

+ (IF Distribution policy;

+ expected distributions in respect of the Seed Assets;

+ general and specific assurnptions underlying the
forecast financial information;

* sensitivity analysis; and
+ significant accounting policies.

The forecast financial information set cut in this section
has been prepared by the Responsible Entity for use

iy this docurnent. The forecast financial information
should be read in conjunction with the assumptions
underlying its preparation, as set out in section 19.9,
the sensitivity analysis as set out in section 10.10, the
risk factors set cut in section 11 and other information
contained in this PDS. The Responsibie Entity believes
it has made reasonable enguiries in preparing this
forecast financial inforrmation and considers the
assumptions 1o be reasonable. However, the forecast
financial inforrmation may vary from actual results and
any variation may be materially positive or negative
because the assumptlions, and therefore the forecast
financial information, are by thek very nature subject
to uncertainties and contingencies, many of which

will be outside the control of the Responsible Entity.
fnvestors are cautioned not to place undue reliance

on the forecast finandal information.

The Seed Assets are controlled by the board of each
consortium established to acquire the Seed Assets.
CIF wilt hold a minority interest in each of the Seed
Assets and will have lirited representation on the
hoards of each of the consortia. This information

15 setout insections 2.3, band 1351, As a
consequence, the Responsible Entity will not have
management or board controf over the Seed Assets
and will have limited ability to influence the activities
o decisions of the relevant consortium rmanagers.
The Responsible Entitys specific rights in connection
with its ownership interests in the Seed Assels are
set out in the relevant Consortiurn/Shareholder

Agreements, the material terms of which are
summarised in section 13.5.1.

try preparing the forecast financial information, the
Responsibie Entity has made appropriate enquiries of
the consortia managers and cperational managernent
of the Seed Assets. However, there may be information
relevant to the forecast financial inforrmation that has
not been disdosed to the Responsible Entily.

The Directors have appointed Ernst & Young
Transaction Advisory Services Limited as the
independent accountant to prepare a report in refation
to the compiation of the forecast financial information
of CIF {see section 12.1).

10.1.1 Basis of preparation

The pro forma financial information has been prepared
in accordance with Agstralian Accounting Standards,
which include Australian equivalents to international
Financial Reporting Standard {'AIFRS). The pro forma
financial information has not been prepared under
Historical AGAMP A discussion of the matenial
differences between Historical AGAAP and AIFRS

is included in section 10.12.

The forecast financial information has been prepared
on the basis that the acquisition of the Seed Assets
is completed on the Allotment Date.

The forecast financial information for the Forecast
Period is primarily generated from the interests in

the Seed Assets and the entitlernent to distributions
from these assets. The results and Distributions of CF
beyond the Forecast Period will depend on the timing
of the payment of the Second Instalment and the
manner in which the proceeds of the Second
Instalment are invested. As neither the timing nor the
nature of future investrnents can be forecast with a
sufficient degree of accuracy, no forecast consclidated
income statement has been prepared beyond the
Forecast Period. In section 10.7, a discussion of the
expected returns from the Seed Assets for the period
from Allotmnent Date to 30 June 2006 and the year
ending 30 kune 2007 has been provided,

CiF's consolidated net profit before tax under AIFRS may
be impacted significantly by future movernents

iy foreign exchange rates due to their impact on the
market value of the Foreign Exchange Transaction

and on unrealised foreign exchange translation gains

or losses recognised on CIFs debt investrments in

ntl Broadcast and the Wales & the West DN.



frvestors should be aware that the above tems may 10.2 Sources and applications
introduce considerable volatility into the future reported of funds

profit after tax of CIF under AIFRS and may actually
cause consolidated net profit after tax for the Forecast
Period to be significantly tess, or greater, than forecast
in section 10.4. The Directors propose o adjust AIFRS
net profit after tax for these items o determine forecast

Distributions. Therefore, it is not expected that these
itorms will affect Distributable Income. The sources and applications of funds raised under

the Offer and Challenger's subscription for Class B
Securities are outlined below in figure 10.1.

The net proceeds of the First instalment will be used by
CIF to acquire three Seed Assets from Challenger Life,
narnely equity and debt investments in ntl Broadcast
and the Wales & the West DN and the equity
nvestment in the North DN

Figure 10.1

Sources and applications of funds
Al amounts in $ million Sources
MNew investor subscription for Class A Secarities under the Offer 157.5
Chalienger Life subscription for Class B Securities’ 157.5
Total sources S U 315.0

Applications

Cash and receivables acquired 35
Acqaisition of a 5.3% interest in ntl Broadcast 1221
Acqaisition of a 5.8% interest in the MNorth DN B6.6
Acqaisition of a 8.6% interest in the Wales & the West DN 90.4
Estimated Offer costs’ 12.0
Total applications PR 3150 -

1 i respect of First Instalment only.
2 Estimated Offer expenses include legal, accounting and other professional fees (including Offer management, underwriting, printing and distribution
costs}, inclasive of GAT.
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10.3 Pro forma forecast consolidated balance sheet

The pro forma forecast consclidated balance sheet as at Allotment Date as set out in figure 10.2 has been
presented on the basis of the following assurnptions:

+ acquisition of the Seed Assets by CIF from Challenger Life is completed on the Allotment Date;
» consideration of $3.50 per Security is received, partly-paid to $1.75;
+ proceeds of the Offer are applied as outlined above in section 10.2;

CIF 1, and its subsidiaries, and CIF 2, which is dormant af the Alloiment Date, are consolidated: and

-

+ o rhaterial costs or expenses are incurred prior to Allotment Date, other than the estirmated Offer costs.

The significant accounting policies that have been adopled in the preparation of the pro forma forecast
consclidated balance sheet are cutlined in section 10.11.

Figure 10.2
Summary pro forma forecast consolidated balance sheet
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AH amounts in $ million Notes As at Allotment Date
Assets

Cash 256
Receivables 1 3163
Avallable for sale financial assets 2 299.0
Total Assets 6379
N@i ASS{??_’& R 6379
Holders” equity

Holders” funds 3 617.5
Total Holders' equity T 517.9

The pro forma forecast consolidated balance sheet should be read in conjunclion with the notes in this section
and the summary of significant accounting policies outlined in section 16,11,

Note 1 Receivables

AH amounts in $ million As at Allotment Date
Dae for Class A Securities 157.5
Gue for Class B Securities’ 157.5
Receivables acguired 1.3
ol - NGB i  EE Ll L S163 .

1 Regresents the Second instabmant.



Note 2: Available for sale financial assets

AH amounts in $ million

As at Allotment Date

Investrnent in ntl Broadcast — equity
Irvestrnent in ntt Broadcast - debt
Investrnent in North DN -~ equity

Investrnent in Wales & the West DN - equity
Investment in Wales & the West DN - debt

751
47.0
86.6
70.7
18.7

Note 3: Molders funds

AH amounts in $ million

As at Allotment Date

Ciass A Securities
Ciass B Securities

Less: estirnated offer costs

315.0
3150

10.4 Forecast consolidated income statement

Set out in figure 10.3 15 the forecast consolidated income staternent for the Forecast Period, which has been
prepared in accordance with the assamyptions outlined in section 10.9 and the accounting polides as cutlined

i section 100117,

Figure 10.3
Forecast consolidated income statement

AH amounts in $ million

Directors” forecast
for Forecast Period

Investrent revenue!

----- ritl Broadcast 10.5
----- Morth DN 1¥i
----- Wales & the West DN 7.8
20.4
Management fees {inc. GST) (2.8}
Foreign exchange realised gains’ 0.4
Foreign exchange urwealised gains® 0.1
Other operating expenses’ {05}
Profit before tax 17.6
Tax expense -
Prosiit after tax S U RTI .‘17.6

1 includes dividend income and interast on shareholder loans disoributad from the Seed Assets as Tollows: dividend incame $13.1 millian, ivtarast
inceme $7.3 million. British pound amounts have been converted 10 Australian doliars at the Torecast average exchange rate for the toracast Period

of 2.3706.
2 Gain on settlement of the Foreign Exchange Transaction.

3 includes unraalised foreige eichange gains on translation of CIFs monetary assets ($0.2 miflion), and unrealised fosses on the Forsign Exchange

fransaction ($0.7 milion).

4 nclodes admiristration expenses associated with operating CIF and the Jersey Corpanies.
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10.5 Forecast consolidated cashflow statement

Set out in figure 16.4 below is CIFs forecast consolidated cashflow statement, which has been prepared in
accordance with the assumptions outlined in section 10.9 and the accounting policies as outlined in section 1011,

Figure 10.4
Summary forecast consolidated cashflow statement

Directors’ forecasis

AH amounts in $ million for Forecast Period

Cashflow from operations’

Cash receipis from invesiments 213
Cash payments to supgliers {3.5}
Taxpaid

20.8

Cashflow from investing
Cashflow from financing

Working Capital Facility’

Distributions to Holders {10.0}
(100}
Met cashflow 10.8
Opening cash 2.6
C!osing ERGEY T 134
1 Recondiliation of profit before tax to cashflow from operations
Frofit befora tax 7.6
Tax paid
Diecraasa in recaivables 06
Add back non-cash adjustraents® 2.6
208

2 ¥or discussion on the Working Capital Facility see section 10.8.2
3 Comprised of managemant fees, whbch are to be paid in Class A Securities during the Foracast Period, and foraign exchange unrealised gains.



10.6 Forecast Distributions from CIF

10.6.1 Distribution policy
The first Distribution for the period from Allotrnent Date to 31 December 2605 is expected to be paid on 15 February
2006, Subsequent Distributions will be paid semi-annually within 90 days of 31 December and 30 june.

The intention of the Responsible Entity is to pay stable half-yearly Distributions. However, recognising that the
horth DN and Wales & the West DN make annual distributions, it is expected that the interirn Distribution in
each financial year will be less than the final Distribution.

10.6.2 Forecast Distributions

CiF's forecast Distributions in respect of the Forecast Period are are shown in figure 105 below,

The forecast Distributions set out below should be read together with the assumptions set out in section 10.9,
the accounting policies as outlined in section 10.11 and the risk factors set out in section 11.

Figure 0.5
CiF forecast Distributions in respect of the Class A Securities

Directors’ forecasts in respect
Al amounts in § of the Forecast Period

Forecast Distribution per Class A Security'*

* Taxable .04
¢ Tax deferred 010
Total Distribution per Class A Security® 0.14
Average percent tax deferred 73.0%
Annoatised cash distribution yieid‘ R 9.259% "

ncludes the final Distribotion Tor the year, which is forecast to be paid in July 2006 which is outside the Farecast Period.

2 Cash Distributions on Class A Sacurities and Class 8 Securities wili be egual.

3 Annuafised from Allctment Date to 30 Junse 2006,

4 the paymern of management Tees in scrip increases the sumber of issuad Securities. The par Secuity calculations are based on total isseed
Securities of 180 miflion Securities at 30 June 2006,

10.6.3 Tax deferral

Distributions on the Class A Securities during the Forecast Period will include a component sourced from repayments
of principal on debt securities to be issued by the lersey Companies and to be acquired by wholly owned sub-trusts
of CIF These repayments will be financed from the forecast distributions from the Seed Assets.

This component, which will be approximately 70% during the Forecast Period, of the Distributions on Class A
Securities is referred 10 as tax deferred and is not included in the assessable income of the Class A Holders,
but will reduce the Holders” CGT cost base.

The preferred rights attaching to the Class A Securities will expire on 30 kune 2008, As at 1 July 2008, Class A
Securities and Class B Securities will become Ordinary Stapled Securities and rank equally in all respecis. One
consequence of this will be that the tax deferred component of Distributions will be reduced. In addition, the exdent
to which distributions by CIF will include a tax deferred component will depend on the nature and form of future
ivestrents. No attempt has been made to forecast the tax deferred component beyond the Forecast Period as there
is no reasonable basis on which to do so.

Refer to the Taxation Report in section 12.3.
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10.7 Expected distribution in respect of the Seed Assets

Figure 10.6 shows the forecast cash distributions from the Seed Assets, the impact of the Foreign Exchange
Transaction and the drawdowns on the Working Capital Faciity from Allotment Date to 30 June 2006 and for the
twelve rnonths to 30 June 2007. The table below does not represent a forecast for CIF The return fram CIF beyond
30 June 2006 depends on the timing of the Second tnstalrment and the manner in which proceeds of the Second
nstalrent are invested. Mo attempt has been rade to forecast this as there is no reasonable basis on which to do so.

Figure 10.6
Distributions expected in respect of the Seed Assets

Allotment Date to 12 months to
Al amounts in $ million, unless otherwise stated 30 june 2006 30 June 2007
Distributions from Seed Assets™
nt! Broadeast? 168 9.3
North DN 1.2 6.0
Watles & the West DN 7.8 10.3

26.4 256

Prior period distributions from Seed Assets available for distribution - 0.8
Drawdowns on Working Capital Facitiy = 35
Less: cash operating expenses® {0.5) (0.7}
Cash available for distribution 259 29.6
Distributions from CIF? (25.1) {29.6}
Distributions from Seed Assets avallable for distribution in future periods o -
Forecast nature of Seed Asset distribution
Taxable {$ per Securityy G.04 0.05
Tax deferred ($ per Security)’ 0.1 0.1
Total Seed Asset distribution ($ per Securityy 0.14 0.16
Average % tax deferred on Class A Securities {%) 70.8 70.0
Annualised cash return on Seed Assets® 5.25% 9.25%

1 gritish pound denominated distibutions are corverted 1o Australian doflars at the foreign Exchange Transaction rate of 2 4051,

2 in respect of the above reporting periods, ntl Broadcast is forecast to pay distrinutions in December, lune and July of ach yeas, the Borth DM
is foracast 1o pay distributions in March of each year and the Wales & the Wast DN is fosecast to pay distiibutions in June of each year.

3 in addition to distibutions mcognised as revanue during the pericd from Adlotment Date to 36 fene 2006, distributions from ntl Broadoast
include cash acguired ($2.5 milion), accroed revenue acouired (30.8 méllion) and dividends in respect of the year 1o 30 June 2006 received after
30 June 2006 {32 4 milion) and realised foreign exchange gains in respect of ntl Broadcast distibutions ($0.2 million).

4 in addition to distributions recognised as revenue during the pericd from Allotment Date to 30 fune 2006, distributions from the Morth DN
include realised foreign exchangs gains of $0.1 millios.

5 ncludes $0.1 millkon forecast GST on managemant fee and interest on the Working Capital Facitity of $0.2 miflion {2007 anlyl.

& #altyearly Distributions fram CiF are 1o be paid within 90 days of the and of the sic month periods ending 31 Decamber and 30 lune with the
Distributions in respect of the periods ending 30 June expected to be paid in August. The Distribation forecast for August 2006 is $15.1 million.

¥ the payrmen of management Tees in scrip indreases the number of issued Securities. The par Security calculations are based on total isstad
Securities of 1205 million Securities at 30 June 2006, 151.5 million Seconsios at 31 Decernber 2006 and 182 .4 millon Securities & 30 kne 2007,

8 The annualised return on Seed Assets has been calcddated by dividing the total Seed Asset distrsbutions per Security by the First instalment
of $1.75 per Security. 1t does not represent an annualised forecast for CIF or on Class A Secoritios genarally as that wilt aiso depend on the tirming
of the Second Instalment and on how the Second Instalment proceeds are investad.



The purchase of ntl Broadcast by the acquiring
consortium was effective 31 January 2005,

When CIF acguires Challenger Life’s 6.3% interest

iy nt! Broadcast, it will do so with the entitlement to
all distributions paid by ntl Broadcast after the
purchase date, 31 January 2005, Consequently, CIF
will be entitled to an amount totalling $9.8 million,
representing dividends and interest on shareholder
toans unrelated to the Forecast Period.

The purchase of the North DN by the acguiring
consortiurm was effective 1 June 2005. Additionally,

the consortium changed the financial year end of the
horth DN from 31 March o 31 Decernber. Accordingly,
the North DN distribution paid to CIF in the Forecast
Period reflects the cashflow from the underlying asset
for the seven months frorm 1 June 2005 to 31 Decernber
2005 and is expected to be paid in March 2006

The purchase of Wales & the West DN by the acquiring
consortium was effective 1 june 2005, Accordingty,
the Wales & the West DN distribution paid to CIF
reflects the cashflow from the underlying asset for

the ten months from 1 June 2005 to 31 March 2006
and is expected to be paid to CIF in June 2006

10.8 Foreign Exchange Transaction
and Working Capital Facility

10.8.% Foreign Exchange Transaction

The CIF Sub Trusts have entered into the Foreign
Exchange Transaction with Challenger Life whereby
the forecast distributions from the Seed Assets will
be exchanged into Australian dollars. The Foreign
Exchange Transaction is intended 1o provide a degree
of certainty to Holders, so that any unexpected
rmovemnent in the exchange rates between the
Austrakian dollar and British pound does not have

& significant, unexpected impact on the Distributions
of CiF to 31 july 2010 resulting from the ownership
of the Seed Assets.

CIF's forecast financial information and cash
Distribution reflect the Foreign Exchange Transaction.

Key terms of the Foreign Exchange Transaction include:

+ the expected total British pound denominated
cash-flows received in each year from the Seed
Assets exchanged into stable Australian dollar
cash-flow receipts for CIF;

* 3 fixed annual exchange rate of £1.06 = $2.4091
until 31 July 2818 inclusive on a consolidated basis;

+ the transaction will be entered into and will be
effective upon acquisition of the Seed Assets until
31 july 2810 inclusive; and

+ the transaction will be documented under 2002
ISDA Master Agreements, Schedules and
Confirmations between the CIF Sub Trusts and
Challenger Life.

As well as exchanging cash-flows from the underlying
assets into Australian doflars, the Foreign Exchange
Transaction assists CIF in paying stable half-yearly
distributions, despite the fact that the timing and
frequency of distributions frorn Seed Assets differs
from the timing of Distributions to Holders. In
particular, distributions from both the North DN and
Wales & the West DN are received annually by CIFE

Should CIF receive greater British pound denominated
distributions than forecast, the additional British
nounds received wauld likely be converted to
Australian dollars at the then prevailing spot rate.
Should CIF receive fewer British pound denominated
distributions than forecast, the CiF Sub Teusts will be
required to rmake good Challenger Life Tor any costs
associated with breaking the unused portion of the
Foreign Exchange Transaction. See sections 7.7 and
13.5 .6 for further detail on the Foreign

Exchange Transacticn.

10.8.2 Working Capital Facility

fn order o provide the Responsible Entity additional
flexibility regarding the nature and timing of expected
cashflows from the Seed Assets and the payrnent of
Distributions, CIF has entered into a Working Capital
Facifity with Challenger Life. The Working Capital Facility
is designed to assist CIF in paying stable Distributions
year on year. It is not anticipated that this facility will be
atilised during the Forecast Period but is expected to be
atilised in the year ending 30 June 2007,
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Key terms of the Working Capital Facility indlude:

+ maxirnurm arnount able to be drawn under the
facility at any point in time s limited to 1% of
the Paid-Up Capital of CIF, with an absolute cap
of $7.5 million;

+ rate of interest of the Bank Bill Swap Rate plus
£1.7% per annumy;

+ maxirnum term of four years from Allotment Date,
at which point the facility must be repaid in full
unless otherwise agreed; and

+ funds drawn under the fadlity will be in
Awstralian doliars.

Ses section 13.5.5 for further detail on the
Working Capital Facility.

10.9 Preparation of forecast financial
information

The forecast financial information included in

sections 10.3, 10.4 and 14.5, the forecast Distributions
iy section 10.6 and the discussion of the expected
distributions in respect of the Seed Assels in section
10.7 has been prepared on the basis of material best
estirnate assumptions set out below,

10.9.1 General assumptions:
Acquisition of Seed Assels

Acguisition of Seed Assets will be completed
on the Allotment Date.

Economic and political environment

There wilt be no significant changes in the prevailing
economic and political environment of the rate of
economic growth in UK.

Inflation — Retail Price Index

RPI for the 12 months ended 31 December 2004 was
3.8%. The consortium leaders, who are responsible
for updating forecasts have settled on slightly different
RPI figures, primarily as a resuit of the timing of their
respective budgeting processes, CIF, for its own
purposes has not sought to reforecast on a consistent
basis as all figures are considered to be within a
reasonable range.

Legislation

There will be no change in the legislative regirmes
and regulatory envirenrnents {inclading taxation}

in the jurisdictions in which CIF or the key customers
o suppliers of the Seed Assets operate which may
raterially impact the forecast financial Information,

Acquisitions, investments and disposals

ft is assurned that there will be no acquisitions,
ivestments of disposals undertaken during the
Forecast Period that have a rnaterial impact on the
forecast financial information.

Accounting policies and standards

The pro forma financial information has been prepared
in accordance with Australian Accounting Standards,
which include Australian equivalents to international
Financial Reporting Standard {"AIFRS"). The forecast
financial information has been presented in abbreviated
form, inscfar as it does not comply with a1l the
disclosures reguired under AIFRS. It has been assumed
that there will be no rnaterial change in Accounting
Standards or other mandatory professional reporting
requirements or the Corporations Act that would
rmaterially affect the forecast finandial information
other than as set out in, or contemplated by, this PDS.

Competitive environment

There will be no sighificant change in competitive activity
in the market in which CIF or the Seed Assels operate,
Material agreements

There will be no significant amendment to any
raterial agreernent or arrangement refating to CIF or
its Seed Assets. The parties to those agreernents and
arrangements are assurned to continue to cormply with
terms of all material agreernents and arrangements.

Key personnel

Key personnel will be retained or recruited as required.

Continuity of operations

There will be no significant disruptions to the continuity
of operations of any of CIF's entities or the Seed Assets.



Insurance

Appropriate insurance arrangements are in place to
rnitigate operational risk during the Forecast Period.
Litigation and contingent liabilities

buring the Forecast Period, CF will not incur any
raterial iahility in relation to any daims against it.

ko additional raterial itigation or contingent liabilities

will arise other than as set out in this PDS.

+ (IF has entered into an agreerment to pay a Base
Fee to certain Challenger Group entities eqgual to

an annualised rate of 1.00% per annum {exclusive
of unrecouped G5T) of the Adjusted Equity Value.
The first of these managernent fee payments will
be accrued for the period from Allotment Date to
30 june 2006 and paid on the day following the
Second Instalment Payment Date, with future

10.9.2 Specific assumptions - CIF

fn addition to the assumptions relating to the Foreign
Exchange Transaction and Warking Capital Faality as
discussed above in section 10.8, specific assumptions
for CIF include:

« CIF will distribute all Distributable Income in any

financial year;

the jersey Companies will recognise distributions
frorn the Seed Assets in the form that they are
received. The Directors’ Forecast is based on the
Directors’ best estirmnate of the guantum, form
and timing of these distributions as advised by the
Seed Asset managers. However, CIF does not have
direct control over the Seed Assets. To the extent
the form of the distribution changes, recognition
in the income statement rnay change. Changes in
the form of distributions from the Seed Assets do
not necessarily impact cash available for CiF to
distribute to Holders. However, changes in the
firning of guanturn of distributions from the Seed
Assets may impact the cash available for CIF to
distribute to Holders;

the value of the Foreign Exchange Transaction wilt
be rnarked to forecast movemenis in market foreign
exchange rates and any resulling gainsflosses are
included in the income statement as CIF has elected
rot to apply the principtes of hedge accounting
contained in AASB 139 Finandal Instraments:
Recognition and Measurement during the

Forecast Period;

payrnents being half-yearly and payable within

15 business days of 31 December and 35 June of
each year. Additicnally, a Performance Fee may be
payable in certain drcurnstances {(see section 8.3).
During the Forecast Period, the management fees
will be taken in Class A Securities and as such will
have a rninimal impact on cashflow from CIE
However, the issue of additional Securities to any
Challenger Group entities will dilute the ownership
interests of the Class A Holders;

* in caledlating the management fee for the Forecast
Period, CIF has assumed that market capitalisation
will equal the value of funds raised in the First
Instalment and that there will be no change in the
value between Aliotrment Date and 30 June 2006.
The forecast finandial information does not include
recognition of a Performance Fee. Refer to section
8.3 for detalls of the terms of the Performance Fee;

« CIF will incur expenses relating to the operation
and adrministration of the Jersey Cornpanies and
CIF itself, These expenses are forecast to include
registrar fees, listing fees and general administration
expenses. These are forecast to be approvimately
$0.5 million per annurn during the Forecast Period:

+ the estimated Offer costs will be charged against
equity;

o CIF will pay no tax during the Forecast Period; and

¢ there will be no significant change in CIF's funding
of capital structure other than as set out in, ar
contemplated by, this PDS during the Forecast Period.

The assumptions specific {0 the Seed Assets disclosed
below relate to the business operations of the
undetlying assels and the distributions expected o
be received by CIF from the Seed Assets as discussed
iy section 10.7.
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10.9.3 Specific assumptions ~ ntl Broadcast
Television broadcast revenue

The majority of TV revenue is supported by long-term
anatogue and digital TV contracts including with 1TV,
Channel 4, 54C, Five, Digital 384 and SDN. Contract
pricing is generally linked to RPY, with an adjustrment
factor. Regulated analogue TV contracts have RPI-X
adjustrnent clauses which have had a negative
inflationary impact in recent years. The "X’ Factor for
these contracts will decrease in future periods based
on agreement with Ofcom and the TV broadcasters,
reducing the negative impact of the pricing clauses.
Radio broadcast revenue

The majority of radio revenue is supported by long-term
analogue and digital radio contracts. Contract pricing is
generally linked to RPE movernents. Growth in analogue

radio revenue is expected as a result of the current issue
of up to 35 new analoque licenses in the P band.

