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The financial report is presented in Australian dollars.

SP! Networks (Gas) Ply Ltd is a company limited by shares, incorporated and domiciled in Vicloria, Australia. ts registered office and
principal place of business is:

Level 31, 2 Scuthbank Boulevard

Southbank, Victoria 3006
Australia

A description of the nature of SPI Networks (Gas) Pty Lid's operations and its principal activities is included in the Directors’ report.

The financial report was authorised for issue by the Directors on 5 July 2010.



SPI Networks (Gas) Piy Ltd

Directors' report

The Directors of SPI Networks (Gas) Pty Ltd {"the Company") present their report on the special purpose financial report of the
Company for the financial year ended 31 March 2010.

The immediate parent of the Company is SPI (No.9} Pty Ltd. The ultimate Australian parent of the Company is SP Australia Networks
(Distribution) Ltd (*SP AusNet Distribution”), a company incorporated in Australia, which is part of a listed stapled group trading as SP
AusNet. SP AusNet comprises the Stapled Group of SP AusNet Distribution and is subsidgiaries, SP Australia Networks
{Transmission) Ltd ("SP AusNet Transmission”} and its subsidiaries, and SP Australia Networks (Finance) Trust (“SP AusNet Finance
Trust’). The Stapled Group is also referred to as the SP AusNet Group.

The immediate parent of SP AusNet Distribution is Singapore Power International Pte Lid, a company incorporated in Singapore, a
wholly-owned subsidiary of Singapore Power Ltd. Singapore Power international Pte Ltd owns 51 per cent of the issued shares in
SP AusNet Distribution as part of its ownership of 51 per cent of the securities issued in SF AusNet.

The uitimate parent is Temasek Holdings (Private) Limited (a company incorporated in Singapore). Temasek Holdings (Private)
Limited's sole sharehoider is the Minister of Finance (Incorporated), a body corporate under the Minister for Finance (Incorporation)
Act, Chapter 183 of Singapore.

Directors

The persons listed below were Directors of the Company during the whole of the financial period and up to the date of this report
unless ctherwise noted.

Nino Ficea (Managing Director)
Norman Peter Drew

Geoff Nicholson

Principal activities

The principal activity of the Company is Gas distribufion, the delivery of natural gas to approximately 572,000 consumer connection
points over 60,000 square kilometres in central and western Victoria including some of Melbourne's western suburbs.

Dividends

No dividends were paid andfor approved to members during the financial year.

Review of operations

A summary of the Company's revenues and results is set out befow:

2010 2009

M $M

Revenue 184.8 174.4
Profit/{loss} before income tax (13.5) 30.0
income tax {expense)/benefit 41 (9.0)
Profiti{loss) for the year 04 219



SPI Networks (Gas) Pty Ltd

Directors' report

Discussion and analysis for the year ended 31 March 2010

This discussion and analysis is provided fo assist readers in understanding the special purpose financial report.
Income statements

The Company achieved a net loss affer tax of $9.4 million for the year ended 31 March 2010,

Revenues were favourably impacted by the annual regulated price adjustments at 1 January 2009, and by strong growth in customer
numbers offset by milder weather condgitions. As at 31 March 2010, SP AusNet had 571,678 customers connected fo its gas
distribution network representing an increase of 17,181 or 3.1 per cent during the year. Total gas delivered through the network was
71.4 PJ, & decrease of 5.2 per cent over the previous corresponding financial year.

The Company's cusrent year results were impacted by the charging of consulfing services by a related party. An agreement was
entered into with SPI Networks Pty Lid effective from the start of the year for the charging of these services.

Financial position

The Company's fotal assets as at 31 March 2010 were $1,542.3 million comprising principally of property, plant and equipment of
$1,194.3 million, iniangible assets were $237.3 million and current receivables were $110.5 million,

Current liabilities as at 31 March 2010 were $8.5 million comprising of payables of $3.9 million and provisions of $2.6 miilion.
Non-current fiabilities as at 31 March 2010 were $1,544.8 million comprising principally of borrowings of $1,392.9 million,

Shareholders’ equity was a deficiency of $9.0 million as at 31 March 2010. During the year an additional $406.0 million shares were
issued. The Company's fiabilities exceed its assets due primarily to the interest expense incurred on the long-term related party
borrowings. However this special purpose financial report has been prepared on a going concern basis as a large portion of the
Company's total fiabilities are related party borrowings with entities within the SP AusNet Group and the Company has access to
financing through SP AusNet's common or cenfral funding vehicle ("CFV").

Cash flow statements

Net operating cash infiows for the year ended 31 March 2010 were $17.4 million, a decrease of $40.2 million on the comparative
period.

Net outfiows from investing activities of $71.8 million resulted primarily from payments for property, plant and equipment.

The net inflow from financing activities of $54.4 million resulted primarily from the repayment of borrowings, and the cash compoenent
of the proceeds from shares issued during the period of $408,0 million.

Climate Change

The National Greenhouse and Energy Reporting Act 2007 was passed in September 2007 ‘o establish a mandatory corporate
system for the reporting of greenhouse gas, energy production and consumption. Corporations that meet thresholds as determined
by the legislation are reguired to report. The reporting period commenced on 1 July 2008, and covers the Australian financial year.
Corpoerations meeting or exceeding the thresholds were required to register by 31 August 2009 and lodge their first fulf report by 31
October 2009, SP AusNet meets the current thresholds under the National Greenhouse and Energy Reporting ("NGER") framewark
and lodged its first full report with the Department of Climate Change prior to the 31 October 2008 deadline. On 28 February 2010 the
Department of Climate Change published its findings from the first year of reporting under NGER. The Department of Climate
Change reviewed the data and conducted audits where they were not satisfied with the accuracy and/or completeness of data and in
these cases they required amended inputs. SP AusNet was not required to be part of any audit conducted and our data input at the
end of October 20038 was accepted unchanged.



SPI Networks {Gas) Pty Ltd

Directors’ report

Discussion and analysis for the year ended 31 March 2010 (continued)

In March 2009, the Australian Government released its exposure draft legislation on the National Carbon Pollution Reduction Scheme
(“CPRS") for consultation. However, the future of the CPRS, which was due to start in mid-2011, is uncertain as the Australian
Senate has twice voted against the current form of the proposed CPRS legislation. On 27 April 2010 the Australian Government
announced that the scheme wouid be delayed until at least 2013, stating that it remains committed to the scheme.

SP AusNet is closely monitoring the development of the regulatory framework for this emissions trading scheme. Under the draft
iegislation, SP AusNet is expected to have liabilities under the CPRS for unaccounted for gas losses from the gas distribution
network. At this stage, it is too early to quantify the impacts and opportunities arising from the CPRS.

Debt raising

SP AusNet's common or central funding vehicle ("CFV") operates through SPI Electricity & Gas Australia Holdings Pty Ltd, a
subsidiary of the 5P AusNet Distribution. The Company has access to SP AusNet facilities through the CFV.

