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GILBERT,
Partner Gary K Lawlsr
Contact Philip Breden TOBIN _r

T 461 2 9263 4050
pbraden@ atlaw.com.au

Qur ref GKL:PXB: 1006228 LAWYERS

Gilbert + Tobin

24 December 2008
2 Park Strect

Sydnay NSW 2000
By fax [ pages Australia
GPO Box 3810
To Company Announcements Office Sydney NSW 2001
Australian Securities Exchange Limited T +61 2 9263 4000
Exchange Centre F+51 29262 4111
20 Bridge Sireet DX 10348 SSE

Sydney NSW 2000
Fax 1300 135 638

wwwr.gtlaw.cam.au

Dear SirYfMadam
Notice of Initial Substantial Holder — Sydney Gas Limited

We act for AGL Energy Limited and attach ASIC Form 603 advising that AGL Energy Limited has
become a substantial shareholder of Sydney Gas Limited.

Yours faithfully
Gilbert + Tobin
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Thig facsimile is solely for the use of the addrasses and may ¢ontain information Interngtipnal asgacials

which is confidential or privilaged. If you receive this facsimile in error, please b T R
notify us immediately and we will arrange for its return at our expense. Liability S KING &WOOD
limited by a scheme approved under Professional Standards Legislation. £ PHHATIONAL AN RS, LAWY
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Form 603

Caorporations Act 2001
Section 6718

Notice of initial substantial holder

‘To  Company Name/Scheme Sydney Gas Limited (SGL)

ACN/AREN 003 324 310

1. Details of substantial holder (1)

Name . AGL Energy Limlted (AGL) and itz related bodies corporate (as set out in Annexure A) (AGL
Group)

ACN/ARSN (if applicable} ACN 115 061 375

The holder became a substantial holder on 23 December 2008

2. Details of voting power

The total number of votes attaghed to all the voting shares in the company or voting intarests in the scheme that the substantial
holder ar an associate (2) had a relavant Intarest (3) in on the date the substantial holder becams a substantial holder are as
follows:

Class of securities (4) Number of securities Person’s votes (5) Votlng power (8)

Orelinary shares 79,570,523 79,670,623 19.8%
* Based on 402,543,433 shares on issue for 3GL as at tha date of this notice.

3. Petails of relevant interests

The nature of the relevant interest the substantial holder or an associate had in the following voting securities on the date the
substantial holder became & substantial holder are as follows:

Holder of relevant interest Nature of relevant interest (7) | Giass and number of securities
AGL Relevant interest under 59,670,523 fully paid ordinary
. : gection 608(1) and 608(8) of | shares,
the Corporations Act 2001

(Cth) pursuant to Pre-Bid
Acceptance Deed betweaen
AGL and AJ Lucas Group
Lirmnited ACGN 060 309 104
(A Eucag) dated 23
December 2008, & copy of
which ig attached as
Annexure B (AJ Lucas
‘Deed).

AGL , Relevant interast under 20,000,000 fully pald ordinary
section 608(1) and 608(8) of | shares.

the Corporations Act 2001
{Cth) pursuant to Pre-Bid
Acceptance Deed batwaen
AGL and Baboock & Brown
Australia Pty Limited

ACN 086 149 555 {Babeock
& Brown) dated 23
December 2008, a copy of
which is attached as
Annexurs C (Babeock &
Brown Deed).

4, Details of present registerad holders
The parsons registerad as holdars of the securities referred to in paragraph 3 above are ag follows:

Holder of ralevant Registerad holder of Person entitled to be Clags and number
interast seourities registerad as holder (8) of securities
AGL AJ Lucas AGL, subject to the terms | 59,570,523 fully paid
of the Ad Lucas Dead ardinary shares.
AGL Babcock & Brown and | AGL, subject to the terms | 20,000,000 fully paid
ite associates of the Babeock & Brown ordinary shares.
Deed

2449346 1.D0C
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5. Conslderation

The consideration paid for each relevant interest referred to in paragraph 3 above, and acquired in the four monihs prior to the
day that the substantial holder became a substantial holder is a3 follows:

Holder of relevant Date of acquisition Consideration (9) Class and number
interest ‘ of securities
Cash | Nar-cash
AGL 23 December 2008 Refer to the AJ Lucas 59,570,583 fully paid
- Daad attached as ordinary shares.