Continued network expansion by existing digital radio
and expansion of the BBC network is forecast to drive
additional growth under the site sharing agreement
with CCUK

Satellite revenue

A targe portion of Satellite services revenue is backed by
existing contracts. The forecast assurnes these contracts
are fulfilled. Mew DTH channel launches are anticipated
to drive revenue growth in satellite services revenue.
This wilt comprise additional DTH uplinking and Playout
service revenue. An additional Playout studio facility is
also expected to drive Playout revenue growth,

Wireless revenue

Mobile network operators are assurned to continue
with existing site leasing contracts and create demand
for additions, upgrades and new sites as a result of
ongoing 2G/2.5G infill requirernents and 3G network
expansion by the five rmajor mobile operators,

An increase in installation revenue and recurring

site leasing revenue is expected as a result.

Churn is forecast to allow for attrition relating to
radio networks (2.9. paging networks) which are
in the process of being decommissioned.

Bemand for infill coverage products, CityCell and
InBuilding, is also anticipated in relation to 2G and
3G networks.

Additionally, fixed wireless developrnents are anticipated
to drive extra demand for growth, including the
developrment of the UK broadband fixed wireless network,

Public safety revenue

Recurring revenudes within Public Safety are anticipated
to increase as digital transition projects carried out for
various pelice services are converted to ongoing
managed service and maintenarnce contracts. At the
same time, project revenue relating to these transaction
projects is expected to decline.

Mon-contracted project revenues are expected o
decline based on the completion of major projects
for the police, arnbulance and fire sectors.

Bemand for new, emerging applications for these
organisations has also been assumed, driving product
sales and software license revenues.

The forecast financial information does not reflect
any additional revenue from current opportunities in
relation to the procurement and development of new
digital networks for the fire and ambulance services.

Overheads

Employee costs have been forecast on the basis of
FESOUICInG requirerents, taking intc account expected
remuneration levels, adjusted for RPL

Costs of sales reflect existing costs adjusied for growth
inked to revenue assumptions. This includes additionat
staff required in the Public Safety business to support
new project revende.

Other costs also reflect the leve] of resources
considered necessary to accommodate ntl Broadcast's
future growth opportunities.

Capital expenditure

Maintenance and unaliccated central division capital
expenditure is based on historic experience
requirements based on discussions between the
consortiurn manager and operational management.



Expansion of capital expenditure is based on expectations
of capital expenditure required for new customer
revenue. This will typically only be incurred when there

is a high level of certainty of related revenues.

Media capital expenditure is expected o be driven
by the growth opportunities in radio as well as fixed
satellite services and Playout.

Capital expenditure is also anticipated in order to
acquire new sites for CityCell and InBuiiding and
support requirerments for the Asset Management
Group and wireless broadband cpportunities.

Financing assumptions

teverage

At acquisition, nt Broadcast was geared 10 57%.
The gearing level is expected to increase to reflect
the drawdown of additional debt to finance capital
expenditure and the part payment of distributions.

Forecast debt structure

Forecast seniar debt facilities of $1,409 million,

with interest calculated at a fixed margin over LIBOR.
Forecast junior debt facility of $368 million, with
interest calculated at a fixed margin over LIBOR.
Capital expenditure facility of up to $294 million,
with interest calculated at a fixed rnargin over LIBOR,
Aworking capital fadlity of up to $49 million, with
interest calculated at a fixed margin over LIBOR.
Working capital facility is repaid in fult at year end
on a revolving basis.

10.9.4 Specific assumptions - Wales & the
West DN and North DN

Regulatory Asset Value (RAV)

This represents the value for requiatory purposes
of the capital already invested in the DN.

Cost of capital {pre-tax WACQ)

Ofgem determines cost of capital on a pre-tax basis
rraking assumplions about taxation rates and debt to
equity ratios. Companies have been able to outperform
the aliowed cost of capital by efficient tax management
and by adopting higher geared financdial structures.
Ofgem approved pre-tax real rate of return WACC of
6.25% applies untd the next regulatory reset in 2008,

Formula revenue

Formula income is the recovery of the allowed revenue.
Charges are made to shippers for the delivery of gas to
supply points based on the price control set by Gfgern,
with taritfs varying for different "load bands’ or levels
of annual gas throughput. The transportation charge
methodology is governed by the GT licence and
comprtises two main elerments:

+ capacity charges - charges for a share of the
pipeline capacity based on the daily peak kWh
iransported to a supply point; and

» comrmodity charges - charges to shippers based
orn the daily volume of gas transported, an
impartant determinant of which is the weather.
Comnadity charges typically account for two
thirds of formula income.

Transportation charges are set on the basis of projecied
gas throughput, taking account of forecast changes in
underlying demand and assurning weather conditions
are seasonally normal. Variances between projecied
and actual demand are likely to cause formula income
to be over or under-recovered. This difference is billed
{or ‘collectable’} and allowed income in any given time
pericd is known as 'K’ and is taken into account when
calculating price adjustments s as to ensure that
collected income remains in line with allowed revenue.

tn the current formula, allowed incorne is 35% variable
with regard to composite volurne whereas collectable
income is approximately 65% variable reflecting the
proportion of volume based commadity charges.
Hence & positive volume variance caused by the
weather will cause collectable incorne to rise {and
conversely a negative variance to fall) faster than
allowed income, with the difference impacting 'K’
Given the current tariff structure and volume miy,
approxirnately halt of the financial effect of
unseasonally cold or warm weather will flow through
to ‘K” and will be repayable to or recoverable from
shippers in future pericds,
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Operating expenditure

This comprises the day to day costs of maintaining and
runring the DNs. This expenditure can be divided into
‘controltable costs’, such as staff costs, and payrments
to subcontractors, and 'less controliable costs’ which
constitute prescribed rates and Ofgem’s gas transport
icence fee. Controllable costs are incentivised whereas
tess controllable costs are passed through. In setting
the price control, the efficient level of costs that the DN
is projected to be able to achieve over the price control
petind is determined following submissions fram the
DM, Ofgem efficiency studies and public consultation.

Repex

This is preventative maintenance of a repair nature

on the existing network systerns. The repex sliowance
is determined by Ofgem following consuliation with
the individual DN, industry and other interested parties,
principally the Health and Safety Executive ('HSE™)

Capex

This is required to improve and extend the capabilities
of the network. Projected new capex less customer
contributions and net proceeds from asset disposals

is added to the RAV. This expenditure is then
remunerated through a deprediation aliowance

and a return on RAV.

Financing assumptions

teverage

Morth DN is forecast to hold its senior debt levels

at or slightly below 70% of RAV unti june 2007,

As RAY increases during that pericd, the senior debt
will increase {but rernain at or slightly below 70% of
RAVY. The increase in senior debt will, armnongst cther
things, partly fund capital expenditure and distributicns
to equity holders,

Wales & the West DN is forecast to increase its senior
debt from 78% of RAV in March 2005 to at or slightly
below 80% of RAV by lune 2007. The increase in
senior debt will, amongst other things, partly fund
capital expenditure and distributions {o equity holders.

10.10 Sensitivity analysis

The forecast financial information has been based

on certain economic and business assumptions about
fuiure events. A summary of the assumptions
underlying the forecast financial information is set out
iy section 10.9. Investors should be aware that where
assumptions have been made about future events,

the cutcome of such events cannot be predicted with
certainty and, as a result, deviations from the forecasts
presented are to be expected. The forecast financial
information presented above is sensitive to changes

in key assurnptions used in preparing those forecasts,
Set out below is a summary of the forecast impact

on CIF's forecast cash-flows for the Forecast Period
from possible changes 1o some of these assumptions.
The sensitivity analysis is intended o provide a guide
only and variations in actual performance could exceed
the ranges shown.

Extreme care should be taken in interpreting this
information. This analysis treats each maverment in

an assumption in isolation from possible movernents
in other assumplions, which may not be the case.
Moverments in one assurnption rmay have offsetting

or comnpounding effects on other variables, the effects
of which are not reflected in the following analysis.

tny addition, it is possible that rmore than one
assumption may move at any one point in time, giving
fise to curnulative effects, which are also not reflected
in this analysis. Typically, the Responsibie Entity would
respond to any material adverse change in conditions
by taking appropriate action to minirmise, to the extent
nossible, any adverse effect on Distributable Profit and
Distributions. The effect of any such mitigating action
has been excluded from the following analysis.



Figure 10.7
Sensitivity table

Change in distributions

Change in from Seed Assets
assumption for Forecast Period
Inflation--RPE 5Ghps (2.2%}
+50bps 2.2%
Interest rates . 50 bos 02%
+50 bps (3.2%}
Capital expenditure 5% (1.2%}
----- 5% 1.2%
Opex 1% (1.6%}
----- 1% 1.6%
Gearing 5% (2.5%}
n[i Bf'{)adcast e e e e e e
MNew projects - Public Safety Win 1 new digital 1.9%
fransition project
Revenue on new initiatives 5% 0.3%
----- 5% (3.3%)
DN T T
Unregulated revenue 5% 0.4%
----- 5% {0.49%)
Throughput {volumeiWeather {seasonality) 1% 1.0%
----- 1% (1.0%)
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10.11 Accounting policies

The pro forma forecast consclidated balance sheet
and forecast consalidated income statement have been
prepared in accordance with AIFRS,

Investments

fnvestments of CiF are classified as available for sale.
nvestrnents are initially recognised at cost, being the
fair value of the consideration given and induding
acquisition charges asscciated with the investrent.
After initial recognition, investments are measured
at fair value.

Gains or losses on available for sale investrnents are
recognised as a separate component of eguity in the
balance sheet until the investment is sold, collected
of otherwise disposed of, or until the investrnent is
determined to be impaired, at which time the
cumulative gain or loss previously reparted on the
balance sheet is included in the income staternent.

For investrnents where there is no quoted market price,
fair value is deterrnined by reference to the current
market value of ancther instrument which is
substantially the sarne or is calculated based on the
expected cash-flows of the underlying net asset base
of the investiment.

Foreign currency translation

Both the functional and presentation cuerency of CF i3
Austrabian dollars ($). Transactions in foreign currencies
are recorded in the functional currency at the forecast
exchange rates ruling at the date of the transaction.
Monetary assets denominated in foreign currencies
have been retransiated at the forecast rate of exchange
ruling at the balance sheet date and exchange
differences on rmonetaty items are recognised in the
income staternent.

hon-monetary iterns measdred at fair value in a foreign
currency are transtated using the exchange rates at the
date when the fair value was determined.

Exchange differences on avaitable for sale non-
ronetary assets are recognised in equity.

Revenue

Revenue is recognised to the extent that it is probable
that the aconormic benefits will flow to CIF and the
revende can be reliably measured. The following
specific recognition criteria must also be met before
revenue is recognised,

Interest

Revenue is recognised as the interest accrues using
the effective interest method.

Dividends

Revenue is recognised when the shareholder’s right
to receive the payment is established.

Derivative financial instruments

CIF uses derivative Tinancial instrurnents to hedge its
risks associated with foreign currency fluctuations.
Such derivative financial instruments are stated at fair
value. The fair value of derivative contracts is calculated
by reference to current market rates for contracts with
similar maturity profies.

The principles of hedge accounting as required by
AMNSE 139 Finandial Instruments: Recognition and
Measurement have not been applied in the preparation
of the forecast consolidated income staternent in
section 10.4. Accordingly, the forecast movement in
the market value of the Foreign Exchange Transaction
during the forecast period has been recognised in the
forecast consolidated incorne statement in section 10.4.

Basis of consolidation

The pro forma forecast consolidated balance sheet and
forecast consclidated incorne statement comprise the
financial position and performance of CIF 1, and its
subsidiaries, and CIF 2.

All intercompany balances and transactions, including
unrealised profits arising from intra-group transactions,
have been eliminated in full.

10.12 Comparison between AIFRS
accounting policies and Historical
AGAAP

All forecast financial information for CIF has been
prepared under AFRS as CIF wilt report under AIFRS
from its inception. AIFRS requires derivatives o be
recognised at fair value with changes included in the
income staternent when the principles of hedge
accounting are not applied. This results in the mark
to rmarket loss on the hedging arrangernents being
recognised in the income statement. Under Historical
AGAAE only the net settlernents of the derivative
would be recognised in the income statement,
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This section provides a summary of the risks
associated with an investment in CIF. Investors are
urged to read this PDS in its entirety and carefully
consider the risk factors in this section in light of
their personal circumstances. Seek professional
advice from your accountant, stockbroker, lawyer
or other licenced professional advisor before
deciding to invest.

There is no guarantee that CIF will achieve its stated
obijectives, that forecasts will be met, that Distributions
will be paid or that forward locking statements wilk
prove accurate.

fnvesting in Securities exposes Holders to a number
of rigks.

These risks can broadly be classified as:

+ general risks of investing in stock market listed
securities;

+ risks specific to an investment in CIF;

+ risks of investing in communications infrastructure,
gas distribution infrastructure, and other
infrastructure and utility asset-types, both in
the UK and globally; and

+ risks specific to the Seed Assets,

These risks may, individually or in combination,

have a rnaterial adverse effect on CIF's future financial
performance, financial position, cashflows, or
Distributions or on the price of Securities and
consequently on the cutcorne of an investrment in CIE

This secticn is not an exhaustive list of the risks
associated with an investment in CIF Many of these
risks are outside the control of the Responsible Entity
and cannot be mitigated.

11.1 General risks relating to an
investment in the stock market
and CIF

11.1.1 Stock market fluctuations

The Securities may trade on ASX at higher or lower
prices than the Offer Price, whether on a partly-paid or
fully-paid basis. The price at which the Secarities trade
on ASX may be affected by external factors such as
movermnents of changes in domestic and international
share rharkets, domestic and international interest rates,
exchange rates, dornestic and international economic
conditions, including levels of inflation, the competitive
environiment of the industries in which CIF invests or is

proposing 10 invest, general operational and business
risks, requiations, taxation, and government policies.

Iry particular, share prices are subject 1o wide
fluctuations, which in many cases may reflect a diverse
range of non-company specific influences such as global
hostilities and tensions, acts of terrorism and the general
state of the economy. Such market fluctuations may
materially adversely affect the market price of the
Securities. No assurances can be made that CIFs market
performance will not be adversely affected by any such
market fluctuations or factors. None of the Responsibile
Entity, its Directors or any other person guarantees CIFs
market performance.

11.1.2 Ltiquidity and realisation

There can be no guarantee that an active market in the
Securities will develop or that the price of the Securities
will increase. There rmay be relatively few or many
potential buyers or sellers of the Securities on ASX at
any tine. This rmay increase the volatility of the market
price of the Securities. it may also affect the prevailing
market price at which Holders are able 1o sell their
Securities. This may result in Holders receiving a rmarket
price for their Securities that is less or more than the
price that Holders pay under the Gffer,

11.1.3 Bilution

Investors may be diluted by future capital raisings

by CiF. CIF may also issue Securities to finance fuiure
acquisitions which rnay dilute the value of Holders'
interests if the business value received in the acquisition
is tess than the value given up by issuing Securities to
finance the acquisition. Future Acquisitions rhay also
dilute the tax deferred nature of Distributions.

Irvestors’ interests will also be diluted to the extent that
management fees are paid in Securities (see section 8.3).

11.1.4 Foreign currency

To the extent that CIF invests cutside Australia without
hedging exchange rate rmovements (see section 7.7 for
CiF's currency hedging policy), adverse movements in
currency exchange rates have the potential to reduce
invesiment returns and to have a material adverse effect
on CIF and is ability to make Distributions. In particular,
Cif does not specifically intend 1o hedge its capitat
investment in offshore assets.

11.1.5 Taxation

The investment structure used by CIF to invest in the
Seed Assets assumes that the income derived by the



entities comprising the investment structure will be
subject to tax based on the current tax laws,

regulations and polices of the applicable furisdictions.
ft is noted that a change in tax laws, regulations and
nolicies of the applicable jurisdictions, or a change in
the interpretation thereaf, may adversely impact the
taxation implications in relation to the underlying
investments made by CIF, CIF itself, and/or Distributions
te Holders. Investors should be aware that CIF has not,
and will not, apply for a ruling {public or private) from
the ATO or any applicable revenue authority in relation
to the taxation outcomes of the investment structure.

11.1.6 Tax deferred Distributions

i is expected that approximately 70% of the Distributions
on Class A Securities over the Forecast Period will be tax
deferred (refer to section 12.3). As of 1 luly 2008, both
Class A Securities and the rernaining Class B Securities
will become Ordinary Stapled Securities. One
consequence of this will be that the tax deferred
cornponent of Distributions will be reduced. In addition,
CIF's capacity to pay tax deferred Distributions will
depend on the nature and form of future investments.
ko atternpt has been made to forecast the tax deferred
cornponent beyond the Forecast Period as there is no
reasonable basis on which to do so.

11.1.7 Asset liquidity

CIF has committed o invest in, and may again invest
iy, assets that are not listed on a stock exchange or
for which there are only a limited nurnber of potential
purchasers. The realisable value of an asset may
therefore be less than the full value indicated by CHF'S
expectations of its future cashflows.

11.1.8 Operator

Under CIF's structure, individual invesirnents are
operated by separate managernent and CIFs
performance is partially dependent on the continued
efforts of these management tearns. Each of the Seed
Assets is dependent on cerlain key personnei, and the
toss of key personnel, or the inability to retain or
replace qualified employees, could have an adverse
effect on these businesses and the level of their
distributions, which could adversely affect the resulis
of operations and CIF's ability to generate cash and
pay Distributions. Furthermore, CIF will be dependent
on the operating rmanagerment teams of businesses

iy which it may invest in the future.

11.1.9 Concentration

While it is the intention for CIF to diversify its investments
further, CIF will initially have interests in three Seed
Assets. This degree of portfolic concentration means the
perforrmance of CIF, and its ability to make Distributions
to Holders, is heavily refiant on the performance of each
Seed Asset. To the extent that one or more of the Seed
Agsets underperforms there rmay be & material adverse
effect on CIF. Additionally, two of the three Seed Assets
are UK DNs. This leaves CIF heavily exposed to the
nerformmance of this asset class, at least until further
Acquisitions are made.

11.1.10 Asset acquisition

CIF intends to acquire additional infrastructure and
related assets which meet CIF's investment criteria.
CIF expects to face competition for acquisition
opportunities. Sorne of the competing bidders rmay
have greater financial resources of access 1o financing
on mote favourable terms than CIE This competition
rnay Hmit CIF's acquisition opportunities.

11.1.11 Political, security and civil
disturbances

The operation of the Seed Assels may be affected by
sovereign or political risk. Major disturbances such as
wars, riots, strikes, blockades, acts of terrorisim or
outhreak of assodated military or responsive action
have the potential to adversely affect the costs or
revenues of the Seed Assets, which could have a
material adverse effect on the earnings of CIF and
its ability to make Distributions,

11.1.12 Litigation

Financial perfarmance of each of CIF's investments
ray be affected from time to time by litigation such
as contractual dains, occupational health and safety
dairns, public liability claims, emnvironmental claims,
industrial disputes, tenure disputes and legal action
from spedial interest groups.

11.1.13 Limited track record of the Manager

CMSL has not previcusly managed a listed
infrastructure vehicle. As such, it does not have

& relevant operating history by which its past
petformance may be judged. CMSL's track record,

in terms of its ability to manage the Seed Asset
invesirnents and to effectively source new invesiment
opportunities, is relatively short and untesied. However,
the Responsible Entity is confident the Manager has
assermbled a team which has the ability to effectively
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rmanage CIF and its underlying investiments.

The appointment of Steven Bickerton as Managing
Director of CIF and a tearn of investment professionals
with prior infrastructure experience, is expected to
allow the Responsible Entity to fulfil its strategy of
building a track record in the infrastructure sector.

11.2 Risks relating to infrastructure
or utility industries

11.2.1 Leverage

frvestrnent consortia often use a leveraged capital
structure {i.e. with outside borrowings) to acquire
infrastructure assets. Details of the gearing levels
pertaining to the Seed Assets are set out in sections
6.2.2,6.3.2 and 6.4.2. Any investment made with a
leveraged capital structure will have increased expostre
to adverse economic factors such as a rise in interest
rates, a downtarn in the economy of a deterioration
in the condition of its investrnents. The value of any
teveraged investrnent of CIF could be significantly
reduced or even lost altogether if that investment

was unable to generate sufficient cashflow to meet
the principal and interest payments on the borrowings,
of unable to refinance assels on the maturity of the
debt, or if interest rate increases cannot be recovered
through correspending adjustrnents to the tariffs
applicable to the assets, or if CiF is unable to
appropriately hedge against adverse movements

iy interest rates.

11.2.2 Capital expenditure

A certain level of capital expenditure is required

to rnaintain infrastructure assets and meet industry
changes and technical innovations of customers and
cornpetitors. In some instances this capital expenditure
will be funded by consortia debt or from the operating
cashflow of the underlying asset. Should debt fadlities
of operating cashilows be unavailable at the time this
capital expenditure is required to be spent and/or the
capital expenditure required is greater than forecast,
then this rmay have a material adverse effect on CIF,

11.2.3 Regulatory

Changes to existing laws, or the introduction of
new laws or regulations, changes {o regulated
access pricing, or changes to regulatory policy
ray adversely affect CIFs operating businesses.

11.2.4 insurance

fach of the investment consortia carry material
darnage, business interruption and fiability insurance
to cover their assets with policy specifications and
insured lirnits customary for similar assets. However,
there rmay be losses that are outside the scope of this
insurance, or not insured to full replacerment cost, or
have large deductibles. Accordingly there is a risk that
CIF may suffer loss which is not adequately covered
by insurance policies.

11.3 Risks relating to Seed Assets

11.3.1 Risks relating to all the Seed Assets
Distributions

The guanium of the distributions received by CIF from
the Seed Assets are subject to the discretion of the
consortia boards of directors. As a minorily investor

in each of the consortia, CIF shares one board seat with
a Teliow consortium investor on each of the consortia
boards and therefore has limited ability to influence
the distribation policy of the consortia. Therefore,
there is no guarantee that distribution levels from

the Seed Assets will he maintained. Any change in
the distribution levels from the Seed Assets will affect
the ability of CIF to make Distributions to Holders,

Board seat sharing arrangement

CIF is a rinarity shareholder in the Seed Assets and
shares one board seat on each of the consortia boards
with one other consortium investor. This arrangernent
for the sharing of a board seat rnay be terminated at any
tirne by either consartium investor. Therefore, there is a
risk that CIF could lose this seat. This would reduce CiF's
ahility to influence the ranagement of the Seed Assets,

Achievability of forecasts

The forecasts are based on a number of assurmptions
for the Forecast Period. if the assumptions are not
achieved or do not occur, the forecasts may not be
achieved and this may have a material adverse effect
on CHE

Customer payment

i & custorner is unable or chooses not to meet its
financial cbiigations, cashflows frarm the Seed Assets may
be adversely impacted. CIF does not anticipate problems
with payment from custarners of the Seed Assels, having
regard to the guality of their custormer bases and the
essential nature of the services being provided.



Consortium

fach Seed Asset is held by a consortiurm, with

a number of investors. The different investrnent
objectives of the investors may result in disagreements
as to the operations, distribution profile and direction
of the underlying assels. The Responsible Entity will
not have management or board control over the

Seed Assets and will have limited ability to influence
the activities or decisions of the relevant consortium
managers.

Information provided by third parties

The financial and other information about the Seed
Assets in the PDS has been derived from information
made available by various parties during the due
diligence process conducted in relation to acquisition
of interests in those assets by Challenger Life and from
nublicly available sources. To the exient that this
infarmation may be incorrect, inaccdrate or misleading,
there is a risk that the {uture finandal performance,
cashflows and prospects of the Seed Assets may differ
{including in an adverse way) from CIF's expectations
as reflected in this PDS.

Pre-emptive rights on change of control

fn the event of a change of control of CHIL as
responsible entity of rernoval of CUL as responsible
entity of CiF, co-investors in the Seed Assets may be
able to exercise pre-emptive rights to acquire the
Seed Assets from CIF at fair value (see section 13.5.1%

11.3.2 Risks relating to nil Broadcast
Competition — broadcast transmission

The UK broadcast transmission business operates

in competitive rnarkets. Competition cornes from
alternative providers of terrestrial transmission assets
or services and site leasing services and from providers
of other transmission and cornmunication platforems
such as satellite and cable. There is a risk that changes
in the actions of existing competitors of the entrance
of new competitors, or new technologies such as
wireless broadband and TV over the internet, may
have a material adverse effect on CIF.

There is also a risk that nil Broadrast’s competitors
coutd establish new competing infrastructure or use
existing avatlable infrastruciure to compete with them.
fn this regard, ntt Broadcast's site sharing arrangements
with CCUK mean that CCUK can compete on a
national basis for ntl Broadcast custorners whether

or not CCUK has a tower located in a given location,

Reliance on key customers

A substantial portion of ntl Broadcast's revenues are
derived from & small number of custorners, The loss

of any of these customers may have a material adverse
effect on CIF.

Future investments

nitf Broadcast operates in a dynamic industry and rnay
seek 1o take advantage of further investment
opportunities as they arise. Any pursuit of such
opportunities may result in further capital raisings of debt
antor equity that may have an impact on Distributions.

Contract tender

ntl Broadcast intends to tender for custorner contracts,
Contracts for some projects are awarded after a
competitive tender process, which requires ntl
Broadeast to make an estirnate of the required costs
for the project. While ntl Broadcast is experienced in
competitive tender processes, there rmay be contracts
for which the costs are underestimated and ntl
Broadcast may earn a lower margin, zero rmargin or
neqgative margin on these contracts which may have
a material adverse effect on nt! Broadcast and the
teved of distributions that it may pay.