In May 2009, SP AusNet successfully established $275.0 million of three year bank debt facilities, These facilities were used to
replace §205.0 miliion of working capita! facilities and commercial paper standby lines. In June 2009, SP AusNet successfully
established an additional $50.0 million three year bank debt facility, bringing the fotal raised under the bilatera! facilities executed in
May 2009 to §325.0 million. This facility was used fo replace $50.0 miliion of commercial paper standby lines. The remaining $50.0
mitiion of werking capital facilities were not renewed, and exgired in August 2008. The bilateral bank debt facilities were undrawn as
at 31 March 2010, and as a consequence there was $325.0 miltion of undrawn but committed non-current debt available under these
facilities.

In February 2010, SP AusNet successfully completed a CHF 475.0 million five and a half year Swiss franc bond issue to raise
approximately $520.1 milfion. In March 2010, SP AusNet also successfully completed a HK$700.0 milion ten year Hong Kong dollar
bond issue to raise approximately $100.0 million and a $300.0 million seven and a half year Australian doliar bond issue.

The proceeds from these issues have been or will be used to repay existing debt, fund capital expenditure and for other working
capital requirements. This effectively completes SP AusNet's refinancing requirements of $960.0 million for the 2011 financial year
well ahead of the scheduled maturity dates,

SP AusNet has an A- credit rating from Standard and Poor's and A1 from Moody’s.
Capital Management Initiatives

In June 2009, SP AusNet successfully completed an accelerated non-renounceable entitiement offer {"Entitlement Offer") raising a
total of $408.4 million. $336.6 million was raised from the institutional component of the Enfitiement Offer and $71.8 million was
raised from the retafl component of the Entitlement Offer. These amounts exclude the costs of raising these funds.

Funds were used to repay existing debt facilities. These facilities can be redrawn over time to fund capital expenditure programs as
required. SP AusNet's debt facilities are available to the Company and the Company thecugh the CFV.

Australian Taxation Office Audits

The Australian Taxation Office ("ATQ") is undertaking a large business audit of the SP AusNet Distribution consolidated group. The
focus of the audits is on the entry allocable cost amount ("ACA") step 1 amount (relating to the cost of membership interests) when
the consolidated group joined the SP AusNet Distribution consolidated group on 2 August 2004.

The ultimate timeframe or likely cutcomes of the ATO audit is not known.

Despite the ATO audit activity, SP AusNet has not changed its view in regard o the entry ACA step 1 amount when the consolidated
group joined the SP AusNet Distribution consofidated group.
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Directors' report

Significant changes in the state of affairs

QOther than referred to above, in the opinion of the Directors, there were no significant changes in the state of affairs of the Company
that occurred during the year under review.

Matters subsequent to the end of the financial period
Tax legislation

Cn 4 June 2010, Tax Laws Amendment (2010 Measures No.1) Bill 2010 received Royal Assent. This Bill will impact the tax atiributes
of the TXU Austraiia assets acquired by Singapore Power on 2 August 2004. The impacts cf the Bill are stif being analysed.

With the exception of the matters cutlined above, the Directors are not aware of any circumstances that have arisen since 31 March
2010 that have significantly affected or may significantly affect the operations, and results of those operations or the state of affairs, of
the Company in financial years subsequent to 31 March 201C.

Likely developments and expected results of operations

Information on likely developments in the operations of the Company and the expected results of operations, other than already
disclosed in this report, have not been included in this report because the Directors befieve it would be likely to resuft in unreasonable
prejudice to the Company.

Environmental regulation

The Company was subject to both Federal and State Government environmental legislaticn during the year. The most significant
areas of environmental legislation affecting the Company in Victoria are thase which regulate noise emissions, greenhouse gas
emissions, the discharge of emissions to land, air and water, the management of oils, chemicals and dangerous goods, the disposal
of wastes, and those that govern the assessment of fand use including the approval of developments. The Direciors are not aware of
any breaches of legislation during the pericd which are material in nature.

Proceedings on behalf of the Company

No person has applied to the Court under section 237 of the Corporations Act 2001 for leave to bring proceedings on behalf of the
Company, or to intervene in any proceedings fo which the Company is a party, for the purpose of taking responsibility on behaif of the
Company for all or part of those proceedings,

No proceedings have been brought, or infervened in, on behalf of the Company with leave of the Court under section 237 of the
Corporations Act 2001

Indemnification and insurance of officers and auditors

- During the financial year, the Company paid a premium to insure the Directors and Company Secretaries of the Australian-hased
combined entities and the general managers of each of the divisions of SP AusNet. The Directors have not included defails of the
nature of the liabilities covered or the amount of the premium paid in respect of the insurance policy, as (in accordance with normal
commercial practice) such dgisclosure is prohibited under the terms of the policy.

No insurance premiums are paid by the Company in regard to instirance cover provided to the auditer of the Company, KPMG. The
auditor is not indemnified and no insurance cover is provided fo the auditor.
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Directors’ report

Non-audit services

The Company may decide to employ the auditor on assignments additional to their statutory audit duties where the auditor's expertise
and experience with the relevant company and/or consolidated entity are important.

Details of the amounts paid or payable to the auditor, KPMG, for audit and non-audit services provided during the year are set out in
note 16 of the special purpose financial report,

A copy of the auditor's independence decfaration as required under section 307C of the Corporations Act 2001 is set out on pages.
Rounding of amounts

The Company is a company of a kind referred to in Class Order 98/100, issued by the Australian Securities and Investments
Commission, relating to the "rounding off" of amounts in the Directors' report. Amounts in the Directors' report have been rounded off
in accordance with that Class Order to the nearest hundred thousand dollars o, in certain cases, the nearest thousand doliars.

This report is made in accordance with & resolution of the Directors.

e e

Nino Ficca
Managing Director

Melbourne
§ July 2010



Lead Auditor’s Independence Declaration under Section 307C of the Corporations Act 2001
To: the directors of SPI Networks (Gas) Pty Lid

I declare that, to the best of my knowledge and belief, in relation to the audit for the financial
year ended 31 March 2010 there have been:

(1) no contraventions of the auditor independence requirements as set out in the
Corporations Act 2001 in relation to the audit; and

(11)  no contraventions of any applicable code of professional conduct in relation to the
audit.

K

KPMG

Alison Kitchen
Puartner

Melbourne

5 July 2010

KPMG, an Australian partnership and a member firm of the KPMG network
of independent member firms affiliated with KPMG International, a Swiss cooperative.



SP! Networks (Gas) Py Ltd

income statements
For the year ended 31 March 2010

Revenue
Expenses, excluding finance costs

Profit/(ioss) from operating activities

Finance expenses
Net finance (costs)

Profiti{loss) before income tax
Income tax (expense)/benefit

Profit/{loss) for the year

The above income statements should be read in conjunction with the accompanying netes.

Notes

2010 2009
M M
184.8 1744
(78.2) (43.1)
106.6 1313
(120.1) (101.3)
(120.1) (101.3)
(13.5) 30.0
4.1 (9.0)
(9.4) 21.0




3P| Networks {Gas) Pty Ltd

Statements of comprehensive income
For the year ended 31 March 2010

Profitf(loss) for the year

Other comprehensive income for the year, net of income tax

Total comprehensive income for the year

2010 2009

$M SM
(9.4) 21.0
(9.4) 21.0

The above statements of comprehensive income shoufd be read in conjunction with the accompanying nofes.