Annexure B

AGL 23 Dacember 2008 Refer to the Babeock & 20,000,000 fully paid
Brown Deed attached a5 | ordinary shares.
Annexure C

6. Aggociates
The reasons the pereons namad I paragraph 5 above are assoclates of the substantial holder are as follows:

Narme and ACN/ARSN (if applicable) Nature of association
AGL Group Each entity in the AGL Group is a related body corporate of
AGL.
[, Addresses

i
A

"he addresses of persons named in this form are as follows:

Name Address

AGL Energy Limited and each of the | Level 22, 101 Miller Streat, North Sydney NEW 20860
entities listed in Annaxure A

|
Signature
print name  Philip Breden capacity Attotrney for AGL Energy Limited
L
sign here %‘ ! ;7 /L data 24 December 2008
f - — -
DIRECTIONS
{n If there @re a number of substantial holders with similar or related relevant interests (eg. a corporation and its related

corporations, of tha manager and frustee of an equity trust), the names could be included in an annexura 10 the form. If the
relevant interests of a group of persons are essentially similar, they may be referred to throughout the form as a spacifically
mnamed group if the memberghip of each group, with the names and addresses of members is clearly set out in paragraph 7 of

the form. -
() See the definition of ‘associate’ in section 9 of the Corporations Act 2001.
)] See the definition of ‘relavant interest’ in sections 608 and 6718(7) of the Corporations Act 2001,
{4 The vating shares of a company constitute ona class unless divided into separate classes.
(5 The totad number of votes attachad to all the voting shares in the company or voting interests in the schame (if any) that the

persan or an associate has a relevant interast in.

(@) The parson's votes dividad by the total votes in the body corporate or scheme multiptied by 100.
{7 Include details of:
(&) any refevant agreement or other circumstances by which the relevant interest was acquired. If subsection §718(4)

applies, & copy of any docurent setting out the terms of any ralavant agreement, and a statement by the person
giving full and accurate details of any cantract, scheme or arrangereant, must accompany this farm, together with a
written statemant certifying this contract, scheme or arangement; and

()] any qualification of the power of a person 1o exercise, contral the exetcise of, or influence the exer_cise of, the_\{oting
powers or disposal of the securities 1o which the relovant interest relates (indizating clearly the particular securities to
which the qualification applies).

Sae the definition of ‘relevant agreement’ in section 9 of the Corporations At 2001. ‘

2449346_1.00C -
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If the substant:al holder is unable to defermine the identity of the person (eg if the relevant Interest atises because of an option)
wtite ‘unknown'.

)] Detalls of the congideration must inglude any and all benefits, money and other, that any person from whom a relevant interest
wag acquired has, or may, become entitled to receive in relation to that acquisition, Details must be included even if the benefit
is conditional an the happening or nat of 4 sontingancy, Datails must Be included of any benafit paid on behalf of the substantial

holder or its associate in relation to the acquisitions, aven if they are not paid directly fo the person from whom the relevant
interest was acquired,

2449346_1.00C
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Annexure A

This is Annexure A of 2 pages fo the Form 603 Notice of initial substantial holder signed by me and

dated 24 December 2008,

T G N

Name: Philip Breden
Attorney for AGL Energy Limited

Date: 24 December 2008

AGL. Energy Limited

AGL Limited

AGL ACT Retail Investments Pty Limited
AGL Corporate Services Pty Limited

AGL Electricity (VIC) Pty Limited

AGL Energy Limited .

AGL Energy Sales & Marketing Limited

AGL Energy Services Pty Limited

AGL Energy Services (Queensiand) Pty Limited
AGL Gas Developmenis (Hunter) Pty Limited
AGL Gas Developments (PNG) Pty Limited
AGL Gas Developments (Sydney) Pty Limited
AGL Gas Production (Gamden) Pty Limited
AGL Gas Trading Pty. Limited.