Digital switch over

The UK is transitioning from analogue to digital
transrission for TV services, This is expected to lead to
& compulsory switch-off of analogue TV services in 2012,
Analogue TV transmission services currently comprise a
significant proportion of the revenue of nt! Broadcast.
i revenues derived from the analogue TV transimission
rarket are not replaced with other revenues (primatily
digital TV transmission) or the digital TV transmission
rarket does not develop as expected, analogue
switch-off may have a material adverse effect on ntl
Broadcast and the level of distributions that it may pay.

Develepment and roll-out of 3G mobile
telephony sarvices

The rafi-out of 3G moebile transmission networks has
begun and is expected o continue until approximately
2010 1t is possible there may be delays in the roli-out
of that the level of roll-out may be less than expected.

Afurther risk is that the 2G networks rhay be switched
off to free up spectrum. This might have significant effect
on a number of ntl Broadcasts 2G site keasing tenanis.
The loss of 2G tenants may not be fully replaced by the
introduction of new 3G entrants. Such delays or
reductions may have a material adverse effect on
Broadcast and the level of distribations that it may pay.
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Environmental and planning regulation

CIF could be materially adversely affected # a Seed
Asset business is found not 1o comply with
environrmental laws and regutations.

A significant potential environmental and planning
risk that faces CIF is the concern that communications
infrastracture assets may pose health risks to the
community due to the emission of electrarnagnetic
energy {'EME"). There is a risk that the actual or
perceived health risk associated with transmission
towers could lead to litigation involving ntl Broadcast
or could hinder them in installing and/or operating
existing infrastructure or new transrission
infrastructure. If nt! Broadcast is not in compliance with
reguiations associated with ENE, faces legal action or
the threat of legal action or takes measures to reduce
the likelthood of legal action and insurance coverage
is inadequate or not possible, there may be a material
adverse effect on CiF

Supply and network operational

nt! Broadcast is exposed to operational risks induding
& failure to achieve operational efficiencies, structural
obsolescence of broadeast towers and other facilities
(which rmay result if digital roii~-out is delayed
significantly} and equipment Tailures (due o technical
of natural disasters). nil Broadcast is exposed to events
such as terrorism, fire, flood, storm, heatwaves,
earthquakes and landslides. Operational disruptions
experienced by ntl Broadcast, as well as supply
interruptions from third parties, could result in a loss
of revenue for CIE. The cost of repairing or replacing
damaged or obsclete assets could be considerable
{depending on insurance coverage). Repeated of
prolonged outages rhay potentially result in permanent
toss of custorners, substantial litigation or penalties

for requtatory or contractual non-compliance which
coutd have a material adverse impact on CIF

Real property and tenure

ntl Broadcast's rights to occupy transmission tower

sites frorn which they operate are not all based on
freehold title (which has the greatest security of tenure}.
To the extent that rights are contractual (such as via
tease, licence or shared site agreements) most have
fixed terrns and righits to renew. A small nurnber of
sites are accupied under undocumented arrangements
or enable the licence to be terminated on notice

for convenience.

There is a risk that upon termination {whether by
expiry of contractual terms or termination) o, in a smalt

rudrnber of cases for ntl Broadeast, where the landlord
transfers land upon which nt! Broadcast has an
unregistered interest, nil Broadcast rmay or may not be
able to obtain new contractual terms to occupy a site
and rmay have to vacate a site without compensation.
This could affect nt! Broadeast's abifity to provide
transrission services.

Refinancing

As part of the acquisition of ntl Broadcast, the
consortiurn arranger, Macquarie UK Broadcast Limnited,
has entered into various finance agreements. The terms
of these arrangements vary. The malority of these
facilities wilt need to be refinanced within six years.

i the amount of funding available at the time of
retinancing is lower than the amounts to be
refinanced, or if the terms uporn which funding can be
obtained are raterially inferior to current terrns, this
coutd potentially have a material adverse effect on CIE

Regulatory

Communication infrasiructure assets are subject to
tegisiation, regulation {including economic regulation}
and governmental supervision. Failure to comply with
taws and reguiations may tead to penalties or 1o ntl
Broadcast being in breach of contractual provisions.

Operation of cornmunications infrastructure typically
requires a licence, permit or authorisation. There is
a risk that CIF's return from investroents in
communications infrastructure may be adversely
affected by fatlure to comply with, or changes 1o,
censing reguirements.

The provision of analogue TV transmission services by nth
Broadcast to 1TV and Channel 4/54C has been subject

to price control by Ofcorn, Ofcom has the power to
introduce regulation in other areas such as digital
broadcast fransemission. Ofcom reteased a Final
Staternent in Aprit 2005 which corfirmed an earlier
prelirninary finding that ntf Broadcast and CCUK,
individually or together, have 'significant rarket power’
i certain rnarkets, and outlined general remedies, which
include the requirement for market participants to:

* orovide network access 1o their respective masts
and sites on reasonable request;

+ not unduby discrirminate;

» ensure that network access charges are reasonably
detrived from the cosis of provision; and



+ pravide transparency in relation to the terrns
and conditions on which it is willing to enter
into a contract.

Financing

nt! Broadcast's holding cornpany has two privnary
acquisition facilities, a senior credit agreement, incuding
& Capex faciity, and a junior credit agreement. The
availability of the Capex facility is subiect to a number

of conditions which if not reet would result in a material
detriment to ntl Broadeast as it may not be able to fund
Capex. These conditions include the type of Capex to be
incurred, the performance of ntl Broadcast and the
earmings to be derived from the Capex.

fach of the credit agreernents contain numerous
default clauses which if breached could require early
repayment of the debt. Such breaches could have a
raterial adverse impact on CiF

Gearing — ability to pay Distributions

ntl Broadcast generates cash for distribution through
operations and the draw down on debt. There is
Hexibility within the current bank debt facilities to
continue with the part payment of distributions by

the draw down of debt. Although this farm of capital
structure is not unusual in these types of ivestments,
there is a risk that the lead consortiur member could
choose to repay debi or retain current debt levels
rather than maintain distributions. There is also a risk
that the current bank debt facility lirnits wilt be reached
at sorne tirme in the fuiure. CHL is confident that these
Hmits will not be reached during the Forecast Period.
fny either instance, CIF's ability to pay Distributions may
be materially affected.

IT transition

ntd Broadcast is still undergoing a transition process
from the vendor of the business. One of the rmost costly
elements of the transition is 1T, particularly transition

of ntl Broadcast’s finandal records and installation of a
new system. nt! Broadcast has entered into a contract
with {BM to facilitate the transfer of finandal data from
the vendor to ntl Broadeast. Cost estimates have been
obiained for this process, however, there is a risk that
these estimates could be exceeded. in addition nt!
Broadcast has been reguired to provide a £4 million
indermmity to the vendor for any damage that it causes
to its financial system as part of the transition.

11.3.3 Risks relating to the North DN and
Wales & the West DN

Reguiatory pricing reset

All UK gas distribution networks are subject to price
regutation governed by Ofgem. The current price
control period is expected to be extended to March
2008 {originally planned for 2007 providing a period
of stability to new DN owners. Whilst the regulatory
process is relatively rature and transparent, there is a
risk that Ofgem may adopt a pricing regime that differs
adversely from the consortia investment cases.

Reguliatory treatment of certain operating
costs

Whilst the operations of @ Gas DN are regulated, it is
not yet dear how certain costs will be treated in the
requlatory process. Exarnples of such costs include the
treatment of gas shrinkage and pension costs. The DN
business plans are based on specialist technical advice
and regulatory correspondence, however should the
requlator adopt an approach materially different to
those assumed within the DN business plans, this may
have an adverse irnpact on Distributions,

Gearing — ability to pay Distributions

The Narth DN and the Wales & the West DN are geared
with senior debt at or slightly below 78% and 78% of
RAY, respectively. The limit under the North BN senior
debt covenants is 70% of RAV. Wales & the West DN
is forecast to ncrease to at ot slightly below 80% of
RAY by 2007, the limit under iis senior debt covenants,

Generally, it is the intention of the consortia to retain
senior debt levels as a percentage of RAV going
forward. This flexibility is permitted under the senior
debt facilities available to each consortium.
Distributions to shareholders may therefore be partly
funded by the draw down of bank debt as the RAVs
on the respective assets increase.

Although this form of capital structure is not unusual
in these types of investments, there is a risk that the
ead consortiurn member could choose to repay debt
of retain current debt levels rather than maintain
distributions. In such an instance, CIF's ability to pay
Distributions may be materially affected,
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Operational

The DNs are exposed o supply and operational risks
associated with the gas distribution pipelines, such as
equiprment failure, accidents, pipeline damage by third
parties, fire, flood, earthguake, landslide or other
disaster. Gas distribution also relies on the use of
sophisticated systems and equipment for distribution
and monitoring of gas flows, and of compression and
other equipment which regulates the flow or delivery
of gas. These systemns and related equipment can fail.
ncidents affecting the pipelines or other equipment
coutd affect revenues or give rise to costs and might
als0 lead to claims by customers.

Gas supply and demand

Whilst reguiated, the revenue forecasts for the
distribution networks are to an extent based on demand
forecast assurnptions which may not be met. Reasons for
variations in the demand forecasts include but are not
tirnited to differences in the number of new connections
assurned, economic growth, weather variations and
substitution to alternate sources of energy.

Avaitability of gas reserves to meet demand is essential
for the ongoing use of gas pipelines. Supply forecasts
in the UK have historically centred on UK Continental
Shelf supplies, supplemented with increasing volumes
of imports. 1t is ikely that the UK will become
increasingly reliant on gas imports which will be subject
to the inherent ancertainties in relation to the timing
and volume of such import projects.

Documentation

The acquisition of the North DN and Wales & the \West
DN is governed by a complex set of legal documents
and contracts. As a resull, there is a risk of
risunderstandings and disputes over interpretation
and of failure of parties to comply with their
obligations under the docurnents and contracts.

tn particular, if any of the debt agreements falf into
default, CIF, through its investrnent in the North DN
and Wales & the West DN, may be adversely affected.

Licences and permits

Since alt the DNs were previously owned by a single
cornpany, MNGT, the regulatory framewotk is being
adapted to treat the DNs as stand-alone entities.

i the appropriate lcences and permits are not
maintained, operation of the asset rmay be adversely
affected, which may in turn adversely affect its value
and returns to CIE

Post completion process

The DN assets were acquired effective 1 June 2005 and
are still subject to a post-completion process with NGT.
Should cormplications develop o the DN cost estimates
in relation to this process be too low, this may have an
adverse impact on Distributions,

Transition

The transition of the North DN and the Wales & the
West DN frarn NGT is expected 1o continue for a further
12-18 months. There is a risk that the transition will be
delayed or that complications will develop. In addition,
the estirnate of inceased costs associated with
operating the DNs as stand-alone businesses in the
forecasts ray be too low. A delay in the transition or
increased cornplications or increased costs relating to
the transition may have a rmaterial adverse effect on CIE
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12.1 Independent Accountant’s Report on the compilation of the forecast
financial information

Ell ERNST & YOUNG 2 Erst & Young Centre mTd 6129248 5555

680 Genrge Street Fax 6129248 5212
Sydney NSW 2000 DX Sydney Stock
Australla Exchange 10172
GPO Box 2646

TRANSACTION ADVISORY SERVICES Sydney NSW 2001

15 July 2003

The Dhrectors

Challenger Listed luvestments Limited
Level 41 Aurora Place

88 Philip Street

SYDNEY NSW 2000

Dear Directors

Independent Accountant’s Report on the Compilation of the Forecast Financial
Information and Financial Services Guide

PART 1 - INDEPENDENT ACCOUNTANT’S REPORT ON THE
COMPILATION OF THE FORECAST FINANCIAL INFORMATION

Emst & Young Transaction Advisory Services Lunited has prepared this Independent Accountant’s
Report (the “Report™y m relation to the compilation of the forecagt firancial mformation of
Clrallenger Infrastructure Fand (“CIF”) mcluding forecast financial statements for CIF for the period
from Allotment Date to 30 June 2006 and forecast distributions from the Seed Assets for the period
from Allotment Date to 30 June 2006 and the vear to 30 June 2007, This Report is to be mchided
i a product disclosure statement to be dated on or about 13 July 2003 (the “PDS™) relatmg to the
mitial public offermg of stapled secorities in CIF. Our review does not include an opmion on the
best-estimate assumptions underlying the forecast financial nformation.

Expressions defined iy the PDS have the same meaning i this Report.

The nature of this Report is such that # can be given only by an entity, which holds an Australian
Fmancial Services Licence under the Corporations Act. Emst & Young Transaction Advisory
Services Lunged holds the appropriaste Austrahian Financial Services Licence.

Scope
You have requested Ernst & Young Transaction Adviory Services Limited to prepare a report, for
melusion in the PDS covering the following mformation:

. the compilation of the pro forma forecast consolidated balance sheet of CIF as at Allotment
Date, as set out in Section 10.3 of the PDS and which assumes the completion of the
contempiated acquisition of the Seed Assets diclosed m section 10.2 of the PDS; and

. the compilation of the forecast congohdated meome statement and cashiflow statement of
CIF for the period from Allotment Date to 30 June 2006, as set out m Sections 10.4 and
10.5 of the PDS, respectively.

collectively referred to as “the Drectors’ Forecast” and

Emst & Young Transaction Advisory Services Limited Liahility limited by the Accountents Scheme, spproved

ABN §7 003 599 844 Australinn Financial Services Licence No. 240585 under the Professiong] Standands Act 1994 (NSW)
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. the compilation of the forecast distributions from the Seed Assets for the period from
Allotment Date to 30 June 2006 and the year to 30 June 2007, as set out in Section 10.7 of
the PDS.

Together the Director’s Forecast and the forecast distributions from the Seed Assets are referred to
herein as the “Forecast Financial Information”.

The Directors’ Forecast set out in Sections 10.3, 10.4 and 10.5 is presented in accordance with
Australian International Financial Reporting Standards (“AIFRS™). The principal differences
between AIFRS and Historical AGAAD are set out in Section 13,12 of the PDS.

Responsibiliey

The Directors of the Responsible Entity are responsible for the preparation and presentation of the
Forecast Financial Information, including the best-estimate assumptions, which include the pro
forma transactions, on which they are based. The Forecast Financial Information has been prepared
for incluston in the PDS. We disclaim any assumption of responsibility for any reliance on this
Report or on the Forecast Financial Information to which it relates for any purposes other than for
which it was prepared. This report should be read in conjunction with the full PDS.

Emst & Young Transaction Advisory Services Limited is liable for the content of this Report. The
Respounsible Entity is liable for the remainder of the PDS.

Review of _ompilation of Forecast Financial Information

Our review of the compilation of the Forecast Financial Information was conducted in accordance
with Australian Auditing and Assurance Standard AUS 902 “Review of Financial Reports™ and APS
9 “Statement on Compilation of Financial Reports”. Our procedures consisted primarily of enquiry
and comparison and other such analytical review procedures we considered necessary. These
procedures included discussion with the Directors and management of the Responsible Entity and
other procedures and have been undertaken to form an opinion whether anything has come to our
attention which causes us to believe that:

{a} in all material respects, the Forecast Financial Information is not properly compiled on the
basis of the Responsibie Entity Directors’ best-estimate assumptions;

(by  the assumpiions disclosed in the PDS are not consistent with those used in compiling the
Forecast Financial Information;

{c} the Directors’ Forecast is not presented fairly in accordance with the recognition and
measurement principles prescribed in Accounting Standards and other mandatory
professional reporting requirements in Australia, AIFRS and the accounting policies of CIF
disclosed in Section 13,11 of the PDS as applied in Australia for presenting forecasts in PDS
documents; and

{(d)  the pro forma forecast consolidated balance sheet has not been properly prepared on the
basis of the assumptions set out in Section 10.3 of the PDS.

The Forecast Financial Information has been prepared by the Directors of the Responsible Entity to
provide investors with a guide to CI1F’s potential future financial performance based upon the
achievement of certain economic, operating, developmental and trading assumptions about future
events and actions that have not yet occurred and may not necessarily occur. There is a
considerable degree of subjective judgement involved in the preparation of the Forecast Financial

Challenger Infrastructure Fund
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Information. Actual results may vary materially from those forecast and the variziion may be
materially positive or negative. Accordingly, investors should have regard to the Risk Factors set
out in Section 11 of the PDS and the Sensitivity Analysis set out in Section 10.10 of the PDS.

The Directors’ Forecast set cut in Sections 10.3, 10.4 and 10.5 of the PDS is presented in
accordance with AIFRS. The principal differences between AIFRS and Historical AGAAP are set
out in Section 10.12 of the PDS.

Qur review of the compilation of the Forecast Financial Information, which does not include an
opinion on the best-estimate assumptions, is substantially less in scope than an audit examination
conducted in accordance with Australian Auditing and Assurance Standards. A review of this
nature provides less assurance than an audit. We have not performed an audit and we do not
express an audit opinion on the Forecast Financial Information included in the PDS.

Statement

Based on our review of the compilation of the Forecast Financial Information as set oui in Sections
10.3, 10.4, 10.5 and 10.7 of the PDS, which is not an audit, nothing has come to our attention
which causes us to believe that:

{a) n all material respects, the Forecast Financial Information is not properly compiled on the
basis of the Responsible Entity Divectors’ best-estimate assumptions;

{by  the assumptions disclosed in the PDS are not consistent with those used in compiling the
Forecast Financial Information,;

{c) the Dhrectors’ Forecast is not presented fairly in accordance with the recognition and
measurement principles prescribed in Accounting Standards and other mandatory
professional reporiing requirements in Australia, AIFRS and the accounting policies of CIF
disclosed in Section 10,11 of the PDS as applied in Australia for presenting forecasis in PDS
documents; and

{(d)  the pro forma forecast consolidated balance sheet has not been properly prepared on the
basis of the assumptions set out in Section 10.3 of the PDS.

The underlying assumptions are subject to significant uncertainties and contingencies often outside
the control of CIF and the Directors of the Responsible Entity. If events do not occur as assumed,
actual results achieved and distributions provided by CIF may vary significantly from the forecast.
Accordingly, we do not conflirm or guarantee the achievement of the Forecast Financial Information,
as future events, by their very nature, are not capable of independent substantiation.

Subsequent Events

Apart from the matters dealt with in this Report, and having regard to the scope of our Report, to
the best of our knowledge and belief no material transactions or events outside of the ordinary
business of CIF have come to our attention that would require comment on, or adiustment to, the
information referred to in our Report or that would cause such information to be misleading or
decepiive.
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Independence or Disclosure of Interest

Ernst & Young Transaction Advisory Services Limited does not have any interest in the ovicome of
the proposed transaction other than in connection with the preparation of this Report and the
preparation by Erst & Young of an Independent Taxation Report for the PDS. Ernst & Young
Transaction Advisory Services Limited will receive a professional fee for the preparation of this
Report and Ernst & Young will receive a fee for the preparation of the Independent Taxation
Report. Ernst & Young also acts as the statutory auditor of Challenger and provides taxation
advice to Challenger.

Yours faithfully
Ernst & Young Transaction Advisory Services Limited

Paul Siviour
Director and Representative

Challenger Infrastructure Fund
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580 George Strect Fax 6129248 5212
Sydney NSW 2000 DX  Sydney Stack
Australia Exchange 10172
GPO Box 2646

TRANSACTION ADVISORY SERVICES Sydney NSW 2001

Challenger Infrastructure Fund

PART 2 — FINANCIAL SERVICES GUIDE

Issue date: 15 February 2005 (vemion )

1. Ernst & Young Transaction Advisory Services

Ernst & Young Transaction Advisory Services Limited (“Ernst & Young Transaction Advisory Services”
or “we,” or “us” or “our”) has been engaged to provide general financial prodect advice i the form of an
Independent Accountant’s Report {“Report”) in connection with a financial product of another person.
The Report is to be included in documentation being sent to vou by that person.

2 Financial Services Guide

This Finaneial Services Guide (“FSG™) provides tmportant information fo help retaif clients make a
decision as to their ase of the general financial product advice in a Report, information about us, the
financial services we offer, our dispate reselution process and how we are remuncrated,

3. Financial services we offer
We hold an Australian Fiancial Services Licence which asthorises us to provide the following services:

. financial product advice in relation to securitios, derivatives, general insurance, life
insurance, managed mvestments, superannuation, and government debentares, stocks and
bonds; and

. arranging to deal i securities.

4. General financial produet advice

[ our Report we provide general financial product advice. The advice in a Report does not take into
account your personal objectives, financial situation or needs.

Y ou should consider the appropriatencss of a Report having regard to your own objectives, financial
sHuation and needs before you act on the advice in a Report. Where the advice relates to the acquisttion
or possibie acquisition of a financial product, you should also obtaim an offer document relating to the
financial product and constder that document before making any decision about whether to acquire the
financial product.

We have been engaged to issne a Report in connection with a financial product of another person. Our
Report will mclude a desceription of the eircumstances of our eagagement and identify the person who has
engaged us. Althougl vou have nol engaged us directly, a copy of the Report will be provided to you as a
retaid elient beeanse of vour connection to the matters on which we have been engaged fo report.

(20044765 BR2254 w23

Emet & Young Transaction Advisory Services Limited Linbility limited by the Accountamte Scheme, approved
ABN R7 003 599 B44 Australisn Financial Services Licence No, 240585 wmder the Professional Stamdards Act 1994 (NSW)
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5. Remuneration for our services

We churge fees for providing Reports. These fees have been agreed with, and will be paid by, the person
who engaged us to provide & Report. Our fees for Reports are based on a time cost or fixed fee basis.
Our directors and employees providing financial services receive an annual salary, a performance bonus
or profit share depending on their level of sentority.

Erast & Young Transaction Advisory Services s ultimately owned by Frnst & Young, which is a
professionul advisory and accounting practice. Ernst & Young may provide professional services,
mncludmg audit, tax and financial advisory services, fo the person who engaged us and receive fees for
those services.

Except for the fees and benefits referred o above, neither Ernst & Young Transaction Advisory Services,
nor any of its directors, employees or associated entities receive any fees or other benefits, directly or
ndirectly, for or in connection with the provision of a Report.

6. Associations with product issuers

Ernst & Young Transaction Advisory Services and any of its associated entities may at any time provide
professional services to finuncial product issuers in the ordinary course of busmess.

7. Responsibility

The hability of Ernst & Young Transaction Advisory Services is limited to the contents of this Financal
Services Guide and the Report.

8. Complaints process

As the holder of an Australinn Finuncial Services Licence, we are required to huve a system for handling
complaints from persons t© whom we provide financial services. All complaints must be in writing and
addressed to the Compliance and Legal Manager and sent to the address below., We will make every
effort fo resolve a complaint within 30 days of receiving the complaint. 1f the complaint has not been
satisfactorily dealt with, the complaint can be referred to the Financial Industry Complaints Service or the
Insurance Brokers Disputes Limited for general mnsurance product advice.

Contacting Ernst & Younyg Contacting the Independent Dispute Resolution
Transaction Advisery Services Schemes:

Comphance and Legal Manager Financiat Industry Complaints Service Limited
Ernst & Young PO Box 579 - Collins Street West

680 George Street Melbourne VIC 8007  Telephone: 1800 333 403
Sydney NSW 2000

Insurance Brokers Disputes Limited

Level 10

99 William Street

Melbourne VIC 3000 Telephone 18060 064 169

Telephone: {02} 9248 5353

This Financial Services Guide has been issued in accordance with ASIC Class Order CO 04/1372

Challenger Infrastructure Fund

w0
n



Challenger Infrastructure Fund

W
=} ]

12.2 Independent Valuation Report

PRCEVATERHOUSE(COPERS

PricewaterhouseCoopers
Securities Ltd

ACN 093 311 817

ABN 54 603 311 617

Holder of Austratian Financial

Services Licence No 244572

The Directors
. o Daring Park Tower 2

Challenger Listed Investments Limited 2 Sussex Street
{(as responsible entity for the Challenger Infrastructure Fund) GPO BOX 2650

SYDNEY NSW 1171
Aurora Place DX 77 Sydney
88 Phillip Street Australia

WY WS COTHEL
SYDNEY NSW 2000 Tefephone +81 2 8268 0000

Facsimile +61 2 8266 599%
28 June 2005

The Directors

Net asset valuation of the Challenger Infrastructure Fund

1. Introduction

The Directors of Challenger Listed Investments Limited {CLIL), the responsible entity of Challenger
Infrastructure Fund {CIF}, have appointed PricewaterhouseCoopers Securities Lid {(PwCS) to
prepare a report expressing our opinion as to the expected net asset value (NAV) of the Class A
and Class B Securities (collectively, the Securilies} in the CIF as at 19 August 2005 {the Valuation

Date).

2. Purpose of our report

Cur report is to be included in the Product Disclosure Statement {PDS) issued in conneclion with
the initial public offering (PO} of securities in CIF. Notwithstanding the absence of any regulatory
requirement to provide a net asset valuation report, the Directors of CLIL have requested our report
to provide readers of the PDS with information fo assist them in their determination of whether to
invest in the Class A Securities of CIF.

This report is also required to assist the Directors of CLH. establish the NAV of the Securities in
accordance with the requirement of CIF’s constitution and for financial reporting purposes.
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The Directors
Challenger Listed Investments Limited
28 June 2005

3. Background and approach

As at the date of this report, we understand that CIF's assets will consist solely of investments in
three infrastructure assets located in the United Kingdom (collectively, the Infrastructure Assets),
namealy:

. An B.8% interest in MGN Gas Networks (UK} Limited (MGN),
. A 5.8% interest in Northern Gas Networks Holdings Limited (NGN)}, and
. A 6.3% interest in Macguarie UK Broadecast Holdings Limited {MBH).