10



SPi Networks {Gas) Pty Ltd

Statements of financial position
Ag at 31 March 2010

ASSETS

Current assets
Receivables

Other current assets

Total current assets

Non-current assets
Intangible assets

Property, plant and equipment

Total non-current assets
Total assets

LIABILITIES
Current liabilities
Payabies and other liabilities

Provisions

Total current liabilities

Non-current liabilities
Borrowings

Deferred fax liabilities
Provisions

Total non-current liabilities
Total liabilities

Net assets/(liabilities)
EQUITY

Equityholders of SPI Networks (Gas) Pty Ltd

Contributed equity
Retained profits/(accumulated losses)

Total equity

The above statements of financial position should be read in conjunction with the accompanying notes.

Notes

10
12

"

12

13

2010 2009
M M
110.5 99.1
0.2 0.2
110.7 99.3
237.3 2373
11943 1,1534
1431.6 1,390.7
1,542.3 1,490.0
3.9 14
2.6 56

6.5 7.0
1,392.9 17447
1436 135.8
8.3 8.1
1,544.8 1,888.5
1,551.3 1,895.6
(9.0) (405.6)
406.0 -
(415.0) (405.6)
(9.0) (405.8)

"



5P| Networks {Gas} Pty Ltd

Statements of changes in equity
For the year ended 31 March 2010

31 March 2010
Batance as at 1 April 2009

Total comprehensive income for the year
{Profit)/loss for the year

Total other comprehensive income
Total comprehensive income for the financial year

Transactions with owners, recorded directly in equity
New shares issued (net of transaction costs)

Total transactions with owners
Balance as at 31 March 2010

31 March 2009
Balance as at 1 April 2008

Total comprehensive income for the year
{Profit)/loss for the year

Total other comprehensive income
Total comprehensive income for the financial year

Balance as at 31 March 2009

The above statements of changes in equity should be read in conjunction with the accompanying notes.

Notes

13

Contributed Accumulated

equity losses  Total equity
M M $M
405.6 405.6

- 9.4 9.4

9.4 9.4

{406.0) {406.0)
{406.0) {406.0)
{406.0) 415.0 9.0
426.6 426.6

(21.0) (21.00

- (21.0) {21.0)
4035.8 405.6

12



SPI Networks (Gas) Ply Lid

Statements of cash flows
For the year ended 31 March 2010

Notes

Cash flows from operating activities
Receipts from customers (inclusive of goods and services tax)

Payments to suppliers and employees (inclusive of goods and services tax)
Interest and other costs of finance paid

Net cash inflowf{outflow) from operating activities 18

Cash flows from investing activities
Payments for property, plant and equipment

Proceeds from sale of property, plant and equipment

Net cash inflowf{outflow) from investing activities

Cash flows from financing activities
{oan proceeds/{repayments) from related parties

Proceeds from issue of shares 13

Net cash inflowf{outflow} from financing activities
Net increasel/{decrease) in cash held

Cash and cash equivalents at the beginning of the financial year

Cash and cash equivalents at the end of the financial year

The above statements of cash flows should be read in conjunction with the accompanying nofes.

2010 2009
$M $M
2018 193.9
(64.6) (33.3)
(119.8) (103.0)
17.4 576
(73.1) (90.1)
13 -
(T1.8) (90.1)
(351.6) 25
406.0
54.4 325

13
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SP1 Networks {Gas) Py Ltd

Notes to the financial statements
31 March 2010

Note 1 Summary of significant accounting policies
The principal accounting policies adopted in the preparation of the financial report are set out below.
(a) Basis of preparation

fn the opinion of the Directors, the Company is not a reporting entity. The financial report is a special purpose financial report which
has been prepared for distribution to the members and for the purposes of fulfiliing the reguirements of the Corporations Act 2001.

The special puspose financial report has been prepared in accordance with the recognition and measurement requirements of all
applicable Australian Accounting Standards {"AASBs”) and interpretations adepted by the Australian Accounting Standards Board
and the Corporations Act 2001,

The special purpose financial report does not include all the disclosure requirements of AASBs except for the following AASBs of
which the disclosure requirements have been fully complied with:

° AASB 101 Presentation of Financial Stafements

. AASB 107 Cash Flow Statements

. AASB 108 Accounting Polisies, Changes in Accounting Estimates and Errors
° AASE 1048 Interpretation and Application of Standards

This special purpose financial report is presented in Australian doilars.
The financial statements were approved by the Board of Directors on 5 July 2010.

The Company’s liabilities exceed its assets by $9.0 million primarily due related party transactions. This special purpose financial
report has been prepared on a going concern basis, which contemplates the confinuity of normal trading operations. The Company
has access to debt facilities via SPT Electricity & Gas Australia Holdings Pty Ltd, a subsidiary of SP AusNet Distribution, which is the
‘common’ or ‘central’ funding vehicle ("CFV") for SP AusNet. SP AusNet has successfully completed the foliowing capital and debt
raising throughout the year.

In May 2009, SP AusNet successfully established $275.0 mitlion of three year bank debt. facilities. These facilities were used to
replace $205.0 million of working capital facilities ‘and commercial paper standby fines. In June 2009, SP AusNet successfully
established an additionai $50.0 million three year bank debt facility, bringing the total raised under the bilateral facilities executed in
May 2009 fo $325.0 million. This facility was used to replace $50.0 million of commercial paper standby lines. The remaining $50.0
million of working capital faciiiies were not renewed, and expired in August 2009. The bilateral bank debt facilities were undrawn as
at 31 March 2010, and as & consequence there was $325.0 million of undrawn but committed non-current long-term debt available
under these faciliies.

In June 2009, SP AusNet successfully completed an accelerated non renounceable entitlement offer ("Entitlement Offer") raising a
total of $408.4 million. $336.6 million was raised from the institutional component of the Entiflement Offer and $71.8 million was
raised from the retail component of the Entitlement Offer. These amounts exclude the costs of raising these funds. The proceeds
from the equity raising together with the proceeds from the disiribution reinvestment plan issue on 25 June 2009 {$12.3 million) and
on 22 December 2009 ($34.6 miflion) were aliocated to units in SP AusNet Finance Trust with the shares in SP AusNet Transmission
and SP AusNet Distributicn issued at nominal consideration.

15



SPI Networks (Gas} Pty Ltd

Notes to the financial statements
31 March 2010

Note 1 Summary of significant accounting policies {continued)

{a) Basis of preparation {continued)

In February 2010, SP AusNet successfully completed a CHF 475.0 million five and a half year Swiss franc bond issue fo raise
approximately $520.1 million. In March 2010 SP AusNet also successfully completed a HK$700.0 million ten year Hong Kong dollar

bond issue to raise approximately $100.0 million and a $300.0 million seven and a half year Australian doilar bond issue.
The proceeds will be used to repay existing debt, fund capital expenditure and for other working capital requirements.
(i) New standards adopfed

The standards relevant to the Company that have been adopted during the annuat reporting period beginning 1 Aprit 2009 are:

. Revised AASB 101 Presentation of Financial Statements is applicable to annual reporting periods commencing on or after
1 January 2009. This standard results in changes fo the financial statements including the addition of a statement of
comprehensive income. This standard does not result in any changes to the financial results but affects how those results

are presented.