AGL Gloucaster MG NL

AGL Gloucester |LE Pty Limited

AGL HP1 Pty Limited

AGL HP2 Pty Limited

AGL. HP3 Pty Limited

AGL Hydro Operations Pty Limited

AGL Hydro Parinership ‘

AGL Pipelines Investments Pty Limited
AGL Pipelines Investmenis (QLD) Pty Limited
AGL Power Generation (NSW) Pty Limited
AGL Power Generation (QLD) Pty Limited
AGL. Power Generation (Victoria) Pty Limited
AGL Power Generation (Wind) Pty Limited
AGL Retail Energy Limited ‘

AGL SA Generation Pty Limited

AGL Sales Pty Limited

AGL Sales (Queensland) Pty Limited

AGL Sales (Queensland Electricity) Pty Limited
AGL Share Plan Pty Limited (50%)

AGL (SHL) Pty Limited

AGL South Australia Pty Limited

AGL Southern Hydro Holdings Pty Limited
AGIL. Southern Hydro Investments Pty Limited
AGL Southern Hydro Pty Limited

AGL Southern Hydro {NSW) Pty Limited

AGL Torrens Island Pty Limited

AGL Torrens Island Holdings Pty Limited
AGL Utility Setvices Pty Limited

AGL Wholesale Gas Limited

AGL Wholesale Gas (SA) Pty Limited
Ausiralian Energy Lid

24493461 doc

ABN 74 115 061 375
N/A (New Zealand)
ABN 53 093 631 586
ABN 98 093 015 724
ABN 62 070 182 099
N/A (New Zealand)
ABN 18 076 092 067
ABN 57 074 821 720
ABN 80 104 759 471
ABN 32 073 928 631
ABN 37 001 389 939
ABN 84 086 013 505
ABN 58 115 063 744
ABN 70 068 827 038
ABN 53 075 137 218
ABN 96 092 634 010
ABN 86 080 429 901
ABN 75 080 810 546
ABN 22 080 735 815
ABN 21 080 797 824

ABN 86 076 691 481 .

ABN 86 091 258 418
ABN 98 091 258 472
ABN 11 118 099 451
ABN 85 119 438 756
ABN 45 086 586 192
ABN 13 120 355 213
ABN 21 074 838 464
ABN 84 081 074 204
ABN 88 080 538 337
ABN 85 121 177 740
ABN 66 078 875 902
ABN 78 080 609 749
ABN 39 116 830 285
ABN 49 091 105 092
ABN 78 104 646 424
ABN 98 104 071 829
ABN 89 088 976 327
ABN 73 056 452 601
ABN 67 081 074 197
ABN 96 071 611 017
ABN 72 081 834 826
ABN 26 072 948 504
ABN 13 094 384 281
ABN 72 083 183 028

PFAX201
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Australian Plains Wind Farm Pty Ltd
Ben Lomond Wind Farm Pty Lid

Box Hill Wind Farm Pty Limited
Coopers Gap Wind Farm Pty Limited
© Crows Nest Wind Farm Pty Limited
Dollar Wind Farm Pty Limited

Dual Fuel Systems Pty Limited
Energy Infrastructure Management Pty Lid (50%)
Essential Energy Services Pty Lid
Geogen Pty Limited

Geogen Australia Pty Limited
Geogen Victoria Pty Limited

H C Extractions Ply Limited .
Highftelds Wind Farm Pty Limited
Magcarthur Wind Farm Pty Ltd

MWF JV Pty Limited (50%)
Oaklands Hill Wind Farm Pty Limited
PGI Pty Limited

Fowerdirect Pty Limited

Victorian Energy Pty Limited

Worlds End Wind Farm Pty Lid

2448348 _1.00¢

g

ABN 99 116 978 039
ABN 23 105 363 853
ABN 18 110 666 021
ACN 126 524 714
ABN 75 105 363 255
ABN 56 107 251 285
ABN 58 Q01 489 314
ABN 75 100 946 389
ABN 58 090 072 889
ACN 113 102 686
ACN 134 542 082
ACN 121 810 160

ABN 70 002 945 855

ABN 85 109 821 114
ABN 19106 134 507
ACN 128 819 B&2

ACN 126 595 935

ABN 52 127 185 828
ABN 28 067 609 803
ABN 97 069 892 379
ABN 98 100 728 780

PFAX201
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Annexure B

This is Annexure B of 13 pages to the Form 603 Neotice of initial substantial holder signed by me and
gated 24 December 2008.