The Infrastructure Assets are described in detail elsewhere in the PDS in which this report is
included.

As at the date of this report, we understand that as at the Valuation Date, CIF will have no other
assets basides the Infrastructure Assets and that CIF will have no liabilities.

To estimate the NAV of the Securities in CIF, we have aggregated the expected fair market value
of the individual assets and liabilittes of CiF at the Valuation Date. Fair market value is defined as
the amount at which an asset would change hands between a knowledgeable willing but not
anxious buyer and a knowledgeable, willing but not anxious seller acting at arms length.

In view of the stable nature of the operations of the Infrastructure Assets and the avallability of
long-term cashflow projections for those businesses, we have applied a discounted cashiiow
method to value the Infrastructure Assets.

In addition, we have considered a number of other valuation methods to provide further evidence of
the expected fair market value of the Infrastructure Assets. These included considering recent
simitar asset sales and regulated asset values (RAV) for MGN and NGN, and operating earnings
miuitiples implicit in recent asset sales and at which comparable listed entities are trading for MBH.

4, Vaiuation of the Infrastructure Assets

Discounted cashflow methods estimate fair market value by discounting a company's future
cashflows to a net present value using an appropriate risk adjusted discount rate.

Challenger Infrastructure Fund
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The Directors
Chalienger Listed Investments Limited
28 June 2005

in applying the discounted cashflow method, we have relied upon models prepared by the bidding
consortia for the purposes of acquiring the iInfrastructure Assets in late 2004 and updated by
Challenger management for subsequent events. In each case, the financial models for the
Infrastructure Assets forecast equily cashflows for more than 15 years from the Valuation Date. In
addition to the financial models, we have relied upon the most recent equity distribution forecasts
provided in the board papers for the infrastructure Assets.

The discount rates used to determine the present value of the future equity cashilows reflect the
risk adjusted rate of return demanded by a hypothetical equity investor in each of the Infrastructure
Assets. In our assessment of the discount rates, we have included a premium to reflect an arm's
tength management fee arrangement consistent with that payable by CIF.

In selecting the discount rates, we considered rates of return on the eguity of comparable listed
entiies, specific business and financing risks of the respective Infrastructure Assets, capital
structures used o fund the underlying businesses and capital structures adopted by comparable
tisted companies.

We have cross checked the ranges of fair market values for the Infrasiructure Assets with
reference o the implied RAY and EBITDA multiples of comparable listed companies and
transactions involving similar businesses.

Based on the foregoing, our estimates of the fair market values of CiF's investmenits in the
Infrasiructure Assets are set out below.

Table 1 — Summary of the ranges of fair market value

Our estimates of fair market! value assume that there will be no material changes in the financial
and operating performance of the Intangible Assets between the date of this report and the
Valuation Date.
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The Directors
Challenger Listed Investments Limited
28 June 2005

5. Securities on issue

CIF is seeking to raise $629.9 million (payable in two equal instalments) through the issue of
178.98 million securities {89.99 million Class A Securities and 858.99 million Class B Securities) at a
price of $3.50 per security, of which $1.75 is payable at the 1PO with the balance due on 1 July
2006 unless delayed by CLH.. Challenger Life will subscribe for the Class B Securities with the
Class A Securities being offered to the public under the PDS. The full terms and conditions which
aftach to the Securities are detalled in the PDS.

As of 1 January 2007, half of the Class B Securities issued to Challenger Lie at IPO will become

Class A Securities. As of 1 July 2008, both the Class A Securities and the remaining Class B
Securities will become Ordinary Stapled Securities.

6. Net asset value calculation of the CIF
Cur calculation of the NAV of the Securities in CIF is set out below.

Tabie 2 — Summary of the net asset value

Sourca: PwOS A'nafysis

in our opinion, based on the analysis discussed above, the NAV of the Securities in CIF can be
reasonably expressed in the range of $1.68 and $1.78 per Class A and Class B Security as at 19
August 2005,

Challenger Infrastructure Fund
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The Directors
Challenger Listed Investments Limited
28 June 2005

It is likely that the initial value of the CIF Class A Securities listed will differ from cur analysis of the
NAV of the Securities because of a range of factors, including, but not limited {o:

« Diversification benefits from holding a portfolio of infrastructure assets diversified by
tocation and type,

« Perceived value in CIF as a platform for future acquisitions of other assets,

« Perceived management skills of MGN, NGN and MBH, especially with regard to the ability
te negotiate with regulators and customers,

« Investor sentiment, including demand for off-shore infrastructure investments, and

¢« The expecied tax deferred distribution yield for the CIF.

7. Qualifications, declarations and consents

This report has been prepared at the request of the CLIL and is to be included in the PDS for the
H(O of the Class A Securities in CIF. The directors of CLIL may also rely on it for the purpose of the
CIF’s constitution as described in Section 2. This report should not be used for any other purpose.
Readers of this report should be aware that it has been prepared without taking account of their
individual objectives, financial situation or needs.

The report represents solely the expression by PwS of its opinion as fo the expected NAV of CiF
as at the Valuation Date. PwCS$S has consented to this report being included in the PDS in the form
and context in which it appears.

Statements and opinions contained in this report are given in good faith but, in the preparation of
this report, PwCS has relied upon the information provided by the directors and executives of the
CLIL, Challenger Life and the managers of the bidding consoria for MGN, NGN and MBH which
Pw(S believes, on reasonable grounds, o be reliable, complefe and not misleading. PwCS does
not imply, nor should i be construed, that it has carried out any form of audit or verification on the
information and records supplied to us. Drafts of our report were issued fo the directors and
management of CLIL for confirmation of factual accuracy.

in preparing our report we have had limited access fo the members of the bidding consortia for the
infrastructure Assets and have not discussed our findings with the management of the
infrastructure Assets. Accordingly, we may not have become aware of all information that may be
relevant to our valuation of this enfity. Accordingly the conclusions reached in our report could differ
to those reached had we had full access to the management of MGN, NGN and MBH.
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To the extent that this repott refers to prospective financial information we have considered the
prospective financial information and the basis of the underlying assumptions. The prospective
financial information and the underlying assumptions are the sole responsibility of the directors of
CLIL. Our procedures are limited primarily to inguiries of Challenger Group personnel and
analytical procedures applied fo the financial data. Our procedures and enguiries do not include
verification work nor constitute an audit in accordance with Australian Auditing Standards {AUS},
nor do they constifute a review in accordance with AUS802 applicable to review engagements and
accordingly we do not express any opinion on any financial data or other information referred fo in
this report.

Actual resulis are likely to be different from the forecasts and projections of MGN, NGN and MBH
used for the purpose of this report, since anticipated events frequently do not occur as expected
and the variation may be material. The achlevement of forecasts is dependent on the outcome of
the assumptions. Accordingly, we express no opinion as to whether the forecasts will be achieved.

Furthermore, recognising that PwCS may rely on information provided by and on behailf of CLIL
and their officers and/or associates, CLIL and its directors have agreed fo make no claim against
PwCS to recover any loss or damage which CLIL or its directors may suffer as a result of that
reliance and also has agreed to indemnify PwCS against any claim arising out of this assignment,
except where the claim has arisen as a result of any fraud, wilful misconduct, negligence, breach of
the engagement or contravention of law by PwS.

PwCS is a licensed securities advisory business, wholly owned by the partners of
PricewaterhouseCoopers. PricewaterhouseCoopers is an international firm of chartered
accouniants which provides a broad range of accounting and advisory services.
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The Directors
Challenger Listed Investments Limited
28 June 2005

Neither PwS, PricewaterhouseCoopers, nor any partner or executive or employee thereof has
any financial interest in the ocutcome of the proposed transactions which could be considered fo
affect our ability to render an unbiased opinion in this report.

Yours faithfully

¢ b b

Kevin Reeves
Authorised Representative
PricewaterhouseCoopers Securities Lid

lan Clark
Authorised Representative
PricewaterhouseCoopers Securities Lid
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Financial Services Guide
This Financial Services Guide is dated 28 June 2005

About us

PricewaterhouseCoopers Securities Ltd (ABN 54 003 311 617, Australian Financial Services
Licence no 244572} (PwCS) has been engaged by Challenger Listed Invesiments Limited
{CLIL) to provide a report (the Report) expressing our opinion as to the expected net asset
value of the equity securities in the Challenger Infrastructure Fund as at 19 August 2005. You
have not engaged us directly but have been provided with a copy of the Report as a retail
client because of your connection to the matters set out in the Report.

This Financial Services Guide

This Financial Services Guide {FSG) Is designed to assist retail clients in their use of any
general financial product advice contained in the Report. This FSG contains information
about PwCS generally, the financial services we are licensed to provide, the remuneration we
may receive in connection with the preparation of the Report, and how complaints against us
will be dealt with.

Financial services we are licensed fo provide

Gur Australian financial services licence allows us to provide a broad range of services,
including providing financial product advice in relation to various financial products such as
securities, interesis in managed investment schemes, derivatives, superannuation products,
foreign exchange confracts, insurance products, life products, managed investment schemes,
government debentures, stocks or bonds, and deposit products.

General financial product advice

The Report contains only general financial product advice. 1t was prepared without taking into
account your personal ohjectives, financial situation or needs. You should consider your own
objectives, financial situation and needs when assessing the suitability of the Report to your
situation. You may wish fo obtain personal financial product advice from the holder of an
Australian Financial Services Licence to assist you in this assessment.

Fees, commissions and other benefits we may receive

Pw(S charges fess to produce reports, Including this Report. These fees are negotiated and
agreed with the enfity who engages PwCS {o provide a report. Fees are charged on an
hourly basis or as a fixed amount depending on the terms of the agreement with the person
who engages us.

Directors or employees of PwCS, PricewaterhouseCoopers, or other associated entities, may
receive partnership distributions, salary or wages from PricewaterhouseCoopers.

Challenger Infrastructure Fund
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Associations with issuers of financial products

PwCS and its partners, employees and associates may from Hime to time have relationships
with the issuers of financial products. For example, PricewaterhouseCoopers may be the
auditor of, or PwCS may provide financial advisory services {o, the issuer of a financial
product in the ordinary course of its business. However, PwCS has no existing professional
relationship with CLIL that would preclude us from providing advice.

Complaints

if you have a complaint, please raise it with us first, using the contact details listed below. We
will endeavour to satisfactorily resolve your complaint in a timely manner. in addition, a copy
of cur internal complaints handling procedure is available upon request.

if we are not able to resolve your complaint to your satisfaction within 45 days of your written
notification, you are entitted to have your matter referred {o the Financial Industry Complaints
Service (FICS), an external complainis resolution service. You will not be charged for using
the FICS service.

Contact details
PwCS can be contacted by sending a letter to either of the following addresses:

Kevin Reeves
PricewaterhouseCoopers Securifies Lid
201 Sussex Street

SYDNEY NSW 2000

or

tan Clark

PricewaterhouseCoopers Securities Ltd
201 Sussex Street

SYDNEY NSW 2000
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680 George Street Fax 61 2 9248 5959
Sydney NSW 2000 DX Sydney Stock
Ausralla Exchange 10172
GPO Box 2646

Sydney NSW 2001

The Directors

Challenger Listed Investments Limited

Responsible Entity of Chalienger Infrastructure Fund
Level 41 Aurora Place

88 Phillip Street

Svdney NSW 2000

Dear Sirs
Australian Tax Report

This report has been prepared for inclusion in the PDS for the Offer of Class A Securities in CIF
that CLIL intends o ssue in August 2005, Capitahised terms used in this report have the same
meanmg as elsewhere in the PDS, unless otherwise indicated.

This report provides a general summary of the principal Australian Income Tax, Stamp Duty and
GST imphications for an mvestor that acquires Class A Securtties in CIF pursuant to the offer made
i this PDS and who holds the securities on capital account, and 1 edher an Austrahan resident
wndividual or & complying superannpation fund (“Invester™). This report does not comment on the
inplications for Holders other than Investors. This report does not address all Australian tax
implications for Holders. Potential Holders should read Section 4 below which outhnes hmitations
on the scope of this report.

References to legisiation in this report are to the Tax Act, unless otherwise stated.

This report 18 general in nature and does not constitute taxation advice to any party. The mdividaal
circumstances of each Holder may affect the taxation mmplications in relation to an nvestment in
CIF. Accordingly, each potential investor shoukd seck appropriate 1ndependent professional advice
that considers the taxation implications 1 light of therr own specilic circumstances.

The wlormation contained m this ketter is conlined to taxation issues and taxation i only one of the
matters that Investors need to consider 1 making an nvestment in CIF. Under the Corporations
Act, this advice 18 not required o be provided by a holder of an Auostrahan Fmancial Services
Licence (“AFSL™). Accordingly, each potential mvestor should seek appropriate mdependent
professional advice prior to making a decision about investing in CIF.

Lisbility limited by fhe A Sl wved
tmder the Professional Standards Act 1994 (NSW)
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L. TAXATION OF CIF

The trustee of CIF should not be subject to income tax provided:

a} The Holders of securities issued by CIF are presently entitled to all of the net income of CIF on
the last day of each Financial Year;

by CIF is not a corporate unit trust {as defined in Division 6B of the Tax Act);

¢) CIF does not carry on a “trading business” (as defined in Division 6C of the Tax Act) causing
CIF to be a public trading trust; and

d) CIF¥ does not control either directly or indirectly the aflairs or operations of another person
carrying on a “trading business” {as defined in Division 6C of the Tax Act), which may
otherwise cause CIF to be a public trading trust,

CIF is intended to be established and managed in a manner such that the above reguirements will be
satisfied. On this basis, CIF should be treated as a “flow through” entity for Australian tax purposes.
Accordingly, although it will be required to calculate its net taxable income for each income vear,
the income and gains should efleciively flow through CIF and retain their character in the hands of
Investors and any income tax liability will generally be imposed upon the Investor in proportion o
their interest in CIF and any special rights attaching to the Class A Securities.

The caleulation of CIF’s net taxable income will include interest and dividends derived by CIF from
the Jersey Companies. Where the income derived by CIF is subject to foreign withholding taxes, the
amount of such taxes will be included in CIF’s net income calculation in order to “gross up” the
interest and dividends to their pre-withholding tax amounts. A foreign tax credit (“FTC™) will be
available to lnvestors for a propostionate share of any withholding tax if the requirements discussed
in Section 2.2 of this report are met.

Any repayment of loans by the Jersey Companies should not be included in CIF’s net income
caleulation. Such repayments simply reduce the amount of the loans outstanding Similarly,
distributions paid out of the share capital or share premium account of the Jersey Companies, should
not be included in CIF’s net income calculation.  Instead, such amounts should be treated as
reducing CIF’s CGT (“Capital Gains Tax”} cost base in those shares by that amount. Once the
CGT cost base of the shares has been reduced (o zero, further returns of capital will constitute a
CGT gain to be included in CIF’s net taxable income calculation.

If CIE’s net income calculation for & vear results in a negative amount, the resulting lax loss is not
distributable to Investors. Instead, it can be carried forward by CIF for offset in future years’ net
taxable income calculations provided that the trust losses carry forward requirements of the Tax Act
are met at the time.
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2. TAXATION OF INVESTORS

2.1 Acquisition of Class A Securities

Investors should not be liable for Stamp Duty or GST in respect of acquiring Class A Securities
under the Offer. Each Class A Security will constituie 2 CGT asset. An Investor’s CG7T cost base
in a Class A Security should include the amount the Investor paid to acquire the Class A Security,
plus any capital acquisilion costs.

2.2 Holding Class A Securities

Investors should include in their assessable income the proportionate share of CIF’s nei taxable
income to which they become entitled to at the end of the Financial Year, even though CIF’s
distribution for that year may not be received until after year end. The Investor will be assessed in
the same year in which CIF derived the income. The rate of tax on this assessable income will
depend on the Investor’s specific circumstances.

Each component of CIF’s net taxable income {such as foreign source interest, dividends and capital
gains) will retain its character when assessed in the hands of Investors. CLIL intends to provide a
tax statement to Holders each year setting out their proportionate share of C1F’s net taxable income
components and any foreign taxes paid by CIF.

Investors may be entitled to a FTC in respect of any foreign taxes incurred by CIF. The FTC that
may be claimed by an Investor in a given year is calculated as the lesser oft

a)  The Investor’s share of the amount of foreign taxes incurred by CiF; and
by The Australian tax payable on foreign income of the same class derived by the Investor.

To the extent that a FTC cannot be used by an Investor in a given year {for example, because the
foreign taxes paid exceed the Australian tax payable in respect of a class of foreign income derived)
the excess FT( may be carried forward for a period of five years for offset against future Australian
tax payable on foreign income of the same class.

If & net capital gain is included in CIF’s net taxable income, Investors will be treated as having
derived a capital gain equal to their proportionate share of such net capital gain. 1f discount capital
gains treatment has applied in calculating the net capital gain included in CIF’s net taxable income,
Investors will be required to include an additional amount in their assessable income to gross up the
amount of the net capital gain (i.e. reverse the effect of the discount at the CIF level). This is
required so that the applicable CGT treatment may be applied at the lnvestor level in accordance
with their particular circumsiances (e.g. with respect to any Investor capital losses and discount
capital gains treatment as discussed at Section 2.4 below).

Where a distribution to an Investor exceeds the Investor’s proportionate share of CIF’s net taxable
income (“"Excess™), the distribution is said to include a “tax deferred’” component equal to the
amount of the Excess. The ‘tax deferred’ component will reduce the Investor’s CGT cost base in
the relevant Class A Security by the amount of the Excess (except to the extent the Excess relates to

<
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a discount capital gain) rather than being included in assessable income. If the lnvestor’s cost base
in the Class A Security has previously been reduced to zero, a capital gain will arise for the Investor
equal to any further excess distributions (except to the extent the Excess relates to a discount capilal
gain). Any such capital gain will need to be included in assessable income, but may qualify for
discount capital gains ireatment depending on the Investor’s circumstances.

2.3 Preferential Righes of Class A Securities

Preferential rights attaching to the Class A Securities will expire on 30 June 2008. As from that
date Class A Securities and Class B Securiites will become Ordinary Stapled Securities and will
rank equally in all respects.

The expiry of the preferential rights attaching to the Class A Securities should not result in any
Australian CGT implications for the Investors. Furthermors, the expiry will not cause the 12-month
holding period for purposes of the discount capital gains concession to recommence.

2.4 Dispesing of Class A Securities

Investors should not be liable to Stamp Duty or GST by reason of the disposal of a Class A
Security.

If an Investor disposes of a Class A Security, a capital gain will arise to the extent that the capital
proceeds on disposal exceed the Investor’s CGT cost base in the Class A Security. A capital loss
will arise if the disposal proceeds are less than the Investor’s CGT reduced cost base in the Class A
Security. An Invesior may qualify for discount capital gains treatment in respect of Class A
Securities that have been held for at least 12 months, and are not disposed of under an agreement
entered into within 12 months of their acquisition. Under this treatment, the amount of a capital
gain {after offset of any capital losses of the Investor) is reduced by one half for individuals or one
third for complying superannuation funds.

3. WITHHOLDING OF TAX FROM DISTRIBUTIONS

Investors have the option of advising CLIL of their tax file number {*TFN}, Australian Business
Number (“ABN») or a relevani exemption. However, if they do not, CLIL will be required to
deduct withholding tax from distributions to such lnvestors at the rate of 48.5% of the gross
distribution. The requirement to withhold tax will continue until such time as the relevant TFN,
ABN or exemption notification is provided to CLIL. Investors should be entitled to claim an
income tax credit or refund in respect of any such tax withheld,

4. SCOPE

This report is based on Tax Laws at the date of this letter. It does not take into account or anticipate
changes to Tax Laws and we are not under any obligation to revise this report for such changes.
This report does not deal with taxes of a jurisdiction other than Australia. This report summarises
the Australian tax implications of the Scheme as described in the PDS. Subsequent amendments to
the Scheme may impact the tax implications of the Investors



This report does not address the tax implications of investing in Class A Securities for tax residents
of jurisdictions other than Australia or persons holding Class A Securities on revenue account or as
trading stock. Nor does this report address the tax implications of investing in Class A Securities
for insurance companies, banks, investment companies or securiiies iraders. We have not
independently verified or audited the facts upon which we have relied in preparing this report.

The inclusion of this report in the PDS is subiect to the terms of our consent for its inclusion and to
be named in the PDS as set out in Section 13.9.2 of the PDS.

Yours faithfully

Rowan Macdonald
Partner — Ernst & Young

)
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13.1 Regulatory waivers and
exemptions

12.1.1 ASX waivers and approvals

ASX has given “in principle’ approval {o the following
waivers from the Listing Rules:

+ awaiver from Listing Rutes 7.1 and 13.11 to allow
Securities to be issued to the Responsible Entity and
the Manager in lieu of managernent fees without
Holder approval on the following conditions:

a) the provisions of the Constitutions that aliow for
the issue of Securities in lieu of management fees
and the relevant management arrangements are
disciosed to any perscn who rnay subscribe for
Securities pursuant to the PDS;

=

the Securities are issued in accordance with
the Constitutions and the relevant management
arrangermnents;

¢ details of the Securities issued in lieu of
management fees are disclosed in the annual
report of CIF each year in which Securities are
rsued: and

d

-

Holder approval is sought every third year for
the issue of Securities in keu of management
fees.

+ a waiver from Listing Rule 15.16 to permit
managernent agreerments on the terms of the CMSL
Management Agreement and the UK Management
Agreernent on the following conditions:

a) a suramary of the management agreements
is set out in this PDS;

by a summary of the ranagement agreements
is set out in each annual report of CIF;

€3 the management agreements may only be
extended for an additional period of ten years
after the initial term of ten years if approved by
an ordinary resolution of Holders; and

d

-

the management agreements may continue for
an unfixed terrn after the initial ten years but will
terrninate upon notice one month following the
passing of an ordinary resobution of Holders to

+ awaiver from Listing Rule 7.1 and Listing Rule 10.11

in respect of Securities to be issued to an underwriter
of sub-underwriter under the DRP {including to the
Responsible Entity, its related bodies corporate or
associates as underwriter or sub-undenwriter of the
DRP (Related Party Underwriter) on condition that:

ay a surrnary of the terms of the DRP are set out
i this PDS;

b) the DRP does not contain a limit on Holder
participation;

¢ the PDS states that a Related Party Underariter
Fray act as an dnderwriter or as a sub-underwiter
to the DRP on the conditions of this waiver;

d

vy

the underwriters (including sub-undenwriters)
are issued the underawritten Securities within
15 business days of the Distribution payment date;

i

e} any Securities issued to the underwriter are issued
at a price which is equal to or greater than the
price at which the Securities are issued under

the DRP;

5 any Related Party Underwriter is not to exercise
its right to vole in respect of Securities issued to
it under the terrms of the underwriting agreement
at any rneetings of Holders;

any Related Party Underwriter is to sell any
Securities issued to it under the terrns of the
underwtiing agreernent, within 3 manths of the
date of issue, to a persen who is not a related party
of associate of CIF; and

[T}
el

h} this waiver only applies until 31 Decernber 2006,

a waiver frarn Listing Rule 6.24 so that the
Responsible Entity need not announce the rate

and amount of a Distribution when announcing a
Distribution and record date on the condition that
an estimated Distribation is advised 1o ASX and the
actual rate is advised 1o ASX as soon as it becomes
ko,

various walvers which are customarily granted for
the fisting and fuiure operation of stapled entities
and the quotation of securities.

The following ‘in principie’ confirmations have been

terminate the relevant agreerment. :
granted in respect of the Offer and CiF:

+ (IF is treated as an ‘investinent entity’ for the
purposes of Chapter 19 of the Listing Rudes;
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+ subject 1o cornpliance with the waiver of Listing Rule
15.16 (set out above), the structure and operations

of CIF are appropriate and equitable for the
purposes of Listing Rude 1.1 Condition 1;

+ in refation to Listing Rule 1.3.5, that CIF is not
required to provide accounts for the last three full
financial years;

+ in refation to Listing Rule 6.1, that the terms of
the Securities are appropriate and eguitable;

+ ihe right to divest a Holder of their partly-paid
Securities on a failure to pay a call when due and
payable falls within the exceptions in Listing Rules
6.125 and 6.13;

+ Llisting Rule 11.4 does not apply in respect of
Challenger Life's disposal of the Seed Assets to CIF;

¢ the Class A Securities and Class B Securities are
treated as ‘ordinary securities” for the purposes
of Listing Rule 6.2;

s the Class A Securities are treated as the ‘main clasy’
of Secarities for the purposes of Listing Rule 1.1
Condition &;

+ exception 4 in Listing Rule 7.2 and exception 7
in Listing Rule 13,12 apply in respect of:

a) half of the Class B Securities becorning Class &
Securities from 1 January 2807 and

by the rernaining Class B Securities and Class A
Securities becoming Crdinary Stapled Securities
from 1 July 2008,

+ ihe participation by Challenger Life {as a Holder of
Class B Securities) in any pro rata issue of Class A
Securities is within exception 2 in Listing Rule 7.2
and within exception 1 in Listing Rule 10.12; and

+ the participation by Challenger Life {as a Holder of
Class B Securities) in any issue of Class A Securities
pursuant to a DRP is within exception 7 in Listing
Rule 7.2 and within exception 3 in Listing Rule
10.12 provided that the DRP does not impose a
lirnit on participation.

The Responsible Entity may apply to ASX for relief

to enabie the pre-emptive rights in the Co-investment
Agreement to be exercised without Holder approval
under the Listing Rules. However, no application has
been made to ASX at the date of this PBS.