. AASB Interpretation 18 Transfers of Assets from Customers is applicable for transfers occurring on or after 1 July 2009.
This interpretation clarifies the accounting for agreements where an entity receives an item of property, plant and
equipment (or cash to consfruct such an item) from a customer and this equipment in turn is used o connect a customer to
the Company's network or to provide ongoing access to supply of goods or services. As revenue earned from customer
contributions is in exchange for connection to the network, this interpretation results in no change to the accounting for

customer contributions.

{iy  New standards not yet adopted

The following standards, amendments to standards and interpretations have been identified as those which may impact the Company ‘

in the period of initial implication. They are available for early adoption for the annual reporting period beginning 1 April 2009, but

have not been applied in preparing this financiaf report:

. AASB 2008-8 Further Amendments to Australian Accounting Standards - Eligible Hedged ifems is applicable to annual
reporting pericds commencing on or after 1 July 2009. AASB 2008-8 clarifies the eligibility principles for designation as a
hedged item. These amendments will become mandatory for the Company’s March 2012 financial statements. Their impact

has not yet been quantified by the Company.

. AASB 2009-5 Further Amendments to Australian Accounting Standards arising from the Annual Improvements Project is
appiicabie to annual reporting periods commencing on or after 1 January 2010, This standard makes minor changes for
presentation, disclosure, recognition and measurement purposes. The amendments become mandatory for the Company's

March 2011 financial statements and impact the financial statements as follows:

. Amendments to AASB 117 Leases. The IASB deleted guidance stating that a lease of land with an indefinite
economic life is normaily classified as an operating lease, unless at the end of the lease term tile is expected to
pass to the lessee. The amendments clarify that when a lease includes both the land and building elements, an
entity should determine the classification of each element based on paragraphs 7-13 of the standard, taking into
account the fact that land normally has an indefinite economic life, The impact of this amendment has not yet

been quantified by the Company.

There are aiso other minor amendments and revisions to standards and interpretations that have not been early adopted. As these

changes are minor in nature, they are not expected to result in any materiat changes to the Company’s financial results.

16



SPI Networks (Gas) Pty Litd

Notes to the financial statements
31 March 2010

Note 1 Summary of significant accounting policies (continued)
{a) Basis of preparation {continued)
(i) New standards not yet adopted (continued)

The potentiat effect of these standards and interpretations is yet to be fully determined. However it is not expected that the new
standards and interpretations will significantly affect the Company's financial report.

(if}  Historical cost convention

The financial statements have been prepared under the historical cost convention, as modified by the revaiuation of certain financial
assets and liabilities (inciuding derivative instruments) at fair vakue.

{iv) Critical accounting estimates and judgements

The preparation of financial statements in conformity with AASBS requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of applying the Company's accounting policies. The areas involving a
higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the financial statements are
disclosed in note 15.

{b) Foreign currency translation
(it~ Functional and presentation currency

ltems included in the financial statements of the Company are measured using the currency of the primary econemic environment in
which the entity operates ("the functional currency’). The financial statements are presented in Australian dollars, which is the
Company’s presentation currency. '

(i} Transactions and balances

Alf foreign currency transactions are accounted for using the exchange rate at the date of the fransaction. At balance date, monetary
items denominated in foreign currencies are translated at the exchange rate existing at that date. Resultant exchange differences are
recognised in the income statement for the year, except for exchange differences which relate to assets under construction for future
productive use, which are included in the cost of those assets.

(c) Revenue recognition

Revenue is measured at the fair value of the consideration received net of the amount of Goods and Services Tax (“GST") payable to
the taxation authority. Revenue is recognised for the major business activities as follows:

i) Sale of goods and rendering of services
Gas distribution regulated revenue

© Distribution regutated revenue is revenue earned from extemal network services, customer transfer and reconnection,
meter reading and other services and is recognised as the services are rendered.

. Revenues from services rendered undes a contract are recognised by reference to the stage of completion of the contract.

17



SPI Networks {Gas) Pty Ltd

Notes to the financial statements
31 March 2010

Note 1 Summary of significant accounting policies (continued)
{c) Revenue recognition {continued)

(i) Other excluded services revenue

Other excluded services revenue is recognised as the services are rendered.

(i) Contributions from customers for capital works

Contributions received from customers to assist in the financing of construction of assets are recognised as revenue when the project
is complete. Customer confributions of cash are measwred with reference to the cash contribution received and customer
contributions of assets are measured at the fair value of the assets contributed at the date the Company gains control of the asset.

(d) Income tax
(i) Current fax

Current tax is calculated by reference to the amount of income taxes payable or recoverable in respect of the taxable profit or ioss for
the period. it is calculated using tax rates and tax laws that have been enacted or substantively enacted by the reporting date.
Current tax for current and prior periods is recognised as a liability (or asset) to the extent that itis unpaid (or refundable).

{iiy  Deferred tax

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

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

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

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

(i} Tax expense

Current and deferred tax is recognised as an expense or income in the income statement, except when it relfates to items credited or
debited directly to equity, in which case the deferred tax is also recognised directly in equity, or where it arises from the initial
accounting for a business combination, in which case it is taken into account in the determination of goodwill.

18



SPI Networks {Gas) Pty Ltd

Notes to the financial statements
31 March 2010

Note 1 Summary of significant accounting policies {continued)
{d} [ncome tax (continued)
(i) Tax consolidation

SP AusNet Distribution is the head entity in a tax consolidated group comprising SP AusNet Distribution and its wholly-owned
subsidiaries.

The current and deferred tax amounts for the tax consofidated group are allocated among the endities in the group using the separate
taxpayer within group method.

Any current tax liabilities (or assets) and deferred tax assets arising from unused tax losses assumed by the head entity from the
subsidiaries in the fax consolidated group are recognised in conjunction with any tax funding arangement amotints (refer below).
Any difference between these amounts is recognised by the head enfity as an equity confribufion {0, or distribution from, the
subsidiary. Distributions firstly reduce the carrying amount of the investment in the subsidiary and are then recognised as revenue.

The head entity recognises deferred tax assets arising from unused tax losses of the tax consolidated group to the extent that it is
probable that future taxable profits of the tax consolidated group will be available against which the assets can be utilised.

Any subsequent period adjustments to deferred tax assets arising from unused tax losses assumed from subsidiaries are recognised
by the head entity only.

The members of the tax consolidated group have entered into a tax funding arrangement which sets out the funding obligations of
members of the tax consolidated group in respect of tax amounts. The tax funding arrangement requires payments tof(from} the head
entity equat to the current tax liability/{asset) assumed by the head entity and any deferred tax asset relating to tax losses assumed
by the head entity. The members of the tax consolidated greup have also entered into valid tax sharing agreements under the tax
consolidation legisiaticn which set out the allocation of income tax liabifities befween the entities should the head entity default on its
tax payment obligations and the treatment of entities leaving the fax consolidated group.

