AGL Energy Limited Tel: +61 2 9921 2899

ABN 74 115 061 375 Fax: +61 2 9921 2552

72 Christie Street Locked Bag 1B37

St Lennards, 2065 St Leonards, 2065 NSW ALJSTRALIA
NSW ALSTRALIA ww.anl.corm. au

6 July 2007

Activation of Dividend Reinvestment Plan

The AGL Energy Limited (AGL) Board of Directors have approved the activation of the AGL
Dividend Reinvestment Plan (DRP). The DRP will be operable in conjunction with payment
of the 2007 final dividend in September (refer below timetable).

A copy of the DRP rules is attached.

The DRP will provide shareholders with a convenient means of increasing their shareholding
in AGL without incurring transaction costs. It will also provide AGL with a further means of
managing its ongoing capital requirements.

Sharehoider participation in the DRP is entirely voluntary. Directors may modify, suspend
or terminate the DRP when they consider appropriate. These discretions will be reviewed by
the Directors in conjunction with each dividend payment,

The Directors have elected to introduce the DRP with a 0% (zero) discount for the 2007
final dividend.

In light of the DRP introduction Directors have elected not to proceed with the Share
Purchase Plan {SPP) previously announced in February.

Indicative timing

Mid July Letter to shareholders, including personalised DRP Application Form

22+ August Announcement of FYO7 year result/declaration of FYQ7 final dividend

7+ September Record Date (& last date for receipt by Registry of DRP Applications)

28~ September Payment of FYGY final dividend (& allotment of DRP shares where
appiicabie)

Paut McWitliams
Company Secretary

* Subject to final Board confirmation
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CHAIRMAN'S LETTER

[insert gate}
Dear Shareholder,

On behalf of your Directors | am pleased to inform you The AGL Energy Dividend
Reinvestment Plan {‘the Plan’) will be activated in conjunction with payment of the
upcoming final dividend in respect of the year ended 30 June 2007.

The Plan gives Sharehoiders the alternative of acquiring further shares in the Company
instead of receiving 2 cash dividend. Sharehelders will find this a convenient way of
increasing their investment in AGL Energy without incurring transaciion costs.

Farticipation is entirely voluntary and you may join and igave the Plan whenever you
wish. However if you elect to join or leave after the Record Date for a particular dividend,
your decision will only be effective for following dividends.

At the time of declaring dividends, the Directors wilf determine the discount, if any, which
will apply to plan shares fo be allotted. Any discount will be betwesn 0% - 5% of the
weighted average market price of the Company's shares soid on the Australian Securities
Exchange Limited, during the five {5} irading days commencing on the second frading
day afier the record date for the relevant dividend. 1t is anticipated there will be no
discount applied in relation {o the upcoming 2007 final dividend.

Should you wish to participate in the Plan, please compiste the enclosed personalised
AGL Ensrgy Reinvestment Plan Application Form and refurn in the reply paid envelope o
our share registry, Link Markef Services Limited ("Link"). Your AGL Energy Reinvestment
Ptan Application Form will need be received at Link's offices by 5.00pm on 7 September
2007 to be eligibie to participate in the plan for the 2007 final dividend.

Ar outline of the Plan is enclosed and the full Plan booklet is available on our websile
www .aglinvestor.com or by calling Link Market Services Limited on 1800 824 513
{International +61 2 8280 7115). We suggest that you read all documentation and the
Plan rutes carefully and seek professional investment and/or tax advice if you have any
doubt whether participation in the Plan suils your individual circumstances.

in light of the decision 1o infroduce the Plan Direclors have decided not to proceed with
the Share Purchase Plan previously announced in February 2007,

Yours sincerely,

Mark Johnson
Chairman
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HIGHLIGHTS OF THE PLAN

i Evidend reinvestment plan

You may elect to have the dividends pald on some or all of your shares in AGL Energy
Limited (AGL Energy) automatically reinvested in new AGL Enargy shares. Full details of

the Plan are contained in the Terms and Conditions available by visiting our website
www.agl.com.au or calling our share registry, Link Market Services Limited on 1800 §24
513 (International +61 2 8280 7115).