12.1.2 ASIC dedarations and exemptions

The Responsible Entily has obtained relief from ASIC

for CIF 1 and CiF 2 as reqgistered managed investrnent
schermnes whose units are stapled (this permits the
Responsible Entity to have regard to the interests of
mermbers of each stapled scherne, and permits one
stapled scherne to confer benefits on the other stapled
scherne without having first to obtain member approvall.

The Responsible Entity may rely on ASIC Class Order
05/26 to facilitate future issues of stapled securities
which are guoted on ASX.

13.2 What are the duties of the
Responsible Entity?

The Responsible Entity rnust comply with the
Constitutions, the Corporations Act, the compliance plan
for each of the entities in CIF and other relevant laws.

The Responsible Entity has statutory duties under the
Corporations Act including to act honestly, to act in
the best interests of Holders, to treat Holders of the
same class equally and all Holders fairly, to formuiate
and comply with & comphliance plan, and to have
compliance audited by a compliance plan auditor.

The auditor’s report must be lodged with ASIC,
together with the annual financial statements of CIFE
Ernst & Young is the auditor of the compliance plans
for CIF

13.3 The CIF Constitutions

CiF 1 and CIF 2 each have a constiiution, each in almaost
identical terms. The Constitutions bind the Responsible
Entity and Holders as members. Some important
features of the Constitutions are mentioned below,

13.3.1 Transfer of Securities

While Securities are guoted on ASX they may be
transferred in accordance with the Listing Rules
and ASTC Settlernent Rules.

13.3.2 Stapling

£ach Holder must hold the same namber of units

in CF 1 and CIF 2 while stapling applies. A anit

i one fund must not be transferred unless a unit in
the other fund is transferred at the same tirne 1o the
same person.

The Responsible Entity must not issue, transfer, register
the transfer of, consolidate or divide, redeem or buy
hack or cancel a unit in CF 1 unless the sarne action
ocears to a corresponding unit in CIF 2, and vice versa.
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tssues of a partly-naid unit or option in CIF 1 must
be linked to an issue of a partly-paid unit or option
issued on similar terms by CIF 2, and vice versa.

The Responsible Entity may apportion the offer price
of the Securities between CiF 1 and CIF 2.

12.3.3 fssue price

The Responsible Entity ray issue new securities at an
issue price set by the Responsible Entity in accordance
with the Constitutions.

While stapling applies and the Securities are officially
guated on ASX, the issue price of a new Securily is
finked 1o the market value. That is defined as the
arithmetic average of the daily volurme weighted
average of all sale prices for securities (excluding
‘special’ transactions, crossings prior 1o norrmal trading,
crossings during the after houwrs adjust phase, any
oversess trades, of the exercise of options) during a
specified ten business day period. That specified pericd
is the one that ends a further three business days
before the day on which the issue price must be fixed.
i the only Securities traded are partly-paid, the market
value for working cut the issue price is based on the
rarket value of a parthy-paid Security, plus the
uncalled armount.

The Responsible Entity may issue new securities at a
price which is greater than 90% of the market value
for a placement and greater than 50% of the market
price for an issue under a pro rata offer to Holders.

The Responsible Entity may pay sorme of all of the fee
of any person appointed by it in relation to CF
{including, for example, a manager), by the issue of
secUrities to that person. For details of the issue price
of securities issued in lieu of management fees see
section 8.3.1.

13.3.4 issue terms

The terms of issue of Class A Secutities and Class B
Securities are set out in schedule 2 1o the Constiiution
of CIF 1.

A Class A Security ranks equally with alt other Class A
Securities and Class B Securities for Distributions
representing.

+ returns of capital on a share in a company holding
a Seed Asset;

+ groceeds of the sale of a Seed Asset (whether these
are in the form of loan repayments, return of capital
paid up on a share in a company holding a Seed
Asset, dividends, or otherwize); and

+ distributions in the winding up of a company
holding a Seed Asset (whether those distributions
are capital, income or net income).

Subiect to the terrms of issue of any new dass of unit,
Class A Securities have the sole right to receive
Distributions representing infrastructure cash proceeds,
that is:

+ repayrments of shareholder loans by a company
holding a Seed Asset; or

+ cash eguivalent to deductions from net income of CIF
o the extent they are for management fees paid in
Securities or the costs of issuing Class A Securities.

H such a Distribution is rnade to the holders of Class A
Sectrities, the holders of Class B Securities have a
spedal preferential right to receive at the same time,
to the exclusion of the holders of Class A Securities,

& Distribution from income of CIE Once the Holders
of Class B Securities have received a Distribution equal
to the Distribution to Holders of Class A Securities
which represents repayments of shareholder loans or
deductions for fees paid in Securities or for issue costs
{see above), both Class A Securities and Class B
Sectirities share equally in further Distributions of
income of CIE This spedal preferential right of Holders
of Class B Securities is not cumuiative. If there is
insufficient income of CIF to pay the Holders of Class B
Securities a Distribution equal to the Distribution to
Holders of Class A Securities, the Holder of a Class B
Security has no cumulative or other right to receive
the shortfall in any later Distribution or otherwise.

Class B Securities wilk become Class A Securities before
1 July 2008 if:

+ approval is given pursuant to itern 7 of section 611
of the Corporations Act {0 an acquisition because
of which a person’s voting pawer in Class A
Securities increases 1o more than 50%;

+ (IF is the subject of a merger implermented by
arnendrnent of the Constitution of CIF 1 or CIF 2
by special resolution; or

+ 3 takeover offer is made for Class A Securities,
extending to Class B Securities which become
Class A Securities during the Offer petiod, and
the bidder's voting power in Class A Securities
becornes greater than 50% during the bid period.



The same rules that apply for Distributions sourced
from Seed Assels will apply to Distributions sourced
from any comparable infrastructure assets the subject
of an Acguisition,

As of 1 January 2007, half of the Class B Securities
will become Class A Secarities. As of 1 July 2008,
both the Class A Secarities and the remaining Class B
Securities will become Ordinary Stapled Securities.

The Responsible Entity may issue other securities
on such terms and conditions as it determines.

13.3.5 Meetings of Holders

The Constitutions contain provisions to facilitate
meetings of Holders, or of a class of Holders.

These provisions supplement the statutory provisions
for meetings. A Holder may appoint a proxy, or two
proxies, each for part of the holding, to vote at a
reeting. Each Holder is entitled to a vote on a show
of hands, and on a poll is entitled o & nurnber of
votes proportionate o the size of its holding.

13.3.6 Distributable Income

A Haolder who is a Holder on the last day of a financial
year is entitled to share in Distribuiable thcome for that
financial year. The Responsible Entity may fbx interirm
Distribution dates, which the Responsible Entity intends
to do for each half-year so that Holders will receive
income Distributions every six months.

13.3.7 Powers of the Responsible Entity

The Constitutions include provisions which enable
CIF to invest as ii sees fit. Refer to section 7.3 for
details of CIFs investment criteria.

The Constitutions allow the Responsible Entity to
raise funds in the form of debt or hybrid instrurnents.
At Allotment Date, CIF will be not be geared.

13.3.8 Limitation of liability and indemnity

Subject to the Corporations Act, the Responsible
Entity is not liable to Holders for any ioss suffered in
any way relating to CIF if the Responsible Entity has
acted in good faith and without gross negligence.
The Responsible Entity is entitled to be indemnified
out of the assets of CIF for any liability incurred by
it in propetly performing or exercising its powers,
including to the extent allowed by the Corporations
Act for liability resulting from an act or omission of
& delegate.

13.3.9 Liability of Holders

The Constitutions lirmit the liahility of Holders to the
Offer Price paid or agreed to be paid for their Securities.

13.3.10 Fees of Responsible Entity

The Responsible Entity is entitled to receive the Base
Fee and the Perfarmance Fee {see surnmary of the
Fee Sharing Agreerment in section 13.5.3).

For details of the form of payment of these fees,
see section 8.3.1.

13.4 Change of Responsible Entity

The Corporations Act regulates retirernent of the
Responsible Entity.

i the Responsible Entity wishes o retire as the
Responsibie Entity, it must call a Holder meeting to
explain its reasons for retirernent and enable Holders
to vote on a resolution to choose a new respansible
entity. Also, Hoiders may themselves call a meeting

to consider and vote to rernove the Responsible Entity
and choose a new responsible entity,

tn each case, the resolution rmust be passed by at least
50% of the votes cast by Holders entitled to vote on
the resolution.

13.5 Material contracts

13.5.1 Consortium/Shareholder Agreements
Material contracts — ntl Broadcast

investment Agreement

On 26 Novernber 2004, Macguarie Bank Limited
{Macquarie), Industry Funds Managerment (Nominees}
tirnited ((FMNL), Challenger Life, Macquatie
Communications infrastructure (Bermuda 2} Limited
(MCIB2S, Macquarie Globat infrastructure Funds 2 SA
{MGIFSA), MTAA Superannuation Fund (NTL Broadcast)
Lititities Pty Limited as trustee for the MTAA
Superannuation Fund {NTL Broadcast} Utilities Trust
{MTAA Fund), Cheyne Special Situations Fund LP
{Cheyne), Dian Wiaya SON. BHD. {Dian Wijaya),
Macguarie Prisrr Proprietary Linnited {Prism) and
Macquarie UK Broadcast Holdings Lirnited (Cornpany)
entered into an investment agreement relating 1o the
subscription for shares in and loan notes of the Company.

fach party to the investrnent agreement, except for
the Cornpany, has subscribed far shares and loan notes
iy accordance with the terms and conditions of the
vestment agreement,
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Shareholders’ Agreement

Macquarie, FMNL, Challenger Life, MCIB2, MGIFSA,
MTAA Fund, Cheyne, Dian Wijaya, Prism and the
Company have entered into a shareholders’ agreernent
in relation to the Company. Subseguent to entry into
the shareholders’ agreermnent, transfers of shareholder
interests between related entities ray have occurred.

The shareholders and the Cornpany have agreed to
rmake provision for the management and administration
of the Cornpany's affairs on the terms in the
shareholders’ agreerent. The most irnportant terms

of the shareholders’ agreement are set out below,

Chalienger Life's interest in the Company was
transferred to Challenger Towers Limited and
Challenger Towers Limited has entered into a deed of
accession under which it assurned rights and lighilities
as a shareholder under the shareholders’ agreement.

Shareholders

Certain matters, including participation by the
Cormpany in any business that is not permitted under
the shareholders’ agreement, must be approved by
shareholders entitled o exercise 80% or more of the
votes cast at a shareholders’ meeting.

Diractors

The Company will have between two and ten directors,

IFNL, Challenger tife, MTAM Fund, Dian Wijaya and
Cheyne are each entitled to appoint one director in
respect of each 10% shareholding held by them in the
Company. Each other shareholder is entitled 1o appoint
one director in respect of each 12.5% shareholding
held by them in the Company. However, if MCIG and
its assoctates hold a majority of the shares, MCIG and
fts associates are entitled to appoint such number of
directors so that the number of directors appointed by
MCIG constitutes a majority of the directors. Certain
rnatters, including any amendment to the long-term
husiness plan or distribution policy must be approved
by 80% or more of the votes cast at a board meeting.

For the purposes of appointing directors, shareholders
(Participating Shareholders) may enter into
agreements to combing their holdings in shares
{Combined Hotdings}) Participating Shareholders may
jointly appoint one director in respect of each 12.5%
or 10% shareholding (as the case may be} represented
by the Cornbined Hoidings.

Transfer of shares and loan notes
Each shareholder has undertaken not to transfer of
dispose of any shares or loan notes in the Company

other than in accordance with the shareholders’
agreamant,

The following transfers of shares and loan notes are
perrnitted without triggering the pre-ermptive rights,
tag ateng and drag along provisions discussed below,

* 3 transfer by a shareholder to an assodate or
nommes of the shareholder on certain conditions;

» iransfer by way of security for the obligations of
MCIB2Z or by way of enforcernent of that security
in circumstances where the refinancing is on terms
materially consistent with existing finance
agreerments of otherwise agread by the shareholders.

An assodate includes a member of the shareholder's
group of a substantial fund or entity under
management or a member of the shareholder's group.
i the perrnitted transferee ceases to be an assodate of
the original transferor, the transferee must transfer its
shares and loan notes back to the criginal transferor
within 14 days failing which the assodiate is deemed to
have given a notice 1o ail other shareholders under the
pre-emption provisions {(see below) in respect of all if its
shares and loan notes and the sale price will be fair
market value.

Pre-emption rights exist in the shareholders’ agreement
whereby, upon a notice being given by a shareholder
that it wishes to transfer shares and toan notes, each
non-transferring sharehoider has the right to purchase
its proportionate entitlement of the transfersing
sharehoider’s shares and loan notes.

A shareholder may not transfer shares without also
transferring an equivalent proportion of loan notes.

Tag afong and drag along provisions

i a shareholder (Selling Shareholder) has agreed

to sell shares and loan notes {Tag Alonhg Securities)
to a purchaser in circumstances where the purchaser
{together with any of its assodiates or other entity with
which it is acting in concert) willt acguire more than a
50% interest in the Cornpany, the Selling Shareholder
is required to procure that the purchaser makes an
offer {Tag Along Offer) to all shareholders.

The purchaser will then purchase a proportion of

the Tag Along Securities from each shareholder who
accepts the purchaser's offer equal to the proportion
that the retevant shareholder’s interest represents in
the Cornpany. If any shareholder does not accept the
nurchasers Tag Along Offer, the purchaser may
purchase that shareholder's proportion of the

Tag Along Securities from the Selfing Sharehoider.



ty addition, if a Selling Sharehoider has agreed fo sell
shares and loan notes to a purchaser in circumstances
where the purchaser {together with any of its
assnciates ar other entity with which it is acting in
concert) will acguire more than a 90% interest in the
Company, the Selling Shareholder rnay require that the
other shareholders sell alt of their shares and foan notes
in the Cornpany to the purchaser at a price that is at
teast equal to fair market value.

Change of control

i any perscn, except for an associate of the relevant
shareholder, acquires control, directly or indirectly, of
any shareholder, that shareholder will be deemed to
have given a notice 1o all other shareholders under the
pre-emption provisions in respect of all of its shares
and loan notes. The price for the shares and loan notes
the subject of the notice will be falr market value.

Control, for the purposes of the shareholders’
agreement, is defined as:

+ in the case of a body corporate, the right to exercise
more than 50% of the votes exercisable at any
meeting of that body corporate, together with the
right to appeint more than half of its directors;

+ in the case of a partnership or imited partnership,
the right o exercise rnore than 50% of the votes
exercisable at any meeting of partners of that
partnership or limited partnershipg {and, in the case
of & Emited partnership, control of each of its
general partners); and

* in the case of any other person, the right to exercise
a majority of the voting rights or otherwise to controt
that person by virtue of provisions contained in its
Mernorandum or Articles of Association or, as the
case rmay be, Certificate of Incorporation or By-laws,
Statutes or other constitutional docaments or any
contract of arrangement with any other persons.

Adrnission

i the shares have not been listed on a recognised
investment exchange within 10 years of the date of the
shareholders’ agreernent, any shareholder(s) with more
than a 35% interest in the Company may issue a
notice 10 the other sharehoiders and the Company that
the Company should seek an adrmission. Upon receipt
of such a notice, each shareholder rust co-operate
with and assist the Company to achieve an admission.

Events of defauft
The following events constitute events of default
for the purposes of the shareholders” agreement:

+ 3 party breaches the transfer provisions in the
shareholders” agreement; or

+ an insolvency event occwrs in relation 1o a party.

Upon the cccutrence of an event of default in relation
to a shareholder, the other shareholders have the right
to require:

+ that the defaulting shareholder not exercise any right
10 attend and vote at meetings of the Company,

+ that any director appointed by the defaulling
shareholder cease to be a director of the Company;
and

+ that the defaulting shareholder sell to non-
defaulting shareholders all or part of the shares and
loan notes held by the defauiting shareholder for
either an arnount equal to 75% of the fair rarket
value o, in the event of insolvency, the fair market
value of the shares and loan notes.

Underiakings

The shareholders (other than Macguarie, MCIB2 and
any rmulti-party fund or entity under the Macguarie
Group) {the Relevant Shareholders) undertake not to
enter inte any substantive agreement or arrangement
with any other Relevant Sharehalder as a result of
which any Relevant Sharehoider would gain direct or
indirect control over the voting of shares and/or the
appointment or removal of directors representing more
than 58% of the shares or directors respectively from
time to time.

Relationship with Macguarie

For a period of two years after 31 lanuary 2005 the
shareholders and the Cornpany wilt procare that
Macquarie shall be the Company’s financial advisor
subject to the services being provided on comrnercially
fair and reasonable terms.

Distributions

Subject to compliance with the terms of the finance
documents, applicable laws and regulations and
adeguate provision being made for working capital
requiremnents and Hahilities, the Company will distribute
to shareholders the maxirnum amount of available cash
in each financial year.

Challenger Infrastructure Fund
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Termination
The shareholders’ agreement will terminate on the
earlier of:

+ the dissolution of the Company;

+ all the shares being held by cne shareholder and
members of its groug;

+ inthe event of an adrmission where all of the shares
are listed on a recognised investrnent exchange; and

+ the agreermnent of all the parties that the agreerment
be terminated.

The agreement will terminate as between a shareholder
and the other parties upon the shareholder ceasing o
hold any shares.

Loan Note Instrument

Issuie of rotes

Macquarie UK Broadcast Services Plc (Company} has
issued £316,500,050 of notes in accordance with the
terrns and conditions of the loan note instrument
dated 31 lanuary 2005

Repayment and redemption
Linless previously repaid or purchased, the notes will be
repaid by the Company at par on 31 December 2017,

The Company may redeern all or part of the notes at
par at any time upon providing the noteholder with
30 days written notice.

interest

Untd the notes are repaid or purchased, the Company
will pay interest at a rate of 13% per annum on the
principal amount semi-annually in arrears on 38 June
and 31 Decernber in each year.

H any payrment of interest would breach certain finance
documents or if the Company has insufficient cashilow
to make the payment, then that payment may be
deferred by the Company to the next interest payment
date on which the Company has sufficient funds
avaitable.

Events of default

fach noteholder may require all of the notes to be
repaid at par, together with accrued interest, whilst
any of the following is continuing:

+ the Company fails to pay within 14 days any
principal or interest payable in respect of the notes;
or

+ an insolvency event occurs in relation to the Company.

timited recourse
The right of recourse of noteholders against the
Cormpany is limited to the assets of the Company.

Master Agreement

On 1 Decermnber 2004, NTL Group Limited (NGL},

MNTL (Chichester) Limited {ntl Chichester), NTL Digital
Ventures Limited (Digital Holdeo), Macquarie UK
Broadcast Lirnited (Buyer) and Macquarie UK Broadcast
Holdings Limited {Buyer Holdeo) entered into a master
agrepment refating to the acquisition of the entire
issued share capital of National Transcommunications
Limited {NatTrans) and NTL Digital Lirnited

{NTL Digital).

Cornpletion of the acquisition took place on 31 January
2005.

Warranties and indemnities

ntl Chichester and Digital Holdeo (each, a Seller) make
certain warranties in relation to the business and assets
of NTL Digital and NatTrans. Restrictions and limitations
apply to the Buyer’s right to make a claim under these
warranties, including:

+ the warranties will expire on or before the date one
year from the date of completion of the transaction
under the master agreement, except for tax
warranties {seven year lirmit) and environmental
warranties (four year lmit);

+ nt! Chichester and Digitat Holdco will be liable
for a maximum of £126 million and £5 million
respectively; and

+ the Buyer may not bring a claim against ntd
Chichester unless the claim is for an amount greater
than £18 million and may not bring a dairn against
Digital Holdeo urdess the claim is for an amount
greater than £1 millicn.

rtl Chichester and Digital Holdco have each provided
the Buyer with an indemnily in respect of taxation,
which is also subject to certain thresholds and lirnits,

Mon-competition

For a period of 18 months from the date of cornpletion
of the transaction under the master agreernent, NGL
rust not engage in certain activities that compete with
the business of NTL Digital and NatTrans within the
United Kingdom and the Republic of reland.



For a period of 12 months from the date of
completion of the transaction under the master
agreement, NGL rmust not, and must procure that
each member of the ntl group does not, solicit or
entice away from any company within the Buyer's
group, any employee of the ntl group allocated to
the business of NatTrans at the completion date
whao is not employed in a non-managerial or purely
adrministrative role earning less than £80,000 per
annur. The Buyer makes an identical undertaking
in favour of NGL and each other ntl group company.

Material Contracts — North DN

Sale and Purchase Agreement

On 12 November 2504, Able Venture Profits Limited
(Seller), Challenger Life, SAS Trustee Corporation (STC)
and Cheung Kong Infrastructure Hoidings Limited
{CKiH; entered into an agreement under which
Challenger purchased shares representing 5.8% of the
share capital of Gas Networks Limited {Company} from
the Seller. STC bought shares representing 4.1% of the
share capital of the Company under the agreement.

Shareholders’ Agreement

On 17 December 2004, Challenger Life, Able Venture
Profits Limited (CKI Sub), Goldia Resources Limited
(Goldia}, Alpha Central Profits Limnited (HEH Sub),
United Utilities Operations Limited {UU Sub), Cheung
Kong Infrastructure Holdings Lirnited (CKIH}, LiKa
Shing {Overseas) Foundation {LKSOF), United Utilities
Contract Soluticns Limited {UUCS), Hong Kong Eleciric
Holdings Lirnited (HEH), SAS Trustee Corporation (STC
and Deutsche Asset Management {Ausiralia) Limited
(DAMA) entered into a shareholders’ agreernent
relating to Gas Networks Limited {Company).
Subseguent o entry into the sharehoiders’ agreernent,
transfers of shareholder interests between related
entities may have cccurred.

The shareholders and the Cormnpany have agreed to
rnake provision for the management and administration
of the Cornpany's affairs on the terms in the
shareholders’ agreerent. The most inportant terms

of the shareholders’ agreement are set out below.

Challenger Life's interest in the Company was
transferred to Challenger Northern Gas Limited and
Challenger Northern Gas Limited has entered into an
adherence agreernent under which it assumed rights
and liabilities as a shareholder and permitted transferee
of Challenger Life under the shareholders’ agreement.

Obligations to subscribe

The shareholders are obliged to subscribe for shares

in the Comnpany to enable the Company to discharge
costs and expenses {in amounts agreed {o by the
shareholders) relating to the acquisition of Blackwater F
tirnited, including the Cornpany’s obligations to make
any payments as a result of post-cornpletion adjustments.

Shareholders

The guorurn for any shareholders’ meeting is one
representative of each shareholder which at the time
holds at least 9.9% of the shares on issue and one
representative of STC, Challenger Life or any of their
respective permitied transferees for so long as STC,
Challenger Life and their permitted transferees taken
together hold ot less than 9.9% of the shares in issue.

Directors

£ach shareholder is entitled to appoint one director

of the Company in respect of each complete 5.9% of
the shares that it cwns. For so long as STC, Chalienger
tife and their perritted transferees taken together
hold not tess than 9.9% of the issued share capital

of the Company, DAMA shall be entitled to appoint
one director. STC and Challenger Life may choose

to appoint one director instead of DAMA. Their
appointes rmust be approved by the other shareholders
(such apgroval not to be unreasonably withheld).

Reserved matters

Certain rmatters are reserved o the shareholders and
must be approved by each shareholder. These matters
include amending the constitution, winding-up of the
Company, and the creation or issue of any shares
{untess required to cure an event of default under
banking facilities).

Certain matters must be approved by at least 75% of
votes cast on a poll taken at a board rmeeting at which
each direcior exercises a number of votes equal to the
nurmber of shares held by its appointing shareholder.

fry addition, in some cases no written objection rmust
have been made by certain shareholders. These matters
include consensual amendments to any licence held by
Blackwater F Limited, material commitiments to Ofgern,
and any change in the nature of the business carried
on by the Company or its subsidiaries.

Fransfer of shares
Under the sharehclders’ agreement, there is a general
prohibition on transfers of shares unless:

+ the other shareholders consent to the transfer
{any such consent may not be unreasonably
withheld or delayed);

Challenger Infrastructure Fund
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+ the transfer is categorised as an intra-group
or permitied transfer;

+ aright of first offer procedure is followed under
which the sharehoiders have the right to purchase a
proportion of the shares being transterred equal to
their proportionate sharehelding in the company, or

+ inthe case of United Utilities only, certain events
occur and certain conditions are met.

tven where one of the permissions to transfer below
apphies transfers are prohibited where the transfer
woudd result in breaches of law or regulation or cause
Blackwater F Limited to be in breach of any of the
provisions of its licence. Transfers are also prohibited
prior to payment of the final completion adjustrment
amount under the Option Deed, though Challenger
Life rnay transfer to a wholly owned subsidiary on
certain conditions, including the consent of the

other shareholders.

Permitted transfers

A shareholder may transfer some or all of its shares
to a 'groug company’. For these purposes a group
company means any cornpany in which the ultimate
holding company of the transferor controls (whether
directly or indirectly} nat less than 50% of the voling
rights exercisable on a polt at a general meeting of
that cornpany.

The shareholders’ agreerent sets out a further specific
perrnitted transferee regime for STC, Challenger Life
and their permitted transferees. Under this regime,
transfers of shares to, for example, each other or a
fund which is managed or held by Chalienger Life or
any rmernber of the Challenger Group are permitted
provided that (i) the transfer is of at least 4.8% of the
issued share capital of the Company or, if less, the
shareholder’s entire holding and the transfer is not to
a black listed transferct, and (i) if the transferee is not
a party to the shareholders” agreement, such transferee
provides evidence to the satisfaction of the other
shareholders (acting reascnably}) that its financdial
status is sufficient to enable it to properly discharge

its obligations under the shareholders’ agreement.

