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February 28, 2007

Further information re Origin Merger
of Equals Proposal

On Friday February 23, 2007 Origin Energy Limited {"Crigin”} announced that it had
rejected the merger of equals proposed by AGL Energy Limited ("AGL"}. AGL
remains disappointed at Origin's decision and considers it important to provide the
market with additional infermation in relation to merger discussions and the
potential benefits in light of some of the matters raised by Crigin in its
announcement and subsequent briefing.

AGL first approached Origin in relation te a merger of equals proposal ¢n
November 30, 2006. Over the past three months, AGL remained open to discuss
all merger issues with Origin. On January 16, 2007, in an effort to advance and
focus merger discussions, AGL submitted a formal proposal to Origin for a merger
of the two companies. The key features of AGL's proposal were:

¢ an exchange ratio of 1,860 Origin shares for each AGL share assumiing Origin
was to be the continuing entity {or ~0.538 AGL shares for each Crigin share if
AGL were the continuing entity), which represented a premium to Origin
sharehoiders based on a range of relevant benchmarks. For example, the
proposed exchange ratic represented an 8.9 per cent premium to Origin
sharehoiders based on AGL and Origin’s three month VWAPs prior to the
proposal;

¢ majority ecwnership of the combined company by Origin’s shareholders;

¢« AGL was open to the transaction being implemented through an acquisition of
AGL by Origin;

« the chairman of the merged entity was {0 be appointed by Origin and the CEQ
by AGL, with senior management selected on a most quailified applicant
approach;

¢ the board of the combined company was to comprise egual numbers from each
of Origin and AGL's existing boards; and

¢ if implemented, based on its estimate of the potential merger benefits, AGL
believed that Origin shareholders couid benefit from an earnings uplift of greater
than 25 per cent’.

Origin subsequently advised AGL that the terms of the proposal did not form an
acceptable basis for merging the two companies. AGL believed that the specific
terms outlined in its January 16, 2007 proposal provided the basis for a balanced
and fair marger of equals that was extremely attractive to shareholders of both

' EPS accretion based on AGL's estimate of after-tax merger benefits.



companies. AGL advised Origin that i remained open to discuss all merger issues
on a consensual basis.

Crigin indicated it would only progress discussions on the basis that the selection of
the CEO was resclved prior to engaging on relative value. As a result, AGL and
Origin agreed a process to resoive the appointment of the CEOQ. However, when
Origin announced its rejection of the merger of equals, this process had not
materially progressed. Accordingly, there had been no discussions between AGL
and Origin on the relative value of the two companies since AGL made its initial
approach.

AGL remained of the view that a merger of eguals provided a unique opportunity to
create substantial long-term value for sharehoiders of both companies. Origin also
acknowledged on a number of occasions that there were material benefits
associated with merging the twe companies. AGL has previgusly indicated that it
had identified pre-tax annual benefits of approximately $150 miilion through the
removal of duplicated effort and resources. In addition to these benefits, AGL
believed there were other pre-tax annual benefits of approximately $180 million,
with additional one-off and scale benefits which AGL had hoped to work jointly with
Origin to quantify. The merger was also expected to enhance the range of growth
opportunities available to the combined business due to its increased scale.

AGL's assessment of potential merger benefits was based solely on publicly
available information in relation to Origin. Further, these estimates were before
allowance for any asset divestments that may have been reguired by the ACCC.
Origin has stated that it believes these divestments may result in value leakage of
between $750 million and $1 billion. While AGL acknowledges there may have
been potential value leakage associated with the impact of divesting assets into a
new business with a higher cost to serve than that of the merged entity and the
replication of certain corporate functions, it does not believe that these factors
would have significantly impacted the overall benefits of the merger to shareholders
of both companies.

Further information on AGL's views of the benefits of the merger is set out in the
attachment, which is a subset of a presentation provided to Origin on February 22,
2007 the day prior to Origin’s rejection of AGL's proposal.

In AGL's view, a merger of equals represented the most logical transaction between
AGL and Origin given the relative size of the two companies, their complementary
business prefiles and the fact that the merger benefits outlined above were
uniquely available through the combination of the two companies.

Paul McWiliiams
Company Secretary
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Note: Includes analysts with published valuations since PowerDirect and Sun Retall acquisitions for AGL
and Origin respectively.

{1} As at 22 February 2007, the day prior to Origin's rejection of the merger of eguals.

(2} Valuation assuming no synergies from proposed merger.
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The merger pmvzdes Qngm wnth a mmber Qf umque beneﬁts versus; ;:1 5tandalam strategy

| :'."-'ﬁ_'Or:gm need not pay a premium to reach market leading scale, relative to competitive privatisations and -
f-_'-_'other acquisition opportumties "Premium for Origin shareholders still available ina subsequent change
of control transaction
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