Name: Philip Breden * '
Attornay for AGL Energy Limited

Date: 24 December 2008

2449346_1.doc page | &
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AGL Energy Limited
AJ Lucas Group Limited

Gilkart + Tobin
3 Park Street
Sydney NEW 2000
Australia

GRO Box 3810
Bydrey NSW 2001

T +81 29263 4000
F +61 202634111

D 10348 S3E

wiviv. gHlaw, com.au
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Date: 23 Decernbier 2008
Partigs

1 AGL Energy Limited (ACN 115061 875) of Level 22, 101 Miller Street North
Sydney NSW 2080 (Bidder)

2 - AJ Lucas Group Limited (ACN 060 309 104) of 157 Church Street, Ryde, New
South Wales, 2112 (Securityholder)

Background

A Sacurityholder is the legal and beneficiai owney. of 58,570,523 fully paid ordinary
shares in Target (Acoeptance Securities).

B Bicider proposes to make a public announcement of its intention to make the Offer.
€ If such Offeris made, Securityholder hias agreed to accept thi Offer on the terins’

and conditioris of this document in respect of the Acseptance Securities.

The parties agree

1 Defined terms and interpretation
1.1 Definitions in the Dictionary
A term or expression stat"tihg with & capital letter:

(a)  which is defined in the Dictionary ih Schedule 1 (Dictionary), has the meaning
given to it in the Dictionary;

(o)  whichis defined in the Corporations Act, but is not defined in the Dictionary, has
the meaning given to'itin the Corporations Act,. and h

{c) which is defined Iri the GST Law, but is-not defined in the Dictionary of the
Corporations Act, has the méaning given ta it in the GET Law,

1.2 Interpretation

The interpretation clause in Schedule 1 (Dictionary) sets outrules of interpretation for
this Agresment,

2 Bidder’s promise and Securityholder’s promise
2.1 Bidder's promise
Bidder may publicly announce the Offer at.not less than the Offer Price and subject only

to the conditians set out in Schedute 2 no later than 2 Business Days after the date of this
Agreament. :

Gilbart + Tobin
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2.2 Securityholder’s promise

in return for Bidder paying to Securityholter $10.00 {receipt of which is ackniowledged by
Securityholder) and the various obligations in this dodument, Securityholder agrées that, i
if Bidder publicly announces the Offet in accordance with clause 2.1, Securitynolder will: {

(8) subject to this Agresment not having been terminated Under clauses b(d) or 5(e), |
acoept the Offer in respect of the Acceptance Securities by no later than 2 l
Business Days after Target lodges its Target's-Stafement with ASIC under section ;
633 step 13 of the Corporations Act; and i

(B)  do everything (including exectie any document and make any election) that Bidder
may reasonably require to give fulf effect to Securityholder’s obligations to accept
the Offer in respect of the Acceptance Securities.

3 Substantial holder notice

The Bidder agrees that it will I.‘cj_),dg.é; w-.itfh“the ASX an initial substantial holder notice in
relation o all relevant Target Securities; including the Acceptance Securities, (which will
attach a copy of this Agreerent) at the time required by the Corporations Act.

4 Warranties
The Securityholder and Bidder each warrahts 1o the other that:
{a) it has full power and authority to enter into this Agreement; and

(b) the execution and performance of this Agreement is not in breach of any trust,
deed, contract or other obligation to which'it is bound.

The Bidder warrants that the entry into this Agreement by the pariies will not cause
Bidder to breach section 606 of the Corporations Act..