Compuidsory transfers

i any shareholder cornmits a material breach of the
agreement which is not rernedied, is subject to an
insolvency event of suffers a change of control 1o
which the other shareholders have rot previously
consented, the defaulting sharehoider rmay be required
to selt its shares to the other shareholders. The change
of control provision does not apply to any permitted

transferee of Challenger Life which is a fund of the
type described above under "Permitted Transfers’ but
coutd be triggered if the fund ceases to be managed
of hedd by Challenger Life or a member of the
Challenger Group.

Change of control means, in relation to a sharehoider,
that rnore than 50% of the issued share capital of that
shareholder or of any holding company of it whose
sole or principat asset is a direct or indirect interest

in the share capital of that shareholder, is transferred
to a person of persons who are not members of that
shareholder's group.

Distributions

The shareholders shall use their rights to procure that
the Company distributes the maximum amount
available each year subject to:

s arpodnts required for the business;

+ arnounts required to be retained by law, the terrmns
of any licence or the terns of any debt financing
arrangernents.

Admissior

The shareholders agree o consider in good faith from
time to tirme the desirability of an initial public offering
of Shares in the Cormpany, having regard to market
conditions and the likely valuation of the shares,

Option deed

On 31 August 2004, Transce PLC (Seller), Gas Network
tirnited (Purchaser) and Blackwater F Limited {Company)
entered into an oplion deed relating to the acquisition of
the entire issued share capital of the Company.

Completion of the acquisition took place
on 1 June 2005.

The agreement contemplates that the post completion
adjustment period will be not longer than about four
months {urdess the parties cannot agree and an
independent accountant is appointed), at the end of
which an adjustrnent will be made to the consideration
paid at completion. As a result of this adjustment, the
Purchaser may either receive an amount back from

the Seller or be liable to pay an additional armount to
the Seller.

Conduct pendling completion

The Seller undertook that in the period between signing
and completion the Seller and the Company woutd
carry on their business as a reasonabie and prudent
operatar and otherwise in the ordinary course of
business. The Seller was to procure that the Cormpany
did not, in relation to the business, undertake any act



which is outside the ordinary course of business and only
dndertake certain acts with the consent of the Purchaser.

Integration cornmittee

An integration comimittee has been established under
the option deed which will facilitate the integration of
the Company into the Purchaser’s group. The Seller and
the Purchaser are each entitled to appoint up to three
people to serve on the integration commitiee,

Warranties and indemnities

The Seller makes certain warranties in relation to, among
other things, the shares of the Company and liabilities
incurred. iy addition, by way of a tax deed of indemnity,
the Seller has provided the Purchaser with an indemnity
in respect of taxation.

Certain restrictions and linitations apply to the
Purchaser's right to make a clairn under the warranties
in the option deed including:

+ the general warranties will expire on the date
18 months from the date of completion;

+ the erwironmental warranties will expire on or
before the date four years after completion;

+ any claim in relation to matters arising under the
tax deed or certain warranties must be brought
or or before the date seven years after completion:

* the Purchaser may not bring any dairn (other than
a dlain under the tax deed) against the Seller unless
the aggregate claims are for an amount greater than
£8 milkon; and

+ ihe total aggregate fability of the Seller in relation
o dlaims brought by the Purchaser against the Seller
will not exceed 37.5% of the aggregate of the
consideration and the debt amount. This cap does
not apply to certain warranties for example the
warranties given in the option deed in relation to
the shares of the Company and liabilities incurred.

Guarantes

The Purchaser guarantees o the Seller and each
mernber of the Seller’s group the due and punctual
nerformance of, and the due payrment and discharge
of, alt sums and liabilities which are owing or incurred
by the Cornpany to the Seller in respect of the
Cormpany’s cbligations under the oplion deed and
certain other agreernents between the Seller and the
Purchaser. This guarantee remains in place until all of
the guaranteed obligations are fully performed.

Non-solicitation

For a period of twa years from 1 june 2005, the Seller
undertakes to the Purchaser that it will not, and will
procure that members of Seller’s group will not, solicit
or entice away frorm the employment of any rmember
of the Purchaser’s group and employee in an executive
of managerial position. The Purchaser makes an
identical undertaking in favour of the Seller,

Material contracts — Wales & the West DN

Acquisition of interests in MGN Gas Networks
{UK} Limited

Investient Agreement

Macquatie Bank Limnited {(Macquarie), AMP Life
Lirmited {AMP), Canada Pension Plan Investment Board
{CPPIB}, 1P Morgan Nominees Australia Limited

{as norninee for the custodian for the trustee of the
Infrastructure Unit of the pooled superannuation trust
knowen as Developrment Australia Fund) (DAF
Custodian}, Development Australia Fund Managernent
Limited {as trustee of the Infrastracture Unit of the
nooled superannuation trust known as Developrment
Australia Fund) {DAFML), Macquarie Luxembourg Gas
SARL (Macguarie Lux), Challenger Life, Macguarie
Specialised Asset Management Lirited {as responsible
entity of the Macquarie Global Infrastruciure Fund 1A}
{(MSAM} Macquarie Specialised Asset Managerment 2
Limited {as responsible entity of the Macguarie Global
tnfrastructure Fund BBY (MSAM2Z} and MGN Gas
hetworks {UK) Umited {Comparny) have entered into
an investment agreement relating to the subscription
for shares in and loan notes of the Cornpany.

Macquarie, ANE CPPIB, DAF Custodian, Macquarie
Lux, Challenger Life, MSAM and MSAN2Z subscribed
for shares and loan notes in accordance with the terms
and conditions of the investrnent agreement.

Sate and Furchase Agreement

On 11 November 2004, Macguarie and Challenger Life
entered into 3 sale and purchase agreement for the sale
and purchase of shares and loan notes in the Company.

Under the sale and purchase agreernent, Challenger
Life acquired 543,050 additional shares and £181,030
of loan notes in the Company from Macquarie. In
addition, Challenger purchased, by way of novation,
Macquarie’s £13,288,728 commitment in respect of
which Macquarie had agreed to subiscribe for shares
and loan notes in the Company.

ger infrastructure fund
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Shareholders’ agreement

On 9 August 2004, Macguarie, AMP, CPPIB, DAF
Custodian, DAFML, Macguarie Lux, Challenger Life,
MSAN, MSAMZ and the Carmpany entered into a
shareholders’ agreernent in refation to the Company.
Subseguent o entry into the sharehoiders’ agreernent,
transfers of shareholder interests between related
entities may have occurred.

The shareholders and the Cornpany have agreed to
rmake provision for the management and adminisiration
of the Cornpany's affairs on the terms in the
shareholders’ agreernent. The mast irnportant terms

of the shareholders’ agreement are set oat below.

Challenger Life's interest in the Company was
transferred to Challenger Wales and the West Gas
timited and Challenger Wales and the West Gas
Limited entered into a deed of accession under which it
assumed rights and hiabilities as a shareholder under
the shareholders’ agreement.

Shareholders

Certain matters, including participation by the
Company in any business that is not permitted under
the shareholders” agreement, must be approved by

a majority of more than 75% of the votes cast at

a sharehclders” meeting.

Directors

The Cornpany will have between three and twelve
directors, Each shareholder is entitled to appaint one
director in respect of each 15% shareholding held

by then in the Company. The non-Macquatie
shareholders (acting together) have the right to appoint
at least one director even if they hold less than 15%.
Certain rmatters, including the issue of shares and
options, the redernption or purchase of shares by the
Company, the recrganisation of the share capital of the
Commpany and a transfer of a matenal part of the
business must be approved by more than 75% of the
votes cast at a board meeting.

For the purposes of appointing directors, shareholders
(Participating Shareholders) may enter into
agreements to combing their holdings in shares
{Combined Holdings}) Participating Shareholders rmay
jointly appoint one director in respect of each 15%
shareholding represented by the Combined Holdings.

Fransfer of shares and loan notes

fach shareholder has undertaken not to transfer
or dispose of any shares or loan notes in the
Company other than in accordance with the
shareholders’ agreernent.

The following transfers of shares and loan notes are
perrnitted without triggering the pre-ermptive rights,
tag along and drag along provisions discussed below:

+ 3 transfer by a shareholder to an associate or
rominee of the shareholder;

+ 3 transfer by a Macguarie European Infrastructure
Fund LP Co-lrwestor to Macquarie European
Infrastruciure Fund LP Luxembourg which takes
place in connection with or following a listing of
securities by Macruarie European Infrastructure
Fund LP; or

+ 3 transfer by Macguarie to Whaley Pty Limited,
in its capacity as bare trustee for the persons listed
in the shareholders’ agreement.

An assodate includes a member of the shareholder's
group of a substantial fund or entity under
management of a member of the shareholder's group.
i the perrnitted transferee ceases to be an assodiate
of the original transferor, the permitied transferee

is deerned to have given a transfer notice under the
pre-emption pravisions {see below) in respect of all

of its shares and loan notes and the sale price wilt

be fair market value.

i the proposed transferee’s primary activity is the
operation, directly or indirectly, of a utility, for exarmple
the distribution and/or supply of electricity, water or
gas in the UK, then the transfer may only be made
with the prior consent of shareholders holding in
aggregate more than 75% of the issued share capital
of the Cornpany {excluding shares held by the
transferring shareholder).

Pre-emption rights exist in the shareholders’ agreement
whereby, upon a notice being given by a shareholder
that it wishes to transfer shares and loan notes, each
non-transferring shareholder has the right to purchase
its proportionate entitlement of the transfersing
shareholder's shares and loan notes.

A shareholder may not transfer shares without also
transferring an equivalent proportion of loan notes.

Tag afong and drag along provisions

i a shareholder (Selling Shareholder) has agreed to
sell shares and loan notes {Tag Along Securities) o

a purchaser in circumstances where the purchaser
{together with any of its assodiates or ather entity with
which it is acting in concert) will acguire more than a
50% interest in the Cornpany, the seling sharehoider
is required to procure that the purchaser makes an
offer (Tag Along Gffer) to all shareholders.



The purchaser will then purchase a proportion of
the Tag Along Securities from each shareholder who
accepts the purchaser's offer equal to the proportion
that the refevant shareholder’s interest represents in
the Cornpany. If any shareholder does not accept
the purchasers Tag Along Gffer, the purchaser may
purchase that shareholder's proportion of the

Tag Along Secarities from the Selling Shareholder.

try addition, if a sharehoider (SeHling Shareholder) has
agreed 1o sell shares and loan notes to a purchaser in
crcurnstances where the purchaser (together with any
of its associates or other entity with which it is acting

in concert) will acquire mare than a 90% interest in the
Company, the Selling Shareholder rnay require that the
other shareholders sell alt of their shares and foan notes
in the Cornpany to the purchaser at a price that is at
teast equal to fair market value.

Change of control

i any person, except for an assogiate of the relevant
sharehotlder, acquires control, directly or indirectly, of
any shareholder, that shareholder will be deemed to
have given a notice 1o all other shareholders under the
pre-emption provisions in respect of all of its shares
and loan notes. The price for the shares and loan notes
the subject of the notice will be fair market value.

i the person acguires controd of a shareholder who
owns rmore than 50% of the issued share capital of

the Company, the shareholder must procure that the
acquiror make a Tag Along Offer 1o purchase the shares
and loan notes of the other shareholders in cash at their
fair rnarket value and on the basis that the number and
nominal value of the Tag Along Securities shall be the
same as the nurmber and norminal value of the shares
and loan notes owned by the procuring shareholder.
The other shareholders then have the choice of whether
to exercise their pre-emption right or to tag along.

Control, for the purposes of the shareholders’
agreement is defined as:

+ in the case of a body corporate, the right to exercise
more than 50% of the votes exercisable at any
meeting of that body corporate, together with the
right to appeint more than half of its directors;

+ in the case of a partnership or imited partnership,
the right 1o exercise rmore than 50% of the votes
exercisable at any meeting of partners of that
partnership or limited partnershipg {and, in the case
of a Emited partnership, control of each of its
general partners);

+ in the case of any other person, the right to exercise
a majority of the voting rights or otherwise to contro
that person by virtue of provisions contained in its
Memaorandum or Articles of Assodiation or, as the
case may be, Certificate of Incorporation or By-laws,
Statutes or other constitutional docaments or any
coniract or arrangerment with any other person; and

+ 3 change of the manager of any shareholder that
is a fund.

Admission or trade sale

i the shares have not been listed on a recognised
investment exchange of if a sale of all the shares to
one or more purchasers as part of a single transaction
or series of related transactions has not occurred within
10 years of the date of the shareholders” agreement,
any shareholder(s) with more than a 35% interest in
the Company may issue a notice to the other
shareholders and the Cornpany that the Cormpany
should seek an admission or sale. Upon receipt of such
& notice, each shareholder must co-operate with and
assist the Company to achieve an admission or sale.

Events of defauft
The following events constitute events of default for
the purposes of the shareholders” agreement;

+ 3 rnaterial breach of the shareholders’ agreement
or the investrent agreerment cccurs prior to the
date on which the acquisition of the gas distribution
network completed {Acquisition Completion
Bate} and the breach rernains un-rernedied;

* 3 party breaches the transfer provisions in the
sharehelders” agreement after the Acquisition
Completion Date and the breach is not rectified: or

+ an insolvency event occwrs in relation 1o a party.

Upon the cccurrence of an event of default in relation
te a shareholder, the other shareholders have the right
to require:

+ that the defaulting shareholder not exercise any right
o attend and vote at meetings of the Company,

+ that any director appointed by the defaulting
shareholder cease to be a director of the Company;
and

+ that the defaulting shareholder sell to non-
defaulting shareholders all or part of the shares and
loan notes held by the defauiting shareholder for
either an arnount equal to 75% of the fair market
value o, in the event of insolvency, the fair market
value of the shares and loan notes.
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Undertakings

The shareholders {other than Macquarie, Macquarie
turopean Infrastracture Fund LB Macguarie Lux and any
rulti-party fund or entity under the Macguarie Group)
{the Relevant Shareholders) undertake not to enter
into any subslantive agreement or arrangement with any
other Relevant Shareholder as a result of which any
Relevant Shareholder would gain direct or indirect
control over the voting of shares and/or the appointment
or removal of directors representing mote than 50% of
the shares or directors respectively frorm tirne to time.

Relationship with Macquarie

For a period of two years after the Acguisition
Completion Date, the shareholders and the Company
will procure that Macguarie shall be the Cornpanys
financial advisor subject to the services being provided
on commetcially fair and reasonable terms.

Distributions

Subject to cornpliance with the terms of the finance
documents, applicable laws and regulations and
adequate provision being made for working capitat
requirernents and Habilities, the Company will distribute
to shareholders the maxirnum amount of available cash
in each financiat year.

Termination
The shareholders’ agreement will terminate on the
eatlier of:

+ the dissolution of the Company;

+ all the shares being held by cne shareholder and
members of its groug;

+ in the event of an admission where all of the shares
are listed on a recognised investrnent exchange; and

+ the agreermnent of all the parties that the agreerment
be terminated.

The agreement will terminate as between a shareholder
and the other parties upon the shareholder ceasing io
hold any shares.

Loan note instrument
On 14 Septernber 2004, a loan note instrument
was made creating loan notes of the Company

Isue of loan notes

The Corrpany will initially issue £5 million floating
rate unsecured toan notes due 30 Septernber 2024

to Macquarie, AMP, CPPIB, DAF Custodian, Macquarie
Lix, Chalienger Life, MSAM, and MSAM2Z in
accordance with the terms of the investment
agreement and the shareholders” agreement.

The Company has the power to issue more notes
ranking pari passu in all respects with the initial notes
in accordance with the shareholders’ agreement.

Repayrnent and redemption of notes

The Company may at any time purchase notes by
tender available to all noteholders on a pro rata basis
in proportion to their holding of notes.

The Company is entitled to redeem all or part of the
notes at par at any time by qiving 30 days written
notice i interest payable on the notes is reasonably
expected ta be treated as a distribution for corporation
taEx purposes.

interest

Untit the notes are purchased or repaid by the
Cornpany, the Company will pay interest at a
percentage rate per annum which is the aggregate

of UBOR plus 6% per annum on the principal amount
twice yearly in arrears on 31 March and 30 September
in each year.

The Campany may defer payment of any amount under
the loan note conditions to the extent that on the due
date for such payment, the Company does not have
sufficient available cashflow to make the full payment.

Events of default

fach noteholder will, by 10 days written notice to the
Cornpany, be entitled to reguire all notes held by all
noteholders to be repaid at par, together with accrued
interest, whilst any of the following is continuing:

+ the Company fails to pay within 14 days of the
due date any principal or interest payable; or

+ an insolvency event occwrs in relation o the
Company.

Option deed

On 31 August 2004, Transco PLC (Setler), MGN Gas
Metworks {Senior Finance) Limited (Purchaser) and
Blackwater 2 Limited (Company) entered into an
opticn deed relating to the acquisition of the entire
issued share capital of the Company

The Purchaser is a wholly owned subsidiary of MGN
Gas MNetworks {UK) Limited.

Cornpletion of the acquisition took place on
1 June 2605,



The agreement contemnplates that the post completion
adjustrnent period will be not longer than about four
ronths {untess the parties cannot agree and an
independent accountant is appointed}, at the end of
which an adjustrnent will be made to the consideration
paid at cornpletion. As a result of this adjastrment, the
Purchaser may either receive an amount back from

the Seller or be liable to pay an additional arnount

to the Seiler.

Conduct pending completion

The Seller undertook that in the period between
signing and completion the Seller and the Company
would carry on their business in the ordinary course
of business. The Seler was to procure that the
Cornpany did not, in relation to the business,
undertake any act which is ocutside the ordinary
couwrse of business and only undertake certain

acts with the consent of the Purchaser.

Integration cornmittee

An integration committee has been established under
the option deed which will facilitate the integration of
the Company into the Purchaser’s group. The Seller and
the Purchaser are each entitled to appoint up to three
people to serve on the integration commitiee,

Warranties and indemnities

The Seller makes certain warranties in relation to,
among other things, the shares of the Company,
habifities incurred and the calculation of the estimated
RAV and the estimated working capital. In addition, by
way of a tax deed of indemnity, the Seller has pravided
the Purchaser with an indemnity in respect of taxation.

Certain restrictions and lirnitations apply to the
Purchaser's right to make a dlain under the warranties
in the option deed and the tax deed, including:

+ the warranties will expire on the date 18 months
from the date of completion;

+ any claim in relation to matiers arising under
the tax deed must be brought within six years
after completion;

* the Purchaser may not bring a claim against the
Seiler unless the aggregate claims are for an amount
greater than £20 million; and

+ the total aggregate lability of the Seller in relation
o dairns brought by the Purchaser against the Seller
for a breach of warranty or under the tax indemnity
will not exceed 25% of the aggregate of the
consideration and the debt amount.

tn addition, the total aggregate liability of the Seller in
relation to daims brought by the Purchaser against the
Seller {except in relation to the warranties or the tax
indemnity) will not exceed 100% of the aggregate

of the consideration and the debt arnount.

Guarantee

The Purchaser guarantees to the Seller and each
mernber of the Seller's groug the due and punctuat
performance of, and the due payment and discharge
of, alt sums and liabilities which are owing or incurred
by the Cormipany to the Seller in respect of the
Cornpany’s cbligations under the option deed and
certain other agreements between the Seller and the
Purchaser. This guarantee remains in place until all

of the guaranteed obligations are fully performed.

Non-solicitation

Fot a pefiod of two years frorn 1 iune 2005, the Seller
undertakes to the Purchaser that it will not, and will
procure that members of Seller’s group will not, solicit
or entice away frorm the employment of any rmember
of the Purchaser’s group any employee in an executive
or managerial position. The Purchaser makes an
identical undertaking in favour of the Seller.

13.5.2 Seed Assets Sale and Purchase
Agreement

CMSL, i its capadcity as trustee of the Challenger
Towers Trust, the Challenger Wales and the West Gas
Trust, and the Challenger North of England Gas Trust
(Selters), and CPN in its capacity as trustee of the

CIF Sub Trusts {Buyers), Challenger Life and CHL as
Responsible Entity of CIF, have entered into a sale
and purchase agreernent in refation to the sale and
nurchase of the total issued share capital of and the
toan notes issued by the Jersey Companies.

Purchase price
The purchase price for each jersey Company, payable
on completion, is as follows:

+ Challenger Towers Limited - $125.5 million
+ Challenger Northern Gas Lirited - $86.6 million

+ Challenger Wales and the West Gas Lirnited
$95.9 milion
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Purchase price adjustments

At the time of acquisition of the Seed Assets by the
CIF sub-trusts, further post- completion payrnents may
be due in relation to the acguisition of Blackwater F
timited which holds the North DN, Challenger Life has
indemnified CIF for these costs.

Guarantes

Challenger Life guarantees the due performance
or tischarge of the obligations and liabilities of the
Sellers under the agreement. CIF gives the same
guarantees in respect of the Buyers.

Warranties and indemnities

The Sellers give various warranties in relation to the
lersey Companies and their title to the Seed Assets.
An indemnity is also given o the Bayers in respect
of certain tax Habilities.

The maximum liability of each Seller under this
agreement is capped at an amount eguivalent to 50%
of the purchase price of each jersey Company and
dlairns under the warranties rnust be brought by the
Buyers within two years of the date of completion of
the sale for general claims and five years for tax claims,

Completion

Completion is conditional upon execution of the Fee
Sharing Agreement, transfer of the Seed Assets to the
lersey Companies and Allotiment of both the Class A
and Class B Securities in full,

13.5.3 Management Agreements

CMSL Management Agreement

Furpose

Under the CMSE Management Agreement, CM5L
will provide certain management services to CIE

Managemert services
CMSL is reguired {o:

+ perform, or supervise the perforrmance of, the day
o day administration of CIF including financial
reporting, unitholder relations, registrar and iransfer
services and other necessary services;

* act as agent of CIF in managing the investrent
portfolio of CIF;

+ act as agent of CIF dispersing and coliecting
CiF's funds, paying its debts and generally fulfilling
CHF's obligations;

+ retain for and on behalf of CIF the services of
accountants, tax advisors, legal counsel, valaers,
registrars, banks and other tenders and other service
providers as and when CMSL deems it necessary
and appropriate for the management and operation
of CIF;

+ establish and operate bank accounts in the name
ot CIF;

* maintain books of account for CIF in accordance
with generally accepted accounting principles and
arrange for the audit of CIFs financial staternents;
and

+ perform any additional services requested by
CIF and agreed to by CMSL

Fransaction advisory services

The services provided under the CMSL Management
Agreement do not include identifying potential
transactions or advisory services, for example advisory
services associated with acquisitions or disposals of
assets, and carrying out any due diigence, negotiation,
financial structuring or other services reguested by

CIF in connection with those acquisitions or disposals.
CIF rnay separately engage CMSL o other advisors to
provide such identification or advisory services.

Fees and expenses

Fot the managernent services, CMSL is entitled 1o &
fee equal to the Base Fee and the Performance Fee
which would be payable to the Responsible Entity
if calculated in accordance with the Constitutions
as drafted as at the Allotment Date.

Subiect to conformity with a takeovers exernption
discussed below, for the first three years CMSEL wilt
take its fees in the form of fully-paid Class A Securities
for any fees payable prior to 30 June 2008 and in the
form of {ully-paid Ordinary Stapled Securities for any
fees payable for the period ending 3G June 2008.
Thereafter, CWSL will take its fees either in cash or

in the form of Ordinary Stapled Securities, at the
discretion of the Responsible Entity,

Payrnent of the management fees in Class A Securities
for the periods ending 30 June 2006 and, if necessary,
31 Decernber 2006 will be deferred until the day
following the Second Instalment Payment Date. The
issue price and number of Securities to be issued shall
be determined as if the issue had not been deferred
from the original payment date (see section 8.3.1) and
the Securities had been issued credited as fully paid.
CMSL will receive cash compensation from CIF for any



Distribttions CMSL would have received had it been
issued the number of Class A Securities on the original
payrment date calculated by dividing its fee entitlernent
by the prevailing market price of Class A Securities on
that date.

i addition to the Base Fee and the Performance Fee,
CMSL is entitled fo reimbursermnent of expenses properly
and reasonably incurred in its performance of the services
under the agreernent. CMSL s not entitled to any other
cornpensation from CIF for providing the services.

Base and Performance Fees will anly be paid in
securities to the Manager and Responsible Entity
if they can rely on a relevant exernption to the
takeovers provisions for the acquisition

{e.g. the 3% creep exemption).

Terrm

The CMSL Managerment Agreernent has a term of
ten years. It can be terminated at any tirne by CMSL
giving one month's written notice to CiF.

The agreement can be terminated immediately at any
tirne by CIF giving notice to CMSL:

* where CMSL has comrmitted a material breach of
the agreernent that has not been remedied for a
period of 188 days, including a material failure to
devote adeguate resources to providing the services
Under this agreement, a matetial failure to provide
the services with a reasonable degree of care,
difigence and skill and a rnaterial failure to cornply
with applicablie laws and the breach has been
niotified in writing by CIF to CMSL within one month
of the breach cccuring. Whete a breach is
incapabtle of being remedied, the breach will be
deerned to be remedied where the Manager is
ready, willing and able to provide the services on
an ongoing basis;

+ where an insclvency event occurs in relation to
CMSE {incdluding being unable to pay its debts as
and when they fall due, having a receiver, liguidator,
administrator or similar officer appointed over all or
part of its business, assets o revenues and/or an
order being made for its winding up) unless CMSL
is withdrawn and replaced within 15 days with a
sirnilarly constituted entity; or

+ where Challenger Life and/or its controlied entities
in aggregate cease to hold {directly or indirectly} at
least 50% of the issued share capital of CMSL

At the end of ten years CMSL may require the
Responsible Entity to put a resoiution to Holders
to extend the agreement for an additional period
of ten years or other period up to ten years agreed
to by the parties.