A Participation is entirely optional

You may join the Plan for some or all of your shareholding, vary your participation or
withdraw from the Plan at any time.

3 Bscount on market price

Shares are allotted under the Plan at & discount of up to 5% of the weighted average
market price, free of brokerage and sfamp duly costs. The actual rate of discount will be
determined by the Directors gt the time the dividend is declared. Itis anticipalsd that
thers will not be any discount applied in relation to the final dividend in respect of the year
ended 30 June 2007,

4 Rounding

Where the allotment formula results in a number that is not a whole share, then your
entiflemnent will be rounded {o the nearest whale share. This means that fractions above
0.5 will be rounded up and fractions of 0.5 or lower will be rounded down. Any residual
amount will not be carried forward for future dividend payments.

5 Shares rank sguaily

Shares allotted under the Plan are fully paid and rank equally with existing shares.

& Statement

An advice will be sent to you following each payment of 2 dividend which will set oul
yaur participation in the Plan. Also, at the end of the month vou will receive either a
CHESE or Issuer Sponsored Holding Statement if there is a movemaent on your account.

7 Listing on Australian Securities Exchange Limited

The Directors will apply for guotation on Australian Securities Exchange Limited of any
shares issued under the Plan.

8 Limitations

Participation may be resiricted i in the opinion of Directors participation would not be in
the best inferests of AGL Energy, e.g. an averseas Shareholder's address is in a place
where the issue may be untawiul or impracticable.
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QUESTIONS AND ANSWERS

1 Who can participate?

Al AGL Energy Shareholders whose registered address is in any of Austraiia, New
Zealand, the United Kingdorn, USA, Japan, Singapore or Hong Kong can participate in
the Plan.

2 Are there any special conditions on participation?

No. There are no special conditions on participation.

3 fs participation optional?

Yes. The decision is entirely yours.

4 Can | participate in the Plan for part only of my helding?

Yes, You can nominate how many shares out of your total AGL Energy shareholding you
wish {o pariicipate in the Plan.

Your dividend on the shares which you have not nominated 1o participate in the Plan will
be paid o you in cash in the usual way.

5 Mow do | join the Plan?

Complete the AGL Energy Dividend Reinvestment Plan Application or Variation Form and
return it {o:

Link Markst Services Limited
Locked Bag At4
Sydney South NSW 1235

& Whar will my participation begin®?

it will begin with the first payment of & dividend after receipt of vour Application Form,
which must be receaived by 5.00 pm on the Record Date for that dividend. Thisis to
aliow sufficient time for the Application Form 1o be processed before shares are
transferred or allotied under the Plan in lisu of payment of the dividend in cash. The
Record Date for the final dividend in respact of the vear ended 30 June 2007 is 7
Septernber 2007,

7 What happens if | have more than one shareholding?

You wifl need fo lodge a separate Application Form for each separate sharehoiding (that is,
sharsholdings which are registered under different names or joint names and
shareholdings which are held in lssusr or Broker Sponsored form under CHESS) and vou
must correctly ideniify the shareholding on the Form.

B Can | change my participation at any time?

Yes, Simply complete the AGL Energy Reinvestment Plan Application or Variation Form
available from our share registry, Link Market Bervices Limited ("Link™) on 1800 824 513
{international +81 2 8280 7115} and forward i o

Link Market Services Limited
Locked Bag A'l4
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Sydney South NSW 1235

The Notice will be effective from the next payment of a dividend provided that the Notice
is received by 5.00 pm on the Record Date for that dividend.

] At what price will shares be fransferred or aliotied?