5 Expiry and Termination
This Agresment will expire and téminate and there will be: no continuing rights or
obligations of either party (other than the warkanties undet clause 4) on the first to ocour
of the following events:

(a) the Offeris not-announced as contemplated by clause 2.1 within 2 Business Days
of the date of this Agreement;.

(b)  Bidder contravenss section 631(1).of the Corporations Act by not making offers for
Target Secilrities within 2 months after the date of the an nouncement of the Offer:;

(¢) Securityholder accepts thie Offer for all the Acceptance Securities;
(dy  prior to acceptance of the Offer by Securityholder, another bidder.
(i)  makes offers underatakeover bid for the whole of Target;
(i)  ataprice per Tatget Security higher than the ther Otfer Price;

(i)  which is or has become free from defeating conditions other than a
Prescribed Qocurrence or FIRB approval

T .

;Gilbert 4+ Tebin I 24590002 pre-bid agrewment.doc page | 2
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and Bidder does not, within 5 Business Days of the latet of the date those offers
were made and the date those offers became free from defeating conditions other
than a Presctibed Qceurrence or FIRB approval;

(ivy  vary the Offer in accordance with section 650D of the Corparations Ast to
increase the Offer Price to equal to or greater than those offers; and

© (V) waive any remaining defeating conditions; or

prior to acceptance of the Offer by Securityhoider, Target announces a scheme of
arrangement under which a third party will become the controlling shareholder of
Target and the Shareholders wili dispose of all of their Targst Securities to the third
party at a price per Target Security higher than the then current Offer Price and
Bidder does not, an of before the 20" Business Day before the scheme meeting:

(i}  vary the Offer in accordance with section 680D of the Corporations Act to
increase the Offer Price 1o equal to or greater than the scheme price; and

(i)  waive any remaining defeating conditions.

6 Acknowledgemenis

(a)

(0}

{¢)

The Secutityholder acknowledges and agrees that Bidder has the right, subject to
the Corporations Act, to delete, waive or vary any of the conditions in any Otfer,
declare any Offer unconditional or extend any Offer at any time.

Each of Securityholder and Bidder acknowledge and agree that clauses 5(d) and
(e) operate successively so that for each successive counter takeover bid meeting
the requirements in clause 5(d), or scheme announcement meeting the
requirements of clause 5{e), Bidder must increase the Offer Price as provided in
the relevant clause to prevent termination. |f an increase to the price of offers
under a counter takeaver, or the price under a scheme, is contingent on an event
occurring other than:

iy  inthe case of a takeover bid, a Prescribed Occurrence or FIRB approval; or

(i} in the case of a scheme, approval by the court in accordance with
section 411 of the Corporations Act,

the consideration offerad under the counter takeover bid or the scheme is not
regarded as being at the price unless and until that avent occurs.

Each of Securityholder and Bidder acknowledge and agree that, for the purposes
of clauses 5(d), 5(e) and (b}, shares or units which are offered under a counter
takeover bid or scheme as consideration will be valued at the volume weighted
average sale price of those sharas or units on the ASX (or other recognised
exchange on which such securities are quoted) in the 5 trading day period prior to:

() inthe case of a counter takeover bid — the later of the date that the offers

under the bid are made and the date that the offers become unconditional;
and :

(@ inthe case of a scheme ~the 23 Business Day before the scheme
meeting,

(the Relevant Date).

P 12/32
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In the event this methodology cannct be applied, the value will be the value as:
assessed by an independent investment barik (acting ds expert) appointed by
agreement between Securityhoider and Bidder, as atthe Relévant Date. Failing
agresmant, the investment bank will be appointed by the President for the: time
being of the Institute of Chartered Accourftants (New: South Walas Division) o hig
ot har nominee. -

|
R
|
|
|
'2

7 Severance

If, at any time, any provision of this Agreement s or becomes-illegal, invalid or
unenforceable in any respect under the law of any jurisdiction, that will not affect or
impair:

(a)  the legality, validity or enforceability in that Jurlgdiction of any other provision of this
Agresmient; or

{b)  the legality, validity or entorceability under the taw of any other jurisdiction: of that
provigion of any-other provision of this Agfeermnent,

8 Confidentiality
The fact and terms of this Agreement must be kept confidential until the earliér of:
(a} the announcement of the Otfer; or
(b} thelodgement of a substantial shareholder notice by a party.