The members of the tax consolidation group have recognised tax payable or receivable within the fax consolidation group as fully
funded through intercompany loans.

{e} Leases

Leases are classified as finance leases whenever the terms of the iease transfer substantially all the risks and rewards of ownership
to the lessee. Ail cther leases are classified as operating leases. The Company does not have any finance iease arrangements,

Operating lease payments are recognised as an expense on a straightine basis over the lease term, except where another
systematic basis is more representative of the time paftern in which economic benefits from the leased asset are consumed.

In the event that lease incentives are received fo enter into operating leases, such incentives are recognised as a liability. The
aggregate benefits of incentives are recognised as a reduction of rental expense on a straight-ine basis, except where another
systemafic basis is more representative of the time pattern in which economic benefits from the leased asset are consumed.
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SPI Networks {Gas) Pty Lid

Notes to the financial statements
31 March 2010

Note 1 Summary of significant accounting policies {continued)
{f)  Acquisitions of assets and liabilities

The purchase method of accounting is used for alt acquisitions of assets (including business combinations) regardless of whether
equity instruments or other assets are acquired. Cost is determined as the fair value of the assets given, shares issued or liabilities
incurred or assumed at the date of exchange plus costs directly attributable to the acquisition. Where equity instruments are issued
as part of an acquisition, the value of the instruments is their published market price as at the date of exchange unless, in rare
circumstances, it can be demonstrated that the published price at the date of exchange is an unreliabie indicator of fair value and that
other evidence and valuation methods provide a more relfable measure of fair value. Transaction costs arising on the issue of equity
instruments are recognised directly in equity.

Identifiable assets acquired and liabilities and contingent fiabiliies assumed in a business combination are measured initially at fair
value at the acquisition date, irrespective of the extent of any minority interest. All potential intangible assets acquired in a business
combination are identified and recognised separately from goodwill where they satisfy the definition of an intangible asset and their
fair value can be measured reliably. The excess of the cost of acquisition over the fair value of the Company's share of the
identifiable net assets acquired is recorded as goodwill. if the cost of acauisition is less than the fair value of the net assets of the
subsidiary acquired, the difference is recognised directly in the income statement, but only after a reassessment of the identification
and measurement of the net assets acquired.

Where settlement of any part of the cash consideration is deferred, the amounts payable in the future are discounted to their present
value as at the date of exchange. The discount rate used is the entity's incremental borrowing rate, being the rate at which a similar
borrowing could be obtained from an independent financier under comparable terms and conditians.

{g) Impairment of assets other than goodwill

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

Intangible assets with indefinite useful lives are tested for impairment annuially and whenever there is an indication that the asset may
be impaired.

Impairment losses recognised in prior periods are assessed at each reporting date for any indication that the loss has decreased or
no Jonger exists. An impairment foss is reversed if there has been a change in the estimates used to determine the recoverable
amount. An impairment loss is reversed anly o the extent that the assef's carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or amortisation, if no impairment ioss had been recognised.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing valug in use, the estimated future
cash flows are discounted to their present value using a post-tax discount rate that reflects current market assessments of the time
vaiue of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or CGU) is estimated to be less than its carrying amount, the carrying amount of the asset (or
CGU) is reduced to its recoverable amount. An impairment loss is recognised in the income statement immediately.
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Notes to the financial statements
31 March 2010

Note 1 Summary of significant accounting policies {continued)
{h} Receivables

Accounts receivable and loans are initially recognised at the fair value of the amounts to be received and are subsequently measured
at amortised cost, less any allowance for impairment costs.

Collectibility of accounts receivable is reviewed on an ongoing basis. Debts that ars known to be uncollectible are written off. An
aliowance for impairment is established when there is objective evidence that the Company will not be able to collect all amounts due
according fo the criginal terms of the receivables. The amount of the ailowance is the difference between the asset's carrying amount
and the present vaiue of estimated future cash flows, discounted at the effective interest rate. The change in the amount of the
allowance is recognised in the income statement.

{i} Customer deposits

Customer deposits are recognised as liabilities and represent refundable payments received in advance from customers as security
on capital projects.

{iy Property, plant and equipment

ftems of property, plant and equipment are stated at historical cost less depreciafion. The cost of contributed assets is their fair value
at the date the Company gains control of the asset.

Histerical cost includes all expenditure that is directly atfributable to the acquisition of the item. Cost may also include transfers from
equity of any gains/losses on qualifying cash flow hedges of foreign currency purchases of property, plant and equipment,

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is
prebable that future economic benefits associated with the item will flow to the Company and the cost of the item can be measured
reliably.

Maintenance and repair costs and minor renewals are charged as expenses as incurred, except where they relate to the replacement
of a component of an asset, in which case the costs are capitalised and depreciated.

Depreciation is provided for on property, plant and equipment, including freehold buiidings but excluding land and easements.
Depreciation is calculated on a straight-iine basis so as to write off the net cost of each asset over its estimated useful life to its
esfimated residual value. The estimated useful lives, residual values and depreciation metheds are reviewed annually, and where
material changes are made, their effects are disclosed in the financial statements.

The expected average useful lives of major asset classes are as follows:

Years
Distribution network (gas)* ' 50-120
Buildings 40-99
Other general assets 310
Motor vehicles and heavy machinery 312
Computer equipment and software 3-5
* The service life of industrial gas meters was reassessed during the year to be 15 years. The impact on depreciation was -

immaterial.
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Notes to the financial statements
31 March 2010

Note 1 Summary of significant accounting policies (continued)

{i} Property, plant and equipment {continued)

(il Capital works at cost

Construction work in progress is stated at cost. Costincludes all expenditure that is directly attributable to the specific project.
All expenditure indirectly attributable to the specific project is allocated based on activity based costing.

{k) intangible assets

(il Distribution licences

The distribution ficence held entities the Company to distribute gas within its licensed region. The distribution licence is stated at cost
and is considered to be an indefinite life intangible assets, which is not amortised. The distribution licence is tested for impairment
annually and is carried at cost less any accumulated impairment losses.

{l} Trade and other payables

These amounts represent liabilities for goods and services provided to the Company prior to the end of financial year which are
tnpaid. Trade and other payables are stated at cost, are unsecured and are usually payable within 30 days of end of month.

{m} Borrowings

Borrowings are initially recognised at fair value, net of fransaction costs incurred. Borrowings are subsequently measured at
amortised cost. Any difference between the proceeds (net of transaction costs) and redempticn amount is recognised in the income -
statement over the period of the borrowings using the effective interest rate method.

Borrowings are classified as current liabilities unless the Company has an unconditional right to defer settlement of the liability for at
least 12 months after the reporting date or has the discretion fo refinance or roll over the liability for at least 12 months after the
reporfing date under an existing loan facility.

{n} Net financing costs

Finance expenses comprise interest expense on borrowings and unwinding of the discount on provisions. Ail borrowing costs are
recognised in the income statement using the effective interest rate method.

The capitalisation rate used to determine the amount of borrawing costs to be included in the cost of qualifying assets is the weighted
average interest rate of 8.1 per cent (2009: 7.4 per cent) applicable to the Company's outstanding borrowings during the period.