Shares will be ransferred or alotted at a discount of up {0 5% of the weighted average
market price of all AGL Energy shares sold on the Australian Securities Exchangs
Limited during the five frading days commsmencing on the second trading day after the
Record Date for determination of the relevant dividend. The Directors will determine the
actual rate of discount al the time the dividend is declared. Itis anticipated thatl there will
not be any discount applied in relaticn to the final dividend in respect of the year ended
30 June 2007.

10 What will i cost me to participate?
it will cost you nothing.

You will not be charged brokerage fees, commission, stamp duty or any ather
administrative costs for any ransfer or allotment of shares under the Plan.

11 Can i sell my shares when | choose?

Yes. You can sell any or all of your shares at any time including shares transferred or
aftotied to you under the Plan. The shares soid will be automatically withdrawn from the
Plan on receipt of g valid transfer in respect of those shares.

Shouid you decide to sell all of your shares shartly before a Record Date, you should
inform your stockbroker that your shares are pariicipating in the Plan. You shaould also
immediately send an AGL Energy Reinvestment Plan Application or Variation Form {o
Link advising your withdrawa! from the Plan. This will aveid a further small parcel of
shares being issued o vou under the Plan.

12 What i only sel a portion of my sharses?

if you sell a part of your AGL Energy shareholding and do not give the Company a Notice
of Variation of Participation, the shares which you sall will be taken to comprise:

firstly, non-parficipating shares held by you; and
secondly, to the exient necassary, participating shares.
13 What sbout taxation?
Under current Australian taxation law and praciice, dividends reinvested under the Plan:

are freated the same way as cash dividends and any franked portion is not subjsct
to Australian withholding tax; and

in general, shares acquired under the Plan wilt be sublect to Australian capital
gains tax when they are disposed of.

AGL Energy takes no responsibliiity for the taxation labllitlies of Sharsholders.
Sharehaolders should obtain their own advice in relation to the tax irmnplications of
acquiring shares under the Plan.
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14 When will | receive a statement?
After the paymnent of each dividend a staternant will be sent to you stating:
the number of your shares participaling in the Plan;

the dividend rate and amount which would otherwise be payable on those
shares;

the transfer or issue price and nurnber of shares transferred or allotted under the
Flan; and

the new tofal number of your shares participating in the Plan.
185  Can the plan be modifisd?

The Directors may vary, suspend or terminate the Plan when they consider i appropriaie
or necessary (refer to clause 14 of the Terms and Conditions of the Plan).

16 Enguiries
if you have any enguiries {olher than texation) about how the Plan operates and how yau

can participate, please visi our websile www.aqgl.com.au, call Link on 1800 824 513
{Infernstional + 81 2 8280 7115} or write to:

Link Markst Services Limited
Locked Bag At4
Sydney Scouth NSW 1235
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DIVIDERD REINVESTMENT PLAN TERMS AND CONDITIONS

1 Definiions and interpretation

1.1

In this Plan, unless the context otherwise requires:

Address means, in respect of a Shareholder, the address which appears for that
Shareholder in AGL Energy's register of Shareholders.

AGL Energy means AGL Energy Limited ACN 115 081 375.
Applicable Law means any relevant provision of Australian law and, in relation o any
Shareholder whose Address is in a place other than Australia, any relevant provision of

a law of that place.

Application Form means g notice in such form as AGL Energy may from time to time
require by which a Shargholder may apply to become a Participant.

ABX means Australian Stock Exchange Limited.
Constitution means the constitution of AGL Energy.
Direciors means the directors from time to fime of AGL Energy.

Full Partisipand meens a Participant other than one who parlicipates in the Plan in
respect of a fixed number of Shares only.

Motice of Variation of Participation means a notice in such form as AGL Energy may
from tirne {0 fime require by which:

{8}  a Participant may apply o vary the level of his or her participation in the Plan; or
(b} a Participant may elect to terminate his or her participation in the Plan.

Farticipant means a Shareholder who has been accepted as and continues fo be a
participant in the Plan.