Subject to compliance with ali applicable laws, no substantial holder notice may be
{odged before the second business day after the date of thiy agreement

9 Consent

Secutityholder consents to the inclusion of reterences o it and the subject matter of this.
Agreement in any public announcemant by Bidder in relation to the Offer or to any such

references or statéments required in a Bidder's Statement issued in connection with the
Oifer,

10 Other
10,1 Acknowledgement

Securityholder acknowledges that nothing in this Agreerent cbliges Bidder to announce
or proceed with the Offer. ‘ ‘

10.2 Entire agreement

This Agreement constitutes the entire agreement between the parties about its subject
matter and supersedes any previous agreements, understandings and negotiaions on
that subject matter and each party acknowledges that i entering into this Agresment it
has not relied on any rapresentations, warranties.or undertakings about its subject matter
except as expressly contained in this Agreement.

I;ﬁilbert + Tebin | 2460000 2_prebid dreamantdos page |4
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10.3 Governing law

This Agreement is governed by the law in force in New South Wales. Each party submits
to the non-exclusive jurisdiction of the couris of New South Wales.

10,4 Counterparts

This Agreement may be executed in counterparts. Al counterparts when taken together
are 1o be taken to constitute one instrument.

:{-,‘xilbar‘t 4 Tobin I 2489000_2_pre-bld agroemint.doc page | §
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Schedule 1 —
Dictionary

1 Dictionary
in this Agreeme‘nt:

Acceptance Securities means 59,570,523 fully paid ordinary Target Securitias held by
the Securityholder,

ASIC means the Australian Securities and Investments Comimission.
ASX means the Australian Securities Exchangs.

BusinessDay means a day that is not 2 weekend ar & public holiday in the State of New
South Wales,

Corpqrations Act means Corporations Act 2007 (Cth).

Offer maans offers for the Target Securities (if any) made by the Bidder descrtbed in
clauge 2 as varied in accordance with the Corporations Act,

Offer Pricé means cash consideration of $0.425 per Target Security,
Prescribed Occurrence means the nccurrence of any of the following events:
(a) Target.converts all-or-any of its shares into a larger or smailer nurmber of shares;
(b)  Target or a subsidiary of Target resolves to reduce its share capital in-any way;
(¢)  Target ot a subsidiary of Target:

()  enters into a buy-back agreement; or

(i} resolves to approve the terms of a buy-back agreemierit under seetion
257C(1) or section 2570(1) of the Gorporations Act;

{d)  Target or a subsidiary of Target issues shares, of grants an option over ifs shares
or agrees to make such an issue or grant such an option;

{8)  Target ora subsidiary of Target issues, or agrees to issue, convartible notes;

()  Target or a subsidiary of Target disposes or agrees to dispose, of the'whoie, or a
substantial part, of its business or propetty;

{g) Target or a subsidiary of Target charges, or agreés to charge, the whale, or a
© gubstantial par, of its business or property;

()  Target or & subsidiary of Target resolves that it be wound up;

() atiquidator.or provisional liquidator of Target of of & subsidiary of Targetis
appointad;

()  acourt makes an order for the winding up of Target or of 2 subsidiary of Target;

..............

Gﬂbe:rt + Tobin 24550005, Fré-bid agreemant doc Schedute 1 - Dictionary | page | 6
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an administrator of Target or of a subsidiary of Target is appointed under section
436A, 4368 or 4360 of the Corporations Aci;

Target or of & subsidiary of Target executes a deed of company arrangement, of

a receiver, of a receiver and managet, is appeinted in relation to the whole, or a
substantial part, of the proparty of Target or of a subsidiary of Target.

Shareholders means those persons who hold Target Securities (at the relevant date).

Target means Sydney Gas Limited (ABN 93 003 324 310}.

Target Securities means fully paid ordinary shares in the capiial of Target.