(o) Provisions

Provisions are recognised when the Company has a present, legal or constructive obligation as a result of past events, it is more
fikely than not that an outflow of resources will be required fo settie the obligation, and the amount of the provision can be measured
refiably. Provisions are noi recognised for future operating losses.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party, the
receivable is recognised as an asset if it is virtually certain that recovery will be received and the amount of the receivable can be
measured reliably.
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Notes to the financial statements
31 March 2010

Note 1 Summary of significant accounting policies (continued)
{0} Provisions {continued)

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

Where there are a number of simifar obligations, the likelihood that an outflow will be required in settiement is determined by
considering the class of obligations as a whole. A provision is recognised even if the likelihcod of an outflow with respect to any one
item included in the same class of obligations may be small.

{i)  Environmental provision

A provision for environmental costs is made for the rehabilitafion of sites based on the estimated costs of the rehabilitation. The
liability includes the costs of raclamation, plant closure and dismantiing, and waste site closure. The liability is determined based on
the present value of the obiigation as appropriate. Annual adjustments to the liability are charged to the income statement over the
estimated life of the sites. The costs are estimated based on the assumption of the current legal requirements and technologies. Any
changes in estimates are dealt with on a prospective basis.

(i) Licence fee

Provision for licence fee represents an assessment of the amounts payabie for annual gas distribution licence fees as determined by
the Victorian Depariment of Treasury and Finance.

(i} Unaccounted for gas

Provision for unaccounted for gas represents an assessment of the amounts payable to gas retailers to account for gas losses in the
distribution system. The losses represent gas measured as having entered the gas distribution system, but not measured as having
been delivered to customers. An annuai reconciliation and settiement is carried out after the Australian Energy Market Operator
("AEMO’) has released final gas system volume information in June of each year.

{p) Contributed equity
Ordinary shares are classified as equity.

incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction, net of tax, from
proceeds,

(i} Dividends
Provision is made for the amount of any dividend approved on or before the end of the financial year but not paid at balance date.
{g) Rounding of amounts

The Company is of a kind referred to in Class Order 98/100, issued by the Austrafian Securities and Investments Commission,
relating to the “rounding off’ of amounts in the financial report. Amounts in the financial report have been rounded off in accordance
with that Class Order to the nearest hundred thousand doltars, or in certain cases, the nearest thousand dollars.
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31 March 2010

Note 2 Revenue

Revenue
Regulated revenue

Excluded services

Total regulated revenue

Other revenue
Other revenue

Total other revenue

Total revenue

Note 3 Expenses

Profit before income tax includes the following specific expenses:

Expenses, excluding finance costs, included in the income statement:
Use of system and associated charges

Maintenance and coniractors' services - related parties

Property taxes

Administrative expenses

Consulting fees - related parties

Other costs

Depreciation

Net (gain)/loss on disposal of property, plant and equipment

Total expenses, excluding finance costs and abnormal items

Total expenses, excluding finance costs

Note 4 Net finance costs

Finance expenses
Inferest expense - related parties

Change in discount on provisions

Total finance expenses

Net finance costs

2010 2009
$M $M
181.2 1714
32 3.0
184.4 1744
0.4
0.4
184.8 174.4
2010 2009
$M M
(0.6) 23
10.2 88
0.2 0.1
0.6 2.1
36.8
0.2 0.1
3.9 30.0
(1.1) (0.3)
78.2 431
78.2 431
2010 2009
$M $M
119.8 103.0
0.3 (1.7)
1204 101.3
1204 101.3
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31 March 2010

Note 5 income tax and deferred tax

{a) Income tax expensel(benefit)

Current tax
Deferred tax

{b} Numerical reconciliation of income tax expensef(benefit) to prima facie tax payable

Profit/{loss) from operations before income tax expense
Tax at the Austratian tax rate of 30% (2000: 30%)

Income tax expense/{benefit)

(¢) Net deferred tax assetf{liabilities)

Net deferred tax asset/{liabilities)
Deferred tax liabilities

Closing balance at 31 March

Note 6 Receivables

Current receivables
Accounts receivable

Related party receivables

Accrued revenue

Total current receivables

Total receivables

2010 2009
$M M
{(11.9) 31

78 59 .
{4.1) 9.0
{13.5) 30.0
a.1) 9.0
(4.1} 9.0
1436 135.8
143.6 1358
2010 2009
M M
49 49
96.9 85.2
101.8 90.1
8.7 9.0
110.5 99.1
110.5 99.1
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31 March 2010

Note 7 Other assets
2010 2009
$M $M
Current other assets
Prepayments 0.2 0.2
Total current other assets 0.2 0.2
Total other assets 0.2 0.2
Note 8 Property, plant and equipment
2010 2009
$M $M
Land and buildings
Freehold fand and buildings 2.7 2.8
Accumulated depreciation {0.4) (0.4)
2.3 24
Plant and equipment
Plant and equipment 1,520.3 1,447.3
Accumulated depreciation {328.3) {296.3)
1,192,0 1.151.0
Total property, plant and equipment 11943 1153.4
Note 9 Intangible assets
2010 2009
$M §M
Distribution licenses
Opening net book amount - distribution licences 237.3 237.3
Closing net book amount - distribution licences . 2373 237.3
Total intangible assets 237.3 237.3
The distribution licences are considered to have an indefinite life for the following reasons:
. the licences have been issued in perpetuity provided the licensee complies with certain licence requirements;
. the Company monitors its performance against those licence requirements and ensures that they are met; and

. the Company intends to continue to maintain the network for the foreseeable future,
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Note 10 Payables and other liabilities
2010 2009
$m §M
Current liabilities - payables and other liabilities '
Trade payables and accruals : 0.1 -
GST payable 3.8 1.4
Total current payables and other liabilities _ 3.9 1.4
Total payables and other liabilities ‘ 39 1.4
Note 11 Borrowings
2010 2009
M M
Non-current borrowings
Amounts owed to related parties:
Amounts owed i other related parties 1,392.9 1,7447
Total non-current borrowings ' 1,392.9 1,7447
Total borrowings 1,392.9 1,744.7
Note 12 Provisions
2010 2009
M M
Current provisions ‘
Envirenmental provision 0.7 0.9
Licence fee : 0.5 1.0
Unaccounted for gas 14 37
Total current provisions 2.6 58
Non-current provisions 7
Environmental provision 8.3 8.1
Total non-current provisions 8.3 8.1
Total provisions 10.9 13.7
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Note 13 Equity

2010 2009
Notes Shares Shares
Share capitai
Ordinary shares - fully paid (miflion) {a), b 406.0

{a) Ordinary shares

Ordinary shares entitle the holder to participate in dividends and the proceeds on winding up of the Company in proportion to the
number of and amounts paid on the shares issted. Holders of ordinary shares are entitied to one vote on a show of hands or one
vote for each ordinary share held on a poll at sharehelders’ meetings.