Participating Shares means the Shares registerad in the name of a Participant which
are subject to the Plan.

Pian means AGL Energys Dividend Reinvestment Plan, as amended, modified or
substituted from ime to time.

Price means the price calculated in accordance with clause 8.2,

Record Date means, in relation {o g dividend, the time and date AGL Energy specifies
for lodging transfers for the purpose of identifying the persons entitied to that dividend.

Share means a fully paid ordinary share in the capital of AGL Energy.
Sharsholder means a person in whose narme Shares are registerad.

Terms and Conditions means the terms and conditions of the Plan as set out here and
as amended, modified or substituted from time to time.
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1.2 Inthese Terms and Conditions, unless the contrary intention appears:
{= headings are for gase of reference only and do not affect the meaning;
(b}  the singuar includes the plural and vice versa;

{c)  other grammatical forms of defined words or expressions have corresponding
meanings;

{&  areference fo a clause is a reference fo & clause of these Terms and Conditions;
and

{8}  words and expressions importing natural persons include partnerships, bodies
corparate, associations, governmments and governmental and local authorities and
agencies.

Terms and conditions

These Terms and Conditions are subject to Applicable Law, the Listing Rules of the ABX
and the Constitution.

Eligibility

31 Subject io this clause 3 and clause 4.2, any Sharehoider is eligible to parficipate in the
Plan.

32  The Directors may at any ime exclude a Shareholder from pariicipating in the Plan if
they consider that, for any reason, participation by that Shareholder would not be in the
best interesis of AGL Energy.

3.3 Withoul limiting the generality of clause 3.2, the Directors may exclude any
Shareholder whose Address is in a place where, in the Directors' opinion, the offer to that
Shareholder of Shares under the Plan may be unlawful or impracticable without further
action by AGL Energy.

34  For the purpose of clause 3.3, the Direclors may at any time nominate any place or
places with the effect that any Sharshalder whose Address is within that place will be
sutomatically excluded, urless the Directors specifically decide that the Shareholder may
participate.

35  Shareholders are not eligible o participate in respect of Shares the dividends altached to
which AGL Energy is entitled to retain, or over which AGL Energy holds a charge.

Participation

4.1 Participation in the Plan is optional, and is subject to the Terms and Conditions,
Applicable Law, the Constitution and the Listing Rules of the ASX,

4.2 A Participant may participate in the Plan in respect of ail of his or her Shares (in which
case clause 12.1 appiies), or any number of thern (in which case clause 12.2 applies).

4.3 if a Shereholder wishes {o become & Participant, he or she must apply by submitling &
cornpleted Application Formn indicating that fact and the level of participation he or she
desires.

page | 2



4.4

4.5

4.6

The Direclors may accept or relect the application referred to in clause 4.3 or, subject io
clause 4.2, accept it in respect of any number of Shares which is less than the number
that the Shareholder has nominated in the Application Form.

if a2 Shareholder applies o participate in the Plan but does not speciy a level of
participation or specifies both full and part participation, the Shareholder will be deemed
to have applied to be a Full Participant.

if the Directors consider that any fransfer or aliotment (or part of any transfer or allotment)
of Shares under the Plan may be unlawful or impracticable because of any Applicable
Law, they may:

{a}  dechine to transfer or allof Shares under the Plan;

{p}  reduce the size of any fransfer or allotment; andior

{c} reduce the level of, or suspend the participation of, any Participant.

Variation of participation

5.1

52

5.3

54

5.5

A Participant may apply to vary his or her level of participation in the Plan at any time by
submitting & Notice of Variation of Participation indicating the new level of participation
desired.

The Directors may accept or reject the notice referred to in clause 5.1 or, subject fo
ctause 4.2, accept it in respect of any number of Shares which is less than the nurnber
that the Participant has nominated in the Notics of Varation of Participation.