2 Interpretation

In this Agreement, the following rules of interpretation apply uniess the contrary intention

appears:

(a) headings are for convenience only and do not affect the interpretation of this
Agreement;

(b)  the singular includes the plural and vice versa;

(&)  words that are gender neutral or gender spegific inciude each gender;

(d) where a word or phrase is given & particular meaning, other parts of speech and
grammatical forms of that word or phrase have cotresponding meanings;

(€) the words 'such as', 'including’, ‘particularly' and simifar expressions are not used

as, nor are intended to be, interpreted as words of limitation;
a reference to:

() & person includes a natural person, partnership, joint venture, government
agency, association, cotporation or other body corporate;

(i  athing (including, but nat limited to, a chose in action or ather right) inchudes
a part of that thing;

(i) & party includes its successors and permitted assigns;
{(iv) adocument inciudes all amendments or supplements 10 that document;

(v} aclause, term, party, schedule or attachment is a reference to a clause or
term of, or party, schedule or attachment to this Agreement;

(vi) this agreement includes all schedules and attachments to it;

{vi))  alaw includes a constitutional provision, treaty, decree, convention, statute,
regulation, ordinance, by-law, judgment, rule of common law or equity or &
rule of an applicable Financial Market and is a reference to that law as
amended, consolidated or repiaced; ’

(viil) an agreement other than this agreement includes an undertaking, or legally
enforceable arrangement or understanding, whether or not in writing; and

P 16/32
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(ix} a monetary amount is in Australian dollats;
()  an agreement on the part of two or more persons binds them jaintly and severally;

(h)  when the day on which something must be done is not & Business Day, that thing
must be done on the preceding Business Day;

{i) ih determining the time of day, where relevém 10 this Agreement, the relevant time
of day is:

(. forthe purposes of giving of receiving notices, the time of day where a party
receiving a notice is located; or

(i) .for any other putpose under this agreement, the time of day in the place
where the party required to perform an obligation is located; and

‘(j) no rule of construction applies to the disadvantage of a party because that party
wag responsible for the preparation of this agreement or any part of it.

:f'ailbert + Tobin ‘ 2AZ9000_2, pré-bid Agreement doc Sehedule 1 - Dictionary | page | 8
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Schedule2 —
Conditions

There being no Prescribed Qoourrence Between the-date that the Offer is announced and
the close of the offer period of the,Offer.
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Execution page
Executed as an agreement.

Signed for AGL Energy Limited by lis
attorney under power of attorney in the
presence of:

il g ed | —

Witness Sié?rﬁit{fﬁbﬂ / Attorney Signature
John Fitzgerald _‘ Michael Moraza
Print Name Ty y—

Each attorney executing this Agreament states that he or she has no notice of revocation or
suspension of his or her power of aitorney.

Bigned for A Lueas Group Limited Dy

Signature of director Signature of director/secretary

Nama of director {print) Name of director/secretary (print)

iﬁilbalt + Tobin 2459000_2_pre-bid agreament doc Execution | page | 10




2009-01-24 11:19 | | > PFAX201 P 20/32

Execution page
Executed as an agreement.

‘Signed for AGL Energy Limited by its
aftorney under power of attorney in the
presence of:

Witness Signature Attorney Signature

Print Nama Print Name

Each attorney executing this Agreement states that he or she has no notice of revocation or
suspension of his or her power of attorney.

Signed for AJ Lucas Group Limited by:

Signature of director Signature of director/secretary
HALT LAY 30 ol G:ﬁ.é&b\ /Mﬁwémaﬁflgﬁﬂ/
Narne of director (print) ' Name of director/secretary (print)
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Annexurs C

This is Annexure C of 11 pages to the Form 603 Notice of initial substantial holder signed by me and
dated 24 December 2008.

Name: Philip Breden ‘
Attorney for AGL Energy Limited

Date: 24 December 2008

2440346_1.doc . page|7
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Date: 23 December 2008
Parties

1 AGL Energy Limited of Level 22, 101 Miller Street North Sydney NSW 2060
(Bidder)

2 Babcock & Brown Australia Pty Ltd of Level 23, The Chifley Tower, 2 Chifley
Square, Sydney NSW 2000 (Securityholder)

Background

A Associates of the Securityholder are the beneficial owner of 20,000,000 fully paid
ordinary shares in Target (Sale Securities).