After the initial ten vears, CIF may terminate the
agrepment at any time by giving notice to CMSL one
month following the passing of a resolution of the
Holders to remove CMSL as manager and terminate
the agreement unless a resolution to extend the
agreement for an additional period beyond the initial
ten year term has been passed by Holders,

Indemmnity

CMSL, its members, employees and their affiliates,
are not liable for any claim, Hability or loss arising in
connection with the provision of the services except
to the extent that such claim, liability of loss is caused
by or contributed to by a breach of the agreerment or
by the negligence, misconduct or bad faith of the
relevant person in providing the services.

CiF wall indernnify CMSL, its mermbers, employees

and their affiliates, against all foss arising in connection
with provision of the services except {o the extent that
sich loss is caused by or contributed to by a breach of
the agreement or by the negligence, misconduct or bad
faith of the indermnified perscn in providing the services.

UK Management Agreement

Furpose

bnder the UK Management Agreement, CG5 UK will
provide certain management services to the Jersey
Companies.

Management services
CGS YK is required 1o

+ perform, of supervise the performance of, the day
o day administration of the jersey Companies
including financial repcrting and other recessary
BTViCes;

* act as agent of the Jersey Companies in managing
the assets held by the Jersey Companies including
providing board representatives for the joint venture
COMpanies;

+ act as agent of the Jersey Cornpanies dispersing
and collecting the Jersey Cormpanies’ funds, paying
its debts and generally fulfilling their obligations;
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+ retain for and on behalf of the Jersey Cornpanies the
services of accountants, tax advisors, legal counsel,
valuers, registrars, banks and other lenders and other
service providers as and when CGS UK deerns it
necessary and appropriate for the managernent and
operation of the Jersey Companies;

+ establish and operate bank accounts in the narne
of the lersey Companies;

+ maintain books of account for the Jersey Companies
in accordance with generally accepted accounting
principles and arrange for the audit of the jersey
Companies’ financial statements if necessary; and

+ perform any additional services requested by the
lersey Cormnpanies and agreed to by CG5 UK,

Feas and expenses

C5S UK is entitled to a fee egual to the Base Fee and
the Performarice Fee payable to the Responsible Entity
under the Constitutions as drafted as at the Allotrment
Date. The amount of this fee payable by the Jersey
Cornpanies when they form part of CIF will be reduced
under the Fee Sharing Agreement described below.

tn addition to this fee, CGS UK is entitled to
reimburserment of expenses propetly and reasonably
incurred in its performance of the services under the
agreement. CGS UK is not entitled to any other
compensation from the lersey Companies for
providing the services.

Terrm

The UK Managernent Agreernent has a term of ten years.
H can be terminated at any time by CGS UK giving one
rmonih's written notice to the Jersey Companies.

At the end of ten years CGS UK may require the Jersey
Cornpanies to procure the Responsible Entity to put a
resolution o Holders to extend the agreement for an
additional period of ten years or other period agreed
to by the parties.

After the initial ten years, the agreement can be
terminated immediately at any time by the Jersey
Companies giving written notice to CGS UK

+ where CG5 UK has comrnitted 3 material breach
of the agreement that has not been remedied for
a pericd of 180 days, including a material failure to
devote adequate resources to providing the services
under this agreement, a material failure to provide
the services with a reasonable degree of care,
difigence and skilt and & material failure to comply
with applicable laws;

+ where an insolvency event occars in relation to CGS
UK (including being unable to pay its debts as and
when they fall due, having a receiver, liquidator,
administrator or similar officer appointed cver all
or part of its business, assets or revenues and/or
an order being made for its winding up) unless
CGS UK is withdrawn and replaced within 15 days
with a similarly constituted entity;

+ where Challenger and/or its controiled entities in
aggregate cease to hold (directly or indirectly) at
least 50% of the issued share capital of CGS UK; or

+ one month following the passing of a resolution
of the Holders 1o rernove CGS UK as manager and
ferminate the agreement unless a resolution fo extend
the agreernent for an additional period beyond the
initial ten year term has been passed by Holders,

fee Sharing Agreement

Furpose

The Fee Sharing Agreement between CMSE, CGS UK,
CLUIE and the Jersey Companies sets out the allocation
of fees payable to CMSL, CG5 UK and CHIL as
Responsible Entity.

Total entitferments to fees
Under the Fee Sharing Agreernent the parties
acknowledge that

+ (LI, as Responsible Entity, is entitled to receive
a Base Fee and a Performance Fee under the
Constitutions of the Trusts {RE Fees).

+« CMSL is entitled under the CIMSL Managernent
Agreement 1o receive management fees equal
10 the RE Fees {CMSL Fees), and

+ CGS UK is entitled under the UK Management
Agreement {0 recefve management fees equal
o the RE Fees {CGS UK Fees}.

Sharing of fees

The Fee Sharing Agreement provides for the fees o
be shared as follows for the term of the agreement
{untess otherwise agreed by the parties):

+ CHL agrees that its entitlernent to fees is reduced
{0 5% of the RE Fees;

+ CMSE agrees that its entitlernent 1o management
fees is reduced to 95% of the CIMSL Fees less any
fees CGS UK has received under the UK
Management Agreement; and



+ (G5 UK agrees that its entitlement to fees is
reduced o £15,000 per annurn or as otherwise
agreed between the parties for 5o long as
CMSL is entitled to receive the CMSL Fees.

Waiver of additional fees

CLIL, CMSL and CGS UK each waive their rights

to that amount of fees payable to them under the
Constitutions, the CMSL Management Agreement
of the UK Management Agreement (as applicable)
which is above the amount of fees payable to them
as determined in accordance with above.

Terrmination
The Fee Sharing Agreement terminates:

+ where agreed 1o by each party;

+ where CLIL is no longer the Responsible Entity
of CIF; or

+ where CMSL or CGS UK is removed under
their respective management agreernents,

provided that on termination CMSL will waive its
entitlemnent to fees under the CMSL Management
Agreement to the extent CG5 UK is entitled to receive,
and in fact receives, fees under the UK Managernent
Agresrment.

13.5.4 Co-investment Agreement
Co-investment rights

Unless it is prohibited from doing so under the terms
of the relevant investment opportunity or applicable
taw, Challenger Life rmust offer CIF the opportunity to
co-invest if Challenger Life proposes to invest in any
entity of asset that fits within CIFs investrment
randate. Challenger Life rust offer to CIF &t feast
30% of the value of the total investrent opportunity
avaitable to Challenger Life, or an equivalent econornic
interest. However, CIF is not obliged to invest in any
such oppottunity

Pre-emption rights

H CIF is subject to a change of control (ncuding CHL or
a related body corporate of CLIL ceasing to be the
responsible entity of CIF, a change of control of CHIL or
the winding up of CIF), Challenger Life rnay require CIF
to transfer some or all of CIF's co-irvestment interests to
Challenger Life at fair value. The transfer will be subject
to any conditions or obligations owing to third parties in
relation to the co-investment interest, applicable law and
reguiatory requirements,

Megotiation of future srrangements

H CIF accepis an offer to co-invest, CIF and Challenger
Life will co-operate to the extent appropriate and
desirable in the investment process, including in
negotiation and the carrying cut of due diligence.
Any cornrnen costs will be shared between CF and
Challenger Life in proportion to their investment
opportunity or as otherwise agreed.

Termination
The agreement will terminate on the earlier of:

+ agreement between the parties;
¢ (L ceasing to be the responsible entity of CIF; or

+ ien years from the effective date, unless extended
for a further period of up to ten years by either party.

13.5.5 Working Capital Facility agreement

CIF has entered intc an agreement with Challenger
tife under which a revolving four year Working
Capital Facility with a facility imit of 1.00% of the
Paid-up Capital of CI, with an absoiute cap of
$7.5 million, will be provided for the benefit of CIF
on arms length terms.

The interest rate will be BBSW + 0.70% per annurm.

To secure this facility, CIF will grant Challenger Life

a fixed and floating charge over the assets of CIE
This charge will also secure obligations of the CIF
Sub Trusts under each Foreign Exchange Transaction.

Exposure under perrmitted financial rmarkets contracts
(including without limitation interest rate hedging and
foreign exchange hedging) with a member of the
Challenger Group for the purpose of hedging wilt
rank par passu with the Working Capital Facility.

Any hedging provided by third parties is to rank
behind the Working Capital Facility.

13.5.6 Foreign Exchange Transaction

CPN as trustee of each of the CIF Sub Trusts has entered
intc & Fareign Exchange Transaction with Challenger Life
pursuant to a 2002 1504 Master Agreement, Schedule
and Confirmation in respect of each CIF Subr Trust.
Under the transactions, CPN will hedge certain
exposures 1o foreign exchange rate fluctuations.

fach transaction commences from the acquisition
of the Seed Assets {expected to be in August 2005},
with the first payment due on 31 Decermnber 2005,
and ends on the final settlement date, with the jast
payrent due on 31 July 2010

Challenger Infrastructure Fund
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Under the Foreign Exchange Transaction, on each
payrent date daring the term:

+ Challenger Life will pay to the relevant CIF Sub Trust
a pre-determined amount of Australian dollars; and

+ the relevant CIF Sub Trust will pay to Challenger Life
a pre-determined amount of British pounds.

The effective annual exchange rate under the Foreign
Exchange Transaction will be £1=%2.4091 on a
consclidated basis.

13.5.7 Subscription Agreement between
Challenger Life and CIF

Challenger Life, through a wholly owned sub-trust,
has agreed to subscribe for 89,991,430 Class B
Securities. The issue price per Class B Security will be
$3.50 per Security payable in two equal instalments.
The first instalment, payable on subscription
completion, is $1.75 per Secdrity. Under the terms
of the Class B Securities, the Second Instalment wall
be payable on 21 August 2006, unless the payment
date is extended by up to six months by the
Responsible Entity.

The parties acknowtedge that the subscription is
pursuant to the terms of the PDS as far as it relates
to Class B Securities.

Challenger is not required to proceed with the
subscription for Class B Securities if, on subscription
cornpletion, CIF is affected by an insclvency event or
Allotment of Class A Securities under the Offer has
not taken place.

Allotment of Class B Securities will occur immediately
afier Allotment in fullt of the Class A Securities offered
under this PDS.

13.5.8 Underwriting Agreement

The Responsible Entity and the Joint Lead Managers have
entered into the Underwriting Agreernent dated 15 July
2005 {the "Underwriting Agreement’}. Under this
agreernent, the loint Lead Managers have agreed to
rnanage the Gffer, and each Joint Lead Manager has
agreed severally to undenwrite 50% of the Class A
Securities to be issued in the Gffer by subscribing for

Hs respective proportion of any shortfall securities and
paying of procuring the payrment of the First Instalment
for those securities. The Joint Lead Managers will not
guarantee or underwrite the payment of the Second
tnstalment.

Fees

bnder the Underwriting Agreernent, the Responsibile
Entity must pay the ioint Lead Managers:

+ an underwriting fee of 2.50% of an amount equal
10 the Class A Securities issued under the Offer,
multiplied by the Offer Price, to be shared equally
between the Joint Lead Managers; and

+ an incentive management fee of $360,437 payable
o each of the Joint Lead Managers.

try addition, the Responsible Entity will pay JPhMorgan

a managerment fee of $1.25 milion by the settlement
date. These fees will only be payable upon successful

completion of the Gffer.

The Joint Lead Managers are entitled to appoint
sub-underwriters, brokers and co-rnanagers to
the Offer at any lime. The Joint Lead Managers
are responsible for any fees payable {0 these
sub-underwriters, brokers and co-rmanagers.

Cost reimbursement

The Responsible Entity rust pay, or reimbugse the joint
tead Managers for, all reasonable out-of-pocket costs
and expenses in relation to the Offer. The Responsible
Entity must pay interest on any amounts owing to the
loint Lead Managers under the Underwriting
Agreement that remain unpaid for more than 30 days
after the amount is invoiced.

Rapresentations and warranties

The Underwriting Agreement contains various
representations and warranties that are custornary for
agrepmaents of this type, including representations and
warranties made by the Responsible Entity. in addition,
the Uinderwriting Agreement contains various
obligations of the Responsible Entity regarding its
conduct in refation to the Offer, including that it must
conduct the Offer in accordance with the transaction
timetable, the Constitutions, the Underwriting
Agreement, this PDS or any other offer document,

the Corporations Act, the Listing Rules and any other
applicable laws,

Responsible Entity’s obligations

The Respensible Entity must also, among other things:

+ until completion of the Offer continue to carry out
its business and not dispose of any material part of
its business or property, and procure that CIF and
certain other Challenger entities do the same,
subject to ordinary course exceptions or as disclosed
ir this PDS,



+ riot, before cornpletion of the Offer, without the
prict consent of the Joint Lead Managers {which
must not be unreasonably withheld or delayed) allot
or agree to allot, or indicate that it may allot or
agree to allot, Class A Secuarities, Class B Securities
or other securities convertible or exchangeabie into
equity, or that represent the right to receive equily,
in CIF other than pursuant to the Offer, the
Underwriting Agreerent, the DRP or as otherwise
referred to in this PDS for 50 days after completion
of the Offer,

+ riot, before cornpletion of the Offer, without the
prict consent of the Joint Lead Managers {which
must not be unreasonably withheld or delayed)
materially vary the terrns of any material contract set
out in section 13 of this PDS, and

+ not materially alter its or CIF's capital structure,
arnend its constitution or the Constifutions or
dispose of all or a substantial part of its or CIF's
business of property, except with the prior written
consent of the joint Lead Managers.

Indemnities

The Responsible Entity has agreed to indermnify the
loint Lead Managers and their affiliates, directors,
officers, employees, agents, advisors and related bodies
corporate from alf losses, clairns, demands, costs,
expenses, damages and liabilities incurred directly or
indirectly as a result of certain events occurring in
relation to the Offer, the PDS or the Underwriting
Agreement. The indemnities are given by the
Responsible Entily subject to the usual limitations in
the cases of fraud, recklessness, wilful misconduct or
neqligence on the part of the indernnified parties or
any failure by such a person to perform its obligations
under the Underwriting Agreernent other than to the
extent the failure is caused by or contributed o the
Responsibie Entity, its officers, employees, advisers

of agents.

Termination

The Joint Lead Managers may terrminate their
obligations under the Underwriting Agreernent upon
the occurrence of & nurnber of events.

i any of the termination events in paragraphs (&) to (B}
below occur before completion or such other relevant
time specified, a Joint Lead Manager, after consulting
with the ather joint Lead Manager, may terrminate all
their obligations under the Underwriting Agreement
by notice 1o the Responsible Entity and the other

loint Lead Manager.

i any of the termination events in paragraphs {rm}

to {cc) below occur before completion of such other
refevant time specified, a Joint Lead Manager, after
consuiting with the other Joint Lead Manager, rmay
terrinate all their obligations under the Underwriting
Agreernent by notice to the Responsible Entity and the
other Joint Lead Manager if it has reascnable and bona
fide grounds to believe and does believe that the event:

+ has ot is likely to have a material adverse effect on:
----- the success or settlerment of the Offer: or

----- the petformance of the secondary market trading
of the Class A Securities within the first two
weeks of trading following guotation of the
Class A Securities; or

+ would give or would be likely to give rise 1o a
material liabitity or contravention of the Joint Lead
Manager in any capacity under any law, requiation,
treaty or administrative action.

i a Joint Lead Manager terminates their obligations
under the Underwriting Agreement, the other Joint
tead Managet may elect to take up the terrminating
loint Lead Manager's rights and obligations under the
Underawriting Agreement,

Ordinary termination events

{2y {responsible entity) the Responsible Entity seeks
o retire or is removed as the responsible entity
of CIFt and/or CIF2, or ASIC of another person
makes an apphication for the appointment of a
ternporary responsible entily of CIFT and/or CIF2
under Part 5C.2 of the Corporations Act; of

{by (Supplementary PDS) the Responsible Entity
issues & supplementary PDS to correct a defective
PDS which is materially adverse from the point of
viewy of & reasonable investor, the circumsiances
of section 1016F of the Corporations Act apply or
the Responsible Entity becomes otherwise required
o issue a supplementary PDS to cotrect a defective
PDS which is materially adverse from the point of
view of a reasonable nvestor; or

(¢} (form of Supplementary PDS) the Responsible
Entity lodges a suppiermnentary PDS with ASIC in
a form that has not been approved by the Joint
Lead Managers in circurnstances required by the
provisions of the Underwriting Agreement relating
o supplementary PDS or fails o comply with the
provisions of the Underwriting Agreement relating
o the supplementary PDS; or

ger infrastructure fund
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{d} (market fall) at any tirne the S&P/ASX 200
industrials ndex falls to a level at or below 50% of
the level as at the close of trading on the date of
the Underwriting Agreement and remains at or
below that level for the shorter of three business
days or until the business day before the Allotment
Date; of

(e} (guotation approvals) approval is refused or not
granted, or approval is granted subject to
conditions other than customary conditions, o
the official guotation of all of the Class A Securities
on ASX or for the Class A Securities to be traded
through CHESS on or before 9 August 2005 (or as
otherwise agreed by the Joint Lead Managers) or if
granted, the approval is subsequently withdrawn,
qualified or withheld: or

{f} (notifications) any of the following notifications
are made:

iy ASIC issues an order (other than an interim
order which does not becorne public) under
section 1020E of the Corporations Act;

fiiy  ASIC holds a hearing under section 1020E(4)
of the Corporations Act {other than a hearing
which does rot becorne publich;

(i an application is made by ASIC for an order
under Part 9.5 of the Corporations Act in
relaticn ta the Offer, the PDS or any other offer
docurnent {other than an application which
does nat becorne public and is dismissed or
withdrawn by ASIC within 5 business days or
18 August 2005 {or as otherwise agreed by the
Joint Lead Managersh or ASIC commences any
irwvestigation or hearing under Part 3 of the
Australian Securities and Investments
Commnission Act 1589 (Cwith) in relation to
the Offer, PDS of any other offer document; or

(ivi arny person (other than the Joint Lead
Managers) who has previously consented {o
the inclusion of its name in the PDS (or any
supplemnentary PDS) withdraws that consent; or

(g} (certificate) the Responsible Entity does not
provide a closing certificate as and when required
under the Underwriling Agreement or a slatement
in a closing certificate is untrue or incorrect in a
material respect; or

(hy (lodgement) the Responsible Entity fails to lodge
this PDS by 15 July 2805 {or as otherwise agreed
by the Joint Lead Managers); of

{1

3

(&

{

(withdrawal} the Responsible Entity withdraws
this PDS o the Cffer; or

{acquisition of assets} an agreement governing
the acquisition of the Seed Assets has been
breached, terminated, rescinded or altered without
the prior written consent of the Joint Lead
Managers, is found to be void of voidable, of 2
condition precedent {other than a condition
precedent in relation to completion of the Offer or
compietion of the subscription agreerment under
which Challenger Life is to subscribe for Class B
Securities) becornes incapable of being satisfied or
waived in the reasonable opinion of the Joint Lead
Manager, prict to two business days after the
Allotrent Date {or such other date agreed by

the parties (acting reasonably}); or

{subscription agreement) the subscription
agreement under which Challenger Life is to
subscribe for Class B Securities, has been
breached, terminated, rescinded or altered
without the prior writtern consent of the Joint Lead
Managers, is found to be void or voidable, or

a condition precedent (other than a condition
precedent relating to cornpletion of the Offer)
becornes incapable of being satistied or waived in
the reasonable opinion of the Joint Lead Manager,
prict 1o 2 business days after the Aflotment Date
{or such other date agreed by the parties

{acting reasonabiy)); or

{insolvency events) any of the following occur
in relation to the Responsible Entity or certain
other Challenger entities, as applicable:

i} an order or an application is made, or a
resolution is passed, for its winding-up,
dissofution, official management or
adrministration;

i) it institutes any proceedings or arrangements
for its liquidation or for the appointment of
3 receiver;

ity a receiver, receiver and managet, administrator
or similar officer is appainted over or a distress
o1 execution s levied over its assets;

{iv) it suspends payment of its debts or is unable
to pay its debts as and when they fall due; or

v) it rnakes or offers to rmake an arrangement
with its creditors or a dass of them.



Material termination events

{rn) (disclosures} a staternent contained in the PDS,
ary other offer document or other public releases
is or becomes misleading or deceptive, or a matter
is ornitted from thern having regard to the
provisions of Part 7.9 of the Corporations Act; or

{n} (disclosures in due diligence report) the due
diligence report, verification material or ary other
information supplied by or on behall of the
Responsible Entity to the Joint Lead Managers in
relation to the Responsible Entity and certain other
Challenger entities or the Offer is or becornes false
of rmisleading or deceptive, including by way of
OHESSIon; of

{0y (adverse change) any adverse change ocours
in the assets, liabilities, financial position or
performance, profits, losses or prospects of CiF,
including any adverse change in the assels,
liabilities, financial position ar performance, profits,
losses or prospects of CIF from those respectively
disclosed in the PDS, any other offer document
of other public releases; or

{py (new circumstances) there occurs a new
circurnstance that arises after the PDS is lodged
that would have been required {o be included in the
PDS if it had arisen before the PDS was lodged; or

(g} (hostilities) hostilities not presently existing
cornirnence (whether war has been declared or not)
of 2 major escalation in existing hostilities occurs
twhether war has been declared or not) involving
any one or more of Australia, New Zeatand, the
United States of America, the United Kingdom,
North Korea, South Korea, the People’s Republic
of China, Indonesia or any member state of the
Ewropean Union or a rnajor terrorist act is
perpetrated on any of those countries or any
diplomatic, military, commercial or political
establishrnent of any of those countries; or

{r} (forecasts} there are not or there ceases to be
reascnable grounds, in the reasonable opinion of
the toint Lead Managers, for any staternent by
the Responsible Entity in the PDS which relates to
future matters {including financial forecasts); or

(s}

{t

{u

(v}

()

{0

{change of taw} there is introduced, or there is a
public anncuncement of a proposal to introduce,
into the Parhament of Australia or any State or
Territory of Australia a new law, or the Reserve
Bank of Australia, or any Cornmonwealih or State
authority including ASIC, adopts or announces a
proposal to adopt a new policy {other than a law
or policy which has been announced before the
date of the Underwriling Agreement), any of
which does or is likely to prohibit, restrict or
regulate the Offer, capital issues, the level or likely
level of valid applications under the Offer or stock
markets; or

{change in officers) any of the Chief Executive

of Challenger Life, Chief Investment Officer of
Challenger Life or Managing Director of CIF, ceases
o hold that position; or

{prosecution) any of the following occur in
relation to the Responsible Entity and certain other
Challenger entities:

iy any director is charged with a crirninal offence;

iy any government agency comrmences any
public action against it or its directors in their
capacity as a director, or announces that it
intends to take such action; or

iy any divector is disqualified frorm managing
a corporation under Part 20.6 of the
Corporations Act; or

{compliance with agreements and regulatory
requirements) a contravention by the Responsible
Entity of the Corporations Act, its constitution,

the Constitutions, a material contract set out in
section 13 of this PDS to which it is a party or

ary of the Listing Rules, or the Responsible Entity
commits a fraudulent act; or

(default) a default by the Responsibile Entity or
CIFt andfor CIFZ in the performance of any of

its obligations under the Underwriting Agreement
occurs, including in respect of any of the
conditions precedent to the Underwriting
Agreament; of

{representations and warranties} a
representation or watranty contained in this
agreement on the part of the Responsible Entity
is breached or becomes not true of comect; or

Challenger Infrastructure Fund
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{ys (timetable) the Offer is not conducted in
accordance with the transaction tirnetable or any
event specified in the transaction tirnetable is
detayed for more than 5 business days without
the pricr written consent of the Joint Lead
Managers (which must not be unreasonably
withheld or delayed); or

{z} (unauthorised alteration} the Responsibie Entity
alters its or CIF's issued capital or disposes or
attemnpls to dispose of a substantial part of the
business or property of CiF without the prior
writien consent of the Joint Lead Managers {which
must not be unreasonably withheld or delayed); or

{(aa) (charges} the Responsible Entity or any of its
related bodies corporate charges, or agrees to
charge, the whole or a substantial part of the
business or property of CIF other than:

iy 2 charge over any fees or commissions
to which the Responsible Entity is or will
be entitled;

iy as disciosed in the PDS; or

{iiiy as agreed with the Joint Lead Managers
{acting reasonably); or

{bb (disruption in financial markets) any of the
following occurs:

iy a general moratorium on cornmercial banking
activities i Australia, the United States of
America or the United Kingdom is declared
by the relevant central banking authority in
any of those countries, of there is & material
disruption in commercial banking or security
settlermnent or clearance services in any of
those countries;

iy any adverse effect on the finandial markets
in the United States, Australia or the United
Kingdom, or in foreign exchange rates or any
development involving a prospective change
in political, financial or economic conditions
irr any of those countries;

fiiiy trading in all securities quoted or listed on
the ASX, the London Stock Exchange or the
MNew York Stock Exchange is suspended or
lirnited in a material respect for one day on
which that exchange is open for trading; or

{coy (ransaction documents) any of the
Constitutions, the constituent documents of
the Jersey Cornpanies or CIF Sub Trusts, the
Woarking Capital Facility of the Foreign Exchange
Transaction, is not entered into or adopted by the
relevant parties cne of these contracts is breached
of terrinated, rescinded or aliered without the
priot wriltten consent of the loint Lead Managers,
of is found to be void or voidable,

13.5.9 Voluntary Escrow Agreement
Challenger Life and its wholly owned sub-trast

{CL2 Sub) entered into a voluntary escrow deed with
the Responsible Entity in respect of 83,991,430 Class B
Securities held by CL2 Sub (Challenger Life Escrow
Deed).