{b) Movements in ordinary share capitai

Date Details Number of shares $M
1 Aprit 2008 Opening bafance _ "1

31 March 2009 Closing balance 1

1 April 2009 Opening balarce 1 -
11 February 2010 Issue of shares 406,000,000 408.0
31 March 2010 Closing balance 406,000,001 406.0
Note 14 Financial risk management

The Directors and other key management personnel of SP AusNet are engaged to provide services to the SP AusNet Group and are
not exclusive to any particular entity within the SP AusNet Group. Accordingly, funding and other palicy matters are managed for the
whoie of the 8P AusNet Group and not on an individual entity basis.

The Company's activities expose it primarily to the financial risks of changes in interest rates and foreign currency exchange rates.
The Company manages its exposure to these risks in accordance with the SP AusNet Treasury Risk Policy which is approved by the
SP AusNet Board. The policy is reviewed annually or more regularly if required by a significant change in the Company's operations.
Any suggested changes are submitted to the Board for approval.

The objective of the Treasury Risk Policy is to document the SP AusNet Group's approach to treasury risk management ang to
provide a framework for ongoing evaluation and review of risk management techniques. The policy idendifies each type of financial
risk to which the SP AusNet Group is exposed. The policy provides an analysis of each risk, the objective of and techniques for
managing the risk, including identifying and reporting risks to management and the Board.
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Note 14 Financial risk management (continued)

Treasury evaluates and hedges financial risks in close co-operation with the SP AusNet Group's operating units. The Treasury Risk
Policy provides written principles for overall risk management, as well as written policies covering specific areas, such as mitigating
foreign exchange, interest rate and credit risks, use of derivative financial instruments and investing excess fiquidity.

The Treasury Risk Policy operates in conjunction with several other SP AusNet Group policies, inciuding the:

] SP AusNet Authority Manual which sets out the approvals required for such things as investment of surplus funds,
execution of hedging transactions, borrowings and issue of guarantees and indemnities;

. SP AusNet Treasury Operations Manual which sets out the day to day Treasury front office processes such as cash
management and the operations of the Treasury back office, such as settlement processes and bank account operations;

. SP AusNet Refinancing and Hedging Strategy which sets out the refinancing and hedging strategies over the relevant
financial period; and

. SP AusNet Credit Metrics Policy which sets out target ranges for the key credit metrics that determine the Company's credit
strength, such as the percentage of debt fo the value of the regulatory asset base at a balance date.

Together these policies provide 4 financial risk management framework which supports the Company's obiectives of finding the right
balance between risk and reward to enhance profitability and business performance while minimising current and future exposures.

The Company enters into a variety of derivative financial instruments to manage its exposure to interest rate and foreign currency
risk, including:

. forward foreign exchange contracts;
. interest rate swaps; and
. Cross-CUITency swaps,

The Company does not enter into or trade financial instruments, including derivative financial instruments, for speculative purposes.

It is the Company's poficy to ensure, wherever possible, that all hedging acfivities comply with the hedge accounting requirements of
AASB 139 Financial Instruments: Recognition and Measurement. Mowever, there may be instances where it makes commercial and
economic sense to enter into derivative transactions that do not achieve hedge accounting. In these instances, under AASB 139
such derivatives must be classified as “held for trading”. However this ciassification is not an indication of an infent to trade in
derivative financial instruments,
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Note 15 Critical accounting estimates and assumptions

The Company makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definiion, seldom
equal the related actual results. Accounting estimates and assumptions where changes in those estimates and assumptions could
resuit in a significant change are detailed below: '

{a) Estimated recoverable amount of intangible assets with an indefinite useful fife and associated tangible assets

The following CGU has a significant amount of intangible assets with an indefinite useful life.

intangible assets with an
indefinite useful life

2010 2009
$M _ M

CGU
(as distribution 237.3 237.3
237.3 2373

Recoverable amount is the higher of fair value less costs to sell and vaiue in use. Management has based its assessment of fair
value on discounted cash flow projections over a period of 20 years together with an appropriate terminal value incorporating growth
rates based on the long-term Consumer Price Index assumption of 2.6 per cent. Regulated cash fiow forecasts are based on
allowable returns on gas distribution assets as set out in the Victorian Gas Industries Tariff Order, together with other information
included in the Company's five year forecast. Cash flows after that period are based on an extrapolation of the forecast, taking into
account inflation and expected customer connection growth rates. It is considered appropriate to use cash flows after the Company's
five year forecast period considering the long-term nature of the Company’s acfivities. The Company expects to have liabilities under
the National Carbon Pollution Redction Scheme for unaccounted for gas losses from the gas distribution network. Management has
not incorporated the potential impact of these liabilities into the 20 year cash flow projections as it is too early, at this stage, to
quantify the impacts. Uncertainties include the price of the emission permits, the ability to pass on the cost of the permits and the
imgacts on costs charged by suppliers. Cash flows are discounted using post-tax discount rates of 7.0 per cent to 7.4 per cent. The
rates used for the CGU reflect current market assessments of the fime value of money and risks specific to the assets that are not
already reflected in cash.

In addition, recoverable amounts were assessed as reasonable when compared to appropriate market eamings before interest, tax,
depreciation and amortisation muliiples and reguiatecd asset base multiples of recent transactions involving similar assets.

{b} Income taxes

The tax expense and deferred tax balances assume certain tax outcomes and values of assets in relation to the application of the tax
consolidation regime as it applies to the Company. These outcomes affect factors such as the quantification and utilisation of tax
losses, capitaf allowance deductions and the taxation treatment of transactions between members of the tax consolidated group.

The tax expense assumes that SP AusNet Distribution can carry forward income tax losses. If there is a change in the majority
underlying ownership of SP AusNet Distribution as a result of a reduction in Singapore Power Limited's ownership position, this
assumption may cease to be applicable.

The tax consolidated group has taken positions in relation to the income tax and capital gains tax consequences of the acquisition by
SP Aushet Distribution of the Australian assets from TXU, the restructuring and sale of the merchant energy business (including the
amount of capital gain resulting from the salg).
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Note 15 Critical accounting estimates and assumptions (continued)
{b) Income taxes {continued)

In addition, deferred tax assets are recognised for deductible temporary differences only if it is probable that future taxable profits are
available to utifise those temporary differences.

Assumptions are also made about the application of income tax legislation including in regard fo the entry allocable cost amount
("ACA") step 1 amount (relafing to the cost of membership interests) when the consolidated group jeined the SP Ausiet Disfribution
consolidated group on 2 August 2004 (refer note 17). These assumptions are subject to risk and uncertainty and there is a possibility
that changes in circumnstances will alter expectations which may impact the amount of deferred tax assets and deferred tax liabitities
in the statement of financial position. in these circumstances, the carrying amount of deferred tax assets and liabilities may change
resulting ir an impact on the earnings of the Company.

{c) Accrued revenue

Revenue accrual estimates are made to account for the unbilled period between the end user's last billing date and the end of the
accounting pericd.  The acerual relies on detailed analysis of customers’ histerical consumption pattemns, which take into account
base usage, sensitivity to prevailing weather conditions and consumption growth. The resuits of this analysis are applied for the
number of days and weather conditions over the unbilied period.