B Bidder proposes to make a public announcement of its intention to make the Qffer,
C If such Offer is made, Securityholder has agreed to procure acceptance of the

Offer on the terms and conditions of this document in respect of the Sale
Securities.

The parties agree

1 Defined terms and interpretation
1.1 Definitions in the Dictionary
A term or exprassion starting with a capital letter:

()  which is defined in the Dictionary in Schedule 1 {Dictionary), has the meaning
given to it in the Dictionary;

(b)  which iz defined in the Corporations Act, but is not defined in the Dictionary, has
the meaning given to it in the Corporations Act; and

(c)  which is defined in the GST Law, but is not defined in the Dictionary or the
Corporations Act, has the meaning given to it in the GST Law.

1.2 Interpretation

The interpretation clause in Schedule 1 (Dictionary) sets out rules of interpretation for
this agreement.

2 Bidder's promise and Securityholder’s promise
21 Bidder's promise
Bidder promises to publicly announce the Offer at not less than the Offer Price and

subject only to the conditions set out in Schedule 2 no later than 2 Business Days after
the date of this Agreement.
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2.2 Securityholder's promise

In return for Bidder paying to Securityholder $10.00 (receipt of which is acknowledged by
Securityholder) and the various obligations in this document, Securityholder agrees that if
Bidder publicly announces the Offer at no less than the Offer Price and subject only to a
"no prescribed occurrences condition” in accordance with section 652G of the
Corparations Act, Securityholder will procure that the holders of the Sale Securities:

(@)

(b)

accept the Offer in respect of the Sale Securities by no tater than 2 Business Days
after Target lodges its target’s statement in respect of the Offer with ASIC under
section 633 step 13 of the Corporations Act; and

do everything (including execute any document and make any election) that Bidder
may reasonably require to give full effect to Securityholder's obligations to procure

acceptance of the Offer in respect of the Sale Securities in accordance with clause

2.2(a).

3 Substantial holder notice

The Bidder agrees that it will lodge with the ASX an initial substantial holder notice in
relation to the Sale Securities (which will attach a copy of this Agreement) at the time
required by the Corporations Act.

4 Warranties

The Securityholder and Bidder each warrants to the other that:

(@)
(o)

it has full power and authority to enter into this Agreement; and

the execution and performance of this Agreement is not in breach of any trust,
deed, contract or other obligation to which it is bound.

5 Expiry and Termination

This Agreement will expire and terminate and there will be no continuing rights or
obligations of either party (other than the rights and obligations under clause 4) on the
first to occur of the following events: .

(@)

(b

{c)
(d)

the Offer is not announced as contemplated by clause 2 within 2 Business Days of
the date of this Agreement;

Bidder contravenes section 631(1) of the Corporations Act by not making offers for
Target Securities within 2 months after the date of the announcement of the Offer,

Securityholder procures acceptance of the Offer for all the Sale Securities;

prior to completion or acceptance of the Offer by the Securityholder, another
bidder:

(i)  announces a takeover bid for all the Target Securities;
(i)  ata price per Target Security higher than the then Offer Price; and

(i) which is either unconditional or conditional enly one or more of the following
conditions: no prescribed occurrences under section 652C of the
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Corporations Act, approval (or expiry of the applicable period) under the
Foreign Acquisition and Takeovers Act and/or the condition referred to in
section 625(3) of the Carporations Act,

and Bidder does not, by the earlier of 2 Business Days of the announcement of
that takeover hid and the date Securityheolder is required to accept the Offer under
clause 2.2, announce that it will vary the Offer in accordance with section 650D of
the Corporations Act to increase the Offer Price to equal to or greater than that
takeover hid; or

prior to completion or acceptance of the Offer by the Securityholder, Target
announces a scheme of arrangement under which a third party will become the
controiling shareholder of Target which is at a price per Target Security higher than
the then current Offer