Under that deed, CL2 Sub may not dispose of, create
security interests in, of do o ornit to do an act that
would have the effect of transferring ownership or
contral of the Class B Securities between the Allotment
Date and 31 Becember 2006, Sirnilar restrictions apply 1o
Challenger Life's indirect interest in the Class B Securities.
These restrictions are subject to the following exceptions:

+ approval pursuant to item 7 of section 611 of the
Corporations Act of an acquisition as a result of
which a person’s voling power in Class A Securities
increases to more than 50%;

+ CIF being the subject of a merger implernented
either by arnendment of the Constitutions by special
resclution of Holders;

+ the bidders voting power in Class A Secarities
becornes greater than 50% during the bid period
of a takeover bid which:

----- is for Class A Securnties; and

----- extends to Class B Securities which become
Class A Securities during the offer pericd: or

+ the tfransferee of the Class B Securities is an associate
or related body comorate of Challenger Life, CL2 Sub
{or a trust managed by one of those persons) and the
transferee enters into an escrow deed on similar terms,

CMSL and CHL {in its personal capacity} have entered
into a voluntary escrow deed with the Responsible
Entity in respect of any Class A Securities issued to
thern in lieu of rmanagement fees {refer to section 8.3}
for the period up to 31 December 2006 {(Manager
Escrow Deed). The Manager Escow Deed is subject
to the same exceptions as those set out above in
relation to the Challenger Life Escrow Deed,



13.6 Distribution payment procedures
and DRP

The Responsible Entity may determine to pay all
Distributions to Holders in the form of a direct credit
to an Australian bank account only.

The Responsible Entity has established a DRP to provide
Holders with the choice of reinvesting some or all of
their Distributions at & discount to the prevailing
market price rather than receiving those Distributions
i cash. The Responsible Entity rmay decide for which
Distributions, if any, the DRP will be available.

it is currently intended that the DRP will be
operational for Distributions payable for the hatf-year
ended 30 june 2006. However, the Responsible Entity
reserves the right to suspend the commencerment of
the DRP in its absolute discretion. For example, the
Responsible Entity may do so in cifcumsiances where
it has deferred the Second Instalrment Payment Date.

Some of the principal features of the DRP are:

+ Holders may elect to participate in the DRP for all
or sorme of their Securities. A Holder may join,
vary participation in, of withdraw from, the DRP
as provided under the rules of the DRP;

+ Holders whose registered addresses are ouiside
Australia rmay not participate in the DRP where the
Responsible Entity determines that the making of
the offer or the issue of Securities to them under
the DRP would be unreasonable;

* Securities will be allocated under the DRP at a
discount of up to 10.0% (as determined by the
Responsible Entity frorm time 1o time} to the market
value. The market value is the arithmetic average of
the daily volurne weighted average sale price of
Securities sold on ASX during a specilied number of
business days before the date determined by the
Responsible Entity and if that market value is based
on partly-paid Securities, plus 150% of the uncalled
arnount {"Allocation Price');

+ the Responsible Entity wili determine whether
Securities to be allocated under the DRP will be
newly issued Securities or Securities acquired on
market for transfer to Holders under the DRP; and

* until the end of 30 June 2008 all Securities issued or
fransferred pursuant to the DRP will be in the form
of Class A Securities. Challenger Life, as a Holder of
Class B Securities, will be able to participate in the
issue of Class A Securities pursuant to the DRP on
the sarne terms as Holders of Class A Securities.

All Securities newly issued or acquired on rmarket and
transferred to participants under the BRP will rank
equally in all respects with all other issued Securities.
The Responsible Entity will apply for guotation on ASX
of Securities newly issued under the DRP

Once Securities allocated under the DRP are allocated
to DRP participants and guoted on ASX, they rmay be
sold by the Holder to whorn they are allocated.

Participating Holders will be sent a statement after
each issue of new Securities or transfer of existing
Securities under the DRP giving details of their
participation in the DRP,

Holders participating in the DRP pay no brokerage,
cotamission of other transaction costs on Securities
allocated under the DRP. The Responsible Entity has
the discretion to have any issue or transfer of Securities
under the DRP underwritten or sub-underwtitten,
either by an unrelated or related party of the
Responsible Entity.

13.7 Privacy

The Responsible Entity will collect personal information
frorn you in order o process your Application, adrminister
your investrient and provide you with services relating
to your investrment. To do that, the Responsible Entity
may disclose your personal information to agents,
coniractors, or third party service providers to whom

the Responsible Entity outsources services such as
railing functions. The Responsibie Entity rmay also use
your personal infarmation to tell you {including by email)
about other products and services offered by the
Responsibie Entity or the Challenger Group. H you do
not provide the Responsible Entity with your personal
information, the Responsible Entity cannat process your
Application, administer yoar investment and provide you
with services relating to your investrnent.

Where permitied by law, including the Privacy Act
1988 (Cth), the Responsible Entity, any other member
of the Challenger Group, and third parties such as
investrnent advisors and brokers acting on your behalf
("Parties’) may exchange with each other any
information about you including:

+ any information provided by you in the
Application Form;

ger infrastructure fund

+ any other personal information you provide 1o
any of the Parties or which they otherwise lawfully
obtain about you; and
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i the Responsible Entity engages anyone to do
something on its behalf {e.g. a rhail house or data

processors {'Service Provider') then the Responsibie
Entity and the Service Provider rnay exchange with
each other any information referred to above for any
of the purposes referred to above.

The Responsible Entity might give any information
referred 1o abave to entities other than the Parties and
the Service Providers where it is required or allowed by
taw or where you have otherwise consented.

By signing the Application Form, you agree that any
information referred to above can be used by the
Parties and any Service Provider for the purposes
rmentioned above and for planning, product
development, research purposes, and statistical
analysis. You also consent for the purpases of the
Spam Act 2003 {Cth) to receiving cormmercial electronic
rmessages from the Responsible Entity or other entities
as mentioned above.

You can gain access to personal information that the
Responsible Entity holds about you in accordance with
the Privacy Act 1988 {Cih). if you would ke to make a
request for access, please contact the Registry If you
have concerns about the completeness and accuracy of
the information the Responsible Entity has about you,
you should contact the Responsible Entity and request
that it takes steps to correct it.

For further information on the privacy and information
handling practices of the Responsible Entity and
Challenger, please refer to the privacy statement which
is available at www challenger.com.au.

13.8 Ethical considerations

CIF does not take into account labour standards

or environmental, social or ethical considerations
for the purpose of selecting, retaining or realising
CIF investments.

13.9 Interests and consents
of advisors

The fees below are payable by CIF in respect
of the Offer.

12.9.1 Accountant

Ernst & Young Transaction Advisory Services Lirnited
has prepared the Independent Accountant’s Report on
the Compilation of the Forecast Financial Information
iy section 12.1. The Responsible Entity estimates that it
will pay appraximately $250,000 (excluding GST, costs
and disbursernents} fo Ernst & Young Transaction
Advisory Services Limited.

Ernst & Young Transaction Advisory Services Limited
has given and has not, before the lodgement of this
PDS with ASIC, withdrawn its writlen consent o be
narned i this PDS and to the inclusion of the
ndependent Accountant's Report on the Compilation
of the Forecast Financial Information in section 12.1
in the fonm and context in which it s induded.

Ernst & Young Transaction Advisory Services Lirmited
has not authorised or caused the issue of this PDS and
takes no responsibility for any part of this PDS other
than references {0 its name and the Independent
Accountant’s Report on the Cornpilation of the
Forecast Financial Information in section 12.1.

13.9.2 Taxation Advisor

Ernst & Younyg has prepared the Taxation Report in
section 12.3. The Responsible Entity estimates that
it will pay approximately $250,000 (excluding G5T,
costs and disbarsements) to Ernst & Young.

Ernst & Young has given and has not, before the
todgernent of this PDS with ASIC, withdrawn its
written consent to be narned in this PDS and for the
inclusion of the Taxation Report in section 12.3 in the
form and context in which it is incduded. Ernst & Young
has not authorised or caused the issue of this PDS and
takes no responsibiility for any part of this PDS other
than references 1o its name and the inclusion of the
Taxation Report in section 12.3.

12.2.3 independent valuation expert

PricewaterhouseCoopers Securities Ltd has prepared
the Independent Valuation Report in section 12.2.
The Responsible Entity estimates that it wilt pay
approximately $200,000 {excluding GST, costs

and disbursernents) to PricewaterhouseCoopers
Securities Ltd.



PricewaterhouseCoopers Securities Lid has given and
has not, before the lodgement of this PDS with ASIC,
withdrawer its written consent to be named in this PDS
and for the inclusion of the Independent Valuation
Report in section 12.2 in the form and context in
which it is included. PricewaterhouseCoopers Securities
Ltd has not authorised or caused the issue of this PDS
and takes no responsibility for any part of this PDS
other than references to its name and the inclusion

of the Independent Valuation Report in section 12.2.

13.9.4 joint Lead Managers

PMorgan and Citigroup, in their capacities as Joint
tead Managers, and IPMorgan in is capacity as
Financial Advisor, have given, and have not, belore

the lodgernent of this PDS with ASIC, withdrawn their
written consent to be named in this PDS i the form
and context in which they are included. JPMorgan and
Citigroup have not authorised or caused the issue of
this PDS and do not rnake, or purport to make, any
staternent in this PDS, nor is there any statement said
to be based on a statement by JPMorgan or Citigroup,
other than as noted above. To the maxirnum extent
nermitted by law, JPMorgan and Citigroup disclaim and
take no responsibility for any part of or any statements
iy of omissions from this PDS.

The Responsible Entity has agreed to pay JPMorgan
and Citigroup amounis referred to in section 13.5.8 for
their services as underwriters.

13.9.5 Co-Managers

Citigroup Wealth Advisors Pty Limited, Comrmonwealth
Secdrities Lirnited and Ord Minnett Lirnited have given,
and have not, before lodgement of this PDS with ASIC,
withdrawn their written consent to be named in this
PDS in the form and context in which they are
included. None of the parties named in this section
have authorised or caused the issue of this PDS and
they do not make, or purport to rnake, any stalernents
of representations in this PD5. To the maximum extent
perrnitted by faw, each of the parties named in this
section disclain and take no responsibility for any part
of of any staterments in or omissions from this PDS.

13.2.6 Legal Advisor

Blake Dawson Waldron has acted as Australian legal
advisors to CiF in relation 1o the Offer. The Responsible
Entity has paid of has agreed to pay to Blake Dawson
Waldron approximately $420,000 (excluding G5T, costs
and disbursementss for these services to the date of
this PDS. Further amounts may be paid to Blake
Bawson Waldron in accordance with it normal time
and attendance charges.

Blake Dawson Watdron has given and has riot, before
the lodgement of this PDS with ASIC, withdrawn its
wiitten consent to be narmed in this PDS in the form
and context in which it is included. Blake Dawson
Waldron has not authorised of caused the issue of this
PDS, and expressly disclaims and takes no responsibility
for any part of this PDS other than references to it

13.10 Reporting to Holders

CIF will provide regular communication to Holders,
including publication of:

» CIFs half-yearly report which provides an update
on the investmenis held, operation of CIF, and
performance for the period;

+ (IFs annual report with audited finandial staterments
for each financial year ending 30 June;

* Distribution statemernts;
s annual iaxation staterments; and
+ any continuous disclosure notices given by CIE

CIF will alsc have a website that will provide up to
date information on CIF induding current Security
prices, access {0 half-year and annual reports and
Distribution information.

CIF, as a disclosing entity, will be subject to regular
reporting and discosure obligations. Copies of
documents lodged with ASIC in refation to CIF may
be cbiained from, or inspected at, an ASIC office.

You also have the right to obtain a copy of each annual
report, half-yearly report and any continuous disclosure
notice from CIF free of charge.

As at the date of this PDS, CIF has not lodged with
ASIC any annual repart of half-year report with ASIC
and has not given any continucus disclosure notices
to ASX
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13.11 Customer service and
complaints

Custormer service representatives are available between
#.30arm and 5.30pm [AEST), from Monday to Friday, by
calling the Regisiry on +61 2 8280 7111, For investment
advice, please see your financial advisor 1f you have a
concern, please write to CIF at the address set out below
or calt the Complaints Manager 1o register your
complaint by telephone on 02 9994 7000, CIF will
acknowledge your concern, investigate it and report
back to you.

The Complaints Manager

Challenger infrastructure Fund

/o Challenger Listed investments Limited
GPO Box 3658

Sydney NSW 2001

H you are dissatisfied with CIF'S response, you may
raise the matter directly with the Financial industry
Complaints Service ('FICS’). lis contact details are;

Financial industry Complaints Service Limited
PO Box 579

Collins Street West

Melthourne VIC 8007

Telephone 1300 780 808

Before you contact FICS, first iry to resolve your
concern with CIF by contacting the Cormplaints
Manager either by telephone or in writing.






$org Australian dollars or cents as the case rmay be

Acquisitims infrastructure or related assets acquired by CIF other than the Seed Assets
Ad}usted Eguity Value Equity Value less Uncommutied Cash

AEﬁT e Augtraiian Eas{@rﬂ S‘[aﬂdard Tm’}g‘_&

AGAAP """"""""""""""""""""""""""" Australian generally accepted accounting principles

AiFRS """"""""""""""""""""""""""" Australian equivalents to International Financial Reporting Standards
Aiiocation """""""""""""""""""""""" Allocation of Securities pursuant to this PDS

Aiiotmem e Allotment of Securities pursuant to this PDS

Aiiotment Bate e 19 August 2005, unless varied by the Responsible Entity

Appiicant{s) o A person or entity that submits an Application Form

Appiication B A correctly completed Application Form and attached Application Monies

Application Form .. BEERIRERTT

The form used to apply for Class A Securities, whether received in hard
copy or downloaded from www.challenger.com.au/infrastractureFund

.' - The cheque attached to the Application Form which should be crossed
not negotiable’ and made payable to 'CLIL as RE of the Challenger
infrastructure Fund’

Applica

ASEC Australian Securities and Investments Commission

ASX .............................................. Australian Stock Exchange Limited (ABN 98 008 624 691
A‘i’o e Augtraiian Ta)(a{ioﬂ thc@

BAC .Ccmmittee R The Board audit and compliance committee of CHL

Base Fee I The base managerment fee as described in section 8.3
BBC e Th@ Br”:;sh B;Dadcasting Commission

The Australian Financial Markets Association’s bank-bill reference rate

The SEP/ASX 200 Industrial Accumulation Index

The benchmark return as described in section 8.4

Board of Directors of CHIL

An Application for Secarities by a retail client of a Participating Broker
who has been given a firm allocation of Securities

The Offer of Securities to the Australian clients of Participating Brokets

Capital expenditure

Crown Castle UK, one of the UK’ leading providers of communications
transmission services

CGES UK Challenger Group Services UK Limited {Cormpany number 042 441 27}
Challenger T Challenger Financial Services Group Lirmited (ABN 85 106 842 371)
Chalienger Group T Challenger and its subsidiaries

Challenger Life T Challenger Life No. 2 Limited (ABN 44 072 486 938}

Chalienger Northern Gas Limited A company incorporated i Jersey which holds a 5.8% interest in North DN

Challenger Infrastructure Fund

Challenger Towers Limited A company incorporated in jersey which holds a 6.3% interest in ntl Broadcast
Challenger Wales and the R A company mcorporated in Jersey which holds an 8.6% mterest in Wales
West Gas Limited ™ 2 the West DN

—
B
=]




Challenger Wine Trust {ARSN 92 560 060)

Challenger Wine Trust

CHESS

Clearing house electronic sub-register system

A measure of customer attrition. The churn rate is defined as the number
of custormers who discontinue a service during a given period divided by
the average total number of customers over the sarne period

Challenger Infrastructure Fund, which cormprises two stapled managed
investment schemes: CIF 1 and CiF 2

Challenger infrastructure Fund information Line on 1800 114 027

CIF nvestment Trast 1 {ARSN 114 139 703)

CIF nvestment Trast 2 {ARSN 114 139 632)

The CIF UK Towers Trust, the CIF Wales and the West Gas Trust and the
CIF North of England Gas Trust which will be wholly owned by CIF 1 at
Allotment Date.

Citigroup Global Markets Australia Pty Limited {ABN 64 003 114 832,
AFSL number 240952)

Part of the Wireless Solutions division of ntl Broadcast. it provides enhanced
celtular coverage in dense wrban areas at street level

CKt

Cheung Kong nfrastructure Holdings Limited

Class A Securitylies)

The Class A Securities issued by CIF {0 new investors under the Offer

Class B Security(ies)

The Class B Securities issued by CIF to Challenger Life

CLiL ' Challenger Listed Investments Lirnited (ABN 94 §55 293 644, AFSL 236887}
Closing Date 12 August 2005, or as otherwise determined by the Responsible Entity
R Challenger Managernent Services Limited {(ABN 29 92 382 842, AFSL 234678},

Manager of CIF

The management agreement relating to CIF described in section 13.5.3

CMSL Management Agreement

Corinvestment Agreement. =~

The Co-investment Agreernent between CIF and Challenger Life described
in section 13.5.4

Citigroup Wealth Advisors Pty Lirnited, Commonwealth Securities Limited and
Ord Minnett Limited

The constitutions of CIF 1 and CIF 2

Corporations Act 2001 (Cth)

CPN

Challenger Property Nominees Pty Limited (ABN 39 091 336 793}

The Directors of CLIL

The distributions rrade half-yearly to Holders, whether received in cash or
additional Securities

The net income of CIF for each financial vear in accordance with section 95(1}
of the income Tax Assessment Act 1836 {Cth), plus any other arnounts which
the Responsibie Entity considers appropriate for distribution for that financial
year, which may include income or cagital, or both

BN Gas Distribution Network
DRP The dividend reinvesiment plan as described in section 13.6
bso Digital Switch Over
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Challenger Infrastructure Fund

Direct 1o Home

Digital Terrestrial TV

Earnings before interest, iax, deprediation and amortisation

B - The afithmetic average of the daily volume weighted average price of Class A

Securities {or Ordinary Stapled Securities) on ASX multiplied by the number of
Securities {or Ordinary Stapled Securities) outstanding

The fee sharing agreement between CLIL, CMSL and CGS UK as described
in section 13.5.3

A 12 month period ending 30 june, unless stated otherwise

The first instatrment of $1.75 per Class A Security under the Offer and on
Challenger Life's subscription for Class B Securities, payable on Application,
untess specified otherwise

Period from Allotrment Date to 30 lune 2006

The foreign exchange transactions between CPN as trustee of the CIF Sub Trusts
and Challenger Life described in section 13.56

Foreign Tax Credit

As defined in the A New Tax System {Goods and Services Tax} Act 1999 (Cth)
fas amended)

Owners of Class A, Class B or Ordinary Stapled Securities, collectively, unless
specified otherwise

internaticnal Finandal Reporting Standards

Part of the Wireless Solutions division of nil Broadcast. it provides indoor celiular
installations to enharice operator coverage inside buildings, such as shopping
centres and offices, which have high traffic demands

Nan-executive directors of CLIL who do not hold a board position for any
other entity within the Challenger Groug

o

The initial public offering of CIF including the listing of CiF on ASX and
gquotation of Class A Secudrities issued under this PDS

kstier

CLH, as the Responsible Entity

Jersey.

Each of Challenger Towers Limited, Challenger Northern Gas Lirnited and
Challenger Wales and the West Gas Limited, each being a company
incorporated in jersey

Citigroup and JPMorgan

IPhorgan 1P Morgan Australia Limited {ABN 52 002 888 011, AFSL 238188)
UBOR London inter Bank Offer Rate
Lsting Rules The Listing Rules of the ASX

Macguarie Bank

Macquarie Bank Lirmnited {ABN 46 §0B 583 542)

Macquarie Cormmunications

Macquarie Comrnunications Infrastruciure Group comprising Macquarie
Communications infrastructure Trust (ARSN 181 048 293} (responsible entity
Macquarie Cornmurnications infrastructure Management Limited

{ABN 29 066 047 7383}, Macquarie Cornmunications Infrastructure Limited
{ABN 18 084 388 983; and Macguarie Comwnunications Infrastracture
Bermuda Limited




Macguarte European -

nfrastruciure Fund or MEIF

Macquarie European Infrastructure Fund operated by Macquarie nvestment
Management (LK) Limited

CRASL

A digital TV transmission and channel combining unit

Megawatt hour

Has the meaning given to it in the Independent Valuation Report in section 12.2

NGT

National Grid Transco ple

North of England Gas Distribution Network

National Transcomrmunications Lirnited, known as Argiva from 1 June 2005

A company bisted in the United States which previously cwned ntl Broadcast

National Transmission System

The Dffice of Communications established under the Communications Act 2063
(UK} to consolidate the Office of Telecommunications {Oftel}, the independent
Television Cornmission {ITC), the Broadcasting Standards Commission, the Radio
Authority and the Radiocommurications Agency inte a single reguiator

The invitation to apply for Class A Securities pursuant to this PDS

$3.50 per Class A Security under the Offer

Ofgem

The UK Office of Gas and Electricity Network Markets

Opening Date

25 July 2005, of as otherwise determined by the Responsible Entity

Ordinary Stapled Securities

The securities arising from Class A Securities and Class B Securities from 1 July 2008

Paid-up Capital

The total consideration received by CiF for all outstanding Securities, calculated
from time to time

Brokers who are offered a firm allocation of Securities under the Offer including
the loint Lead Managers and Co-Managers

DS

This Product Disclosure Staterment dated 15 July 2005

The perforrmance fee as described in section 8.3

Performance Fee

Playout

Aggregation of content and other related services into a single stream of
transmission

The public safety division of ntl Broadcast which provides services to emergency
organisations such as the police, ambuiance and fire services

RAV

Regulated Asset Value
Registry S ASX Perpetuat Registrars Limited {ABN 54 083 214 537}
Repex Replacement expenditure

Responsible Entily

CLH, as responsible entity of CIF

R

Retail Price Index, a measure of inflation

The second instalment of $1.75 per Class A Security under the Offer and on
Challenger Life's subscription for Class B Securities, payable on the Second
instalment Payment Date

271 August 2008, unless deferred by the Respeonsible Entity

The date at which a person is taken to hold Securities for the purposes of
determining whether that person is required to pay the Second instalment

Challenger Infrastructure Fund
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N Challenger Infrastructure Fund

Class & Securities and Class B Secuarities, collectively, unless specified otherwise

Seed Assets

CIFs investinents in nil Broadcast, the North DN and the Wales & the West DN

Taxgtion Report

The taxation report prepared by Ernst & Young, as set out in section 12.3

TFN Tax File Number
R Television

TWh Terawatt hour
UK United Kingdam

The management agreement relating to the lersey Companies described in
section 13.5.3

UK Manager

CGEsS UK

Uncommitted Cash

Cash not cornrmitted to pay a pending Distribution or to fund a proposed
acguisition for which a contract has been entered into or which has been
announced io the market

 The Underwriting Agreement between the joint Lead Managers and the

Responsible Entity described in section 13.5.8

 The first ten business days for which the Securities {Ordinary Stapled Securities

from 1 july 2008) are quoted on an “ex’ basis for the Distribution whose record
date is closest to the end of the fee period. The Responsible Entity can elect that
the Valuation Period be the last 10 business days of the fee period

In respect of Challenger Life, the Challenger Life Escrow Deed described in
section 13.5.9 and, in respect of the Manager and the Responsible Entity,
the Manager Escrow Deed described in section 13.5.9

Weighted Average Cost of Capital

Wales & the West Gas Distribution Network

The facility extended to CIF by Challenger Life described in section 13.5.5




Corporate directory

Respeonsible Entity

Challenger Listed Investments Limited
tevel 41, Aurora Place

28 Phillip Street

Sydney NSW 2008

Financial Advisor and Joint Lead Manager

JPMorgan Australia Limited
tevel 32, Grosvenor Place
225 George Street

Sydney NSW 2008

Independent Accountants
Ernst & Young Transaction
Advisory Services Limited
Ernst & Young Centre

630 George Street

Sydney NSW 2008

Co-Managers

Citigroup Wealth Advisors Pty Limited
tevel 40, Citigroup Centre

2 Park Street

Sydney NSW 2008

Commonwealth Securities Limited
bevel 18

363 George Street

Sydney NSW 2008

Ord Minnett Limited
Level B, NAB House
255 George Street
Sydney NSW 2008

Manager

Challenger Management Services Limited

Level 41, Adrora Place
88 Phillip Street
Sydney NSW 2000

Joint Lead Manager

Citigroup Global Markets Australia Pty Ltd

Level 40, Citigroup Centre
2 Park Street
Sydney NSW 2000

Tax Advisor

Ernst & Young

Ernst & Young Centre
580 George Streat
Sydney NSW 2000

Legal Advisor

Blake Dawson Waldron
Level 36, Grosvenor Place
225 George Streat
Sydney NSW 2000

Registry

ASX Perpetual Registrars Limited
Level 8, 580 George Street

Sydney NSW 2000

CIF Infoline

Telephone: 1800 114 027

Open Monday to Friday from 8 30ar to
5.30pm from the date this PDS is lodged
with ASIC until 23 August 2005,