(d) Useful lives of property, plant and equipment

Depreciation is provided for on property, plant and equipment, including freehold buildings but excluding land and easements.
Depreciation is calculated on a straight-fine basis so as o write off the nef cost of each asset over its estimated useful life to its
estimated residual value. The estimated useful lives, residual values and depreciation methods are reviewed annually, Assumptions
are made regarding the useful lives and residual values based on the regulatory environment and technological developments, These
assumptions are subject to risk and there is the possibility that changes in circumstances will alter expectations.

Estimates and judgements are continually evaluated and are based on historical experience and other factors, including expectations
of future events that are believed to be reasonabie under the circumstances.

Note 16 Remuneration of auditors

The auditor of the Company is KPMG. Audit fees for the Company are paid by another entity in the SP AusNat Group. |t is not
possible fo allocate these audit fees to individual entities within the SP AusNet Group.
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Note 17 Contingent liabilities

Details of contingent liabilities of the Company for which no provisicns are included, other than nofed below, in the financial
statements are as follows:

{a) Environmental

Provisions have been made for land remediation for sites in Victoria based on the estimate of the land remediation costs following
site reviews and testing. These costs may increase if the extent of contamination is worse than testing indicated af the time of the
reviews. Under the current envirenmental legislation, the Victorian Environment Protection Authority has the power to order the
Company to incur such costs io remedy the contaminafion.

Hazardous maferials are used in certain operational areas of the Company. A system of control to ensure that all such hazardous
materials are identified, managed and disposed of safely, in accordance with current legislation and other obligations is in piace.

The Directors are not aware of any breaches of legislation, which are material in nature. The Directors are not aware of any other
remedial action required, and have no reasen to believe that any possible legal or remedial action would result in a material cost or
ioss to the Company, other than as provided for in these financial statements and as noted above.

{b) Taxaudits

The Australian Taxation Office ("ATQO") is undertaking a large business audit of the SP AusNet Distribution consolidated group. The
focus of the audits is on the entry alfocable cost amount ("ACA") step 1 amount (relafing to the cost of membership interests) when
the consolidated group joined the SP AusNet Distribution consolidated grotp on 2 August 2004.

The ultimate fimeframe or likely outcomes of the ATC audit is not known.

Despite the ATO audit activity, SP AusNet has not changed its view in regard fo the entry ACA step 1 amount when the consolidated
group joined the SP AusNet Distribution consolidated group.

(c} Other

The Company is involved in various other jegal and administrative proceedings and various claims on foct, the uftimate resolution of
which, in the opinion of the Company, shouid not have a material effect on the consolidated entity’s financial position, results of
cperations or cash flows.

Other than listed above, the Directors are not aware of any contingent liabilities as at 31 March 2010.
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Note 18 Reconciliation of profit/(loss) after income tax to net cash flows from operating activities
2010 2008
$M M
Profit/{loss) from ordinary activities after related income tax (9.4) 21.0
Depreciation and amortisation of non-current assets _ 31.9 30.0
Net (gain}floss on sale of non-current assets (1.1 (0.3)
Changes in operating assets and liabilities, net of the effects from acquisition of businesses:
(Increase)/decrease in receivables . 0.3 (0.4)
Increase/(decrease) in payabies and other liabilities 2.3 0.4
Increase/{decrease) in provisions (2.6) (2.1)
Movement in tax balances (4.0 9.0
Net cash inflow/{outflow) from operating activities 17.4 578
Note 19 Events occurring after the balance sheet date

{a) Tax legislation

On 4 June 2010, Tax Laws Amendment (2010 Measures No.1) Bill 2010 received Royal Assent. This Bill will impact the tax attributes
of the TXU Australia assets acquired by Singapore Fower on 2 August 2004. The impacts of the Bili are still Leing analysed.

{b} Other matters

Qther than outlined above, there has been ne matter or circumstance that has arisen since 31 March 2010 up fo the date of issue of
this financial report that has significandly affected or may significantly affect:

(a) the operations in financial years subsequent to 31 March 2010 of the Company; or
(b) the resuits of those operations; or
(c) the state of affairs, in financial years subsequent to 31 March 2010, of the Company.
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Directors' declaration

In the Directors’ opinion:

{a) the Company is not a reporting entity;

{b} the financial statements and notes set out on pages 9 to 33, are drawn up in accordance with the Corporations Act 2001,
including:
{i complying with Australian Accounting Standards to the extent described in note 1 and the Corporations

Reguifations 2001; and

(ii) giving a true and fair view of the financial pesition of the Company as at 31 March 2010 and of its performance,
as represented by the results of its operations and its cash fiows, for the financial year ended on that date in
accordance with the statement of compliance and basis of preparation described in note 1; and

(c} there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and
payable.

This declaration is made in accordance with a resolution of the Direcfors.

e
e

M,.r“
a"‘f

Nino Ficca
Managing Director

Melboume
5 July 2010
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Independent audit report to the members of SPI Networks (Gas) Pty Ltd

We have audited the accompanying financial report, being a special purpose financial report, of
SPI Networks (Gas) Pty Ltd (the Company), which comprises the statement of financial position
as at 31 March 2010, and the income statement and statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year ended on that date, a
summary of significant accounting policies and other explanatory notes and the directors’
declaration set out on pages 9 to 34.

Directors’ responsibility for the financial report

The directors of the company are responsible for the preparation and fair presentation of the
financial report and have determined that the accounting policies described in Note 1 to the
financial statements, which form part of the financial report, are appropriate to meet the
requirements of the Corporations Act 2001 and are appropriate to meet the needs of the
members. The directors’ responsibility also includes designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of the financial report that is free
from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on the {inancial report based on our audit. No opinion
is expressed as to whether the accounting policies used, as described in Note 1, are appropriate
to meet the needs of members. We conducted our audit in accordance with Australian Auditing
Standards. These Auditing Standards require that we comply with relevant ethical requirements
relating to audit engagements and plan and perform the audit to obtain reasonable assurance
whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement of the financial report, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial report in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating
the reasonableness of accounting estimates made by the directors, as well as evaluating the
overall presentation of the financial report.

These procedures have been undertaken to form an opinion whether, in all material respects, the
financial report is presented fairly in accordance with the basis of accounting described in Note 1
to the financial statements so as to present a view which is consistent with our understanding of
the Company’s financial position, and of its performance.

The financial report has been prepared for distribution to members for the purpose of fulfilling
the directors’ financial reporting obligations under the Corporations Act 200]. We disciaim any
assumption of responsibility for any reliance on this report or on the financial report to which it
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relates to any person other than the members, or for any purpose other than that for which it was
prepared.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Independence

In conducting our audit, we have complied with the independence requirements of the
Corporations Act 2001.

Auditor's opinion
77

In our opinion the financial report of SPI Networks (Gas) Pty Ltd is in accordance with the
Corporations Act 2001, including:

(a) giving a true and fair view of the Company’s financial position as at 31 March 2010 and of
its performance for the year ended on that date in accordance with the accounting policies
described in Note 1; and,

(b) complying with Australian Accounting Standards to the extent described in Note 1 and the
Corporations Regulations 2001.

K

KPMG

etz

Alison Kiichen
Partner

Melbourne

5 July 2010
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