Subject to clause 5.2, a Notice of Variation of Participation subrmitted under clause 5.1
takes effact, in respect of a dividend, if it is received before the Record Date for that
dividend.

If a Pasticipant increases the fevel of pardicipafion in the Planto full participation, clause
12.1 appliss.

if a Participant increases or decreases the level of participation in the Plan to below full
participation, clause 12.2 applies.

Termination of participation

6.1

6.2

6.3

A Participant may terminate his or her participation in the Plan at any time by submitting a
Notice of Variation of Participation to that effect.

Subject to clause 7, a Notice of Variation of Participation submitted under clause 8.11is
effective immediately on receipt by AGL Energy.

if a Participant diss, participation in the Plan will be terrninated upon receipt by the
Company of written notice of the death. if a Participant is declared bankrupt ar is wound
up, participation in the Plan will be terminated upon receipt by the Compeny of &
notification of bankruplcy or winding up from the Participant or the Participant's frustee in
bankrupicy or liquidator, as the case may be. The death, bankrupicy or winding up of one
or move joint holders will not automatically terminate participation.
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7 Application Form and Notice of Variagtion of Participation

7.1

7.2

7.3

An Application Form or a Notice of Variation of Pariicipation will be valid only if it is:
{a}  signed by sach Shareholder who is registered in respect of the relevant Shares; or

{p) i @ Shareholder is a company, executed under its common seal or under the hand
of an officer or duly authorised atforney,

and, if sub-clause 7.1(b) applies, the Application Form or the Notice of Variation of
Participation is accompanied by & copy of a resolution authorising the officer to sign or
the relevant power of atformey.

Arn Application Form or a Natice of Variation of Pasticipation will be effective upon receipt
by the Company subject to these Terms and Conditions and, in the case of applications
to participate, acceptance by the Company, but will not be effective in respectof 8
dividend i it is received after 5.00 pm on the Record Dale for that dividend.

Application Forms and Nolices of Variation of Participation must be delivered to AGL
Energy's Share Registry at the following address:

Link Market Services Limited
Locked Bag At4
Sydney South NSW 1235

8  Operation of the Plan

8.1

8.2

8.3

8.4

8.5

Each dividend which is payable to a Participant in respect of Paricipating Shares and
which is available for payment to the Participant will be applied by the Company on the
Participant's behalf in subscribing for or acquiring additional Shares.

The Dirgctors in their absolute discretion will determine with respect fo the operation of
the Plan for any dividend whethar to issue new Shares or {0 cause the transfer of Shares
to & Parlicipant, or o apply & combination of both options, to satisfy the obligations of the
Company under these Terms and Conditions .

if the Directors determine 1o cause the transfer of Shares fo Participants, the Shares may
be acquired on-market in such manner as the Directors consider appropriate.

AGL Energy will, in respect of each dividend payable to a Participant:

{a} determine the amount of that dividend which is payable in respect of the
Pariicipant's Participating Shares less any withholding payments {if any} deductible
by the company in respeact of the dividend payable on the Parlicipating Shares and
any other sum the Company is entitled fo retain in respect of the Participating
Shares;

(b} determine the number of Shares to be subscribed for by dividing that amount by
the Price, and rounding any fractions to the nearest whole Share {and rounding up
halves); and

{c}  wansfer or allot those Shares fo the Participant.
The Shares will be transferred or alictted under the Plan at & Price which, in respect of 8

dividend, is the weighted aiverage market price of the Shares fraded on the ASX during
the five trading days cormmaencing on the second trading day after the Record Date,

page { 4



8.8

discounted by 5% {or whatever other perceniage, not grealer than 5%, which the
Dlirectors may delermine from ime {o time}, rounded down {o the nearest whole cent.

Any residual amounts will not be carried forward for future dividend payments.

9  Ghares ransferred or allotted under the plan

8.1

Shares transferred or atiotted under this Plan wilk:
{a)  rank equally with other fully paid Shares;

{p)  be registered on the same register as the Participating Shares to which the transfer
or gllotment relates; and

{c}  participate fully in all dividends subsequently declared.

10 Plan statements

After each fransfer or allotment of Shares under the Plan, AGL Energy will send tc each
Participant, as soon as practicable afier the transfer or allotment, a statemeant sefting out
the following information:

{z)  the number of Participating Shares which were held by the Participant at the
relevant Record Date;

{p}  the amount of the dividend which was payable in respect of those Shares;
{c}  the Price in respect of that dividend;

{d)  the number of Shares transferraed or allotted to the Pardicipant in respect of that
dividend; and

{e} ({excluding any share fansactions which the Participant has undertaken since the
Record [ate}, the {otal number of Shares held by the Parlicipant, and the fotal
number of Participating Shares held by the Participant after the transfer or
aflotment.

11 Costs to Participants

No brokerage, commission, stamp duly or other transaction cosis are payable by
Participants in respect of Shares transferred or alictied under the Plan.

12  Acquisition and sale of Shares by Participants

12.1

12.2

12.3

All Shares registered in the name of a Full Participant from ime fo Hime {including those
transferred or allotied under the Plan) will be Participating Shares.

The number of Participating Shares of other Participants will only be affected by an
acguisition {including those transferred or allotted under the Plan) or sale if clause 12.3
applies.

if at any time there are fewer Shares regisiered in a Participant’s name than a fixed
number in respect of which the Participant has been accepied to participate then, subject
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to clause 4.2, all Shares registered in his or her name at that ime will be Participating
Shares.

12.4 Where a Participant disposes of all Bhares without giving the Company notice of
termination of participation, the Participant will be deemed to have terminzted
participation in the Planon the tast date on which the Company registered a fransfer or
instrument of disposal of the Participant's holding.

13 Cuotation

AGL Energy willt apply to the ASX for official quotation of Shares allotted under the Plan.

14 Directors' powers

14.1 The Directors may at any time resolve to vary, suspend or terminate the Plan, provided
that Participants are notified in writing of any such action {cther than a minor varigtion of a
procedural or administrative nature}, and that termination is not effective untif at leastone
month after notification has been sent to Participants. A variation, suspension or
termination of the Plan will nof be invalidated by an accidental omission {o give notice of
the variation, suspension or termination to a Shareholder or the nonreceipt of any notice
by any Shareholder and will not give rise (0 any liabllity on the part of, oy right of action
against, the Directors or the Company.

14.2  Any suspension of the Plan will confinug untll such time as the Diraclors resalve gither to
recommence or ferminate the Flan if the Plan is recammenced then slections as fo
pariicipation in respect of the previously suspended Plan will be valid and have full force
and effect in accordance with these Terms and Conditions for the purposes of the
recommanced Plan.

14.3 The Direciors may at any time resclve to delegate any of their powers and duties under
the Plan.

14.4 The Direciors may setile any dispuie arising under the Plan in the manner they see fit, or
adopt any procedure they think appropsiate for the setflement of the dispute.

14.5 The Directors may, with or without taking expert advice, make any calculation or
determine any figure relevant {o the operation of the Plan, and such calculation or
determination is binding on Participants unless it is manifestly in error.

15 Taxation

Neither AGL Energy nor its Directors, officers, employees, represeniatives, agents or
advisers take any responsibility or assume any Hability for the taxation liabilities of
Farlicipanis.

16 Governing law

The Plan and its Terms and Conditions are governed by and are to be construed in
accordance with the law of New South Wales,

17 Liability

Neither the Company nor any Director or officer of the Company will be Hable or
responsible to any Participant for any loss of alleged loss or disadvantage suffered or
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incurred by a Participant a5 & result, directly or indirectly, of the establishment or
operation of the Plan or participation in the Plan or in relation to any advice given with
respect {o participation in the Plan,

18 Commencement

This Plan will cornmence on the date determined by the Directors.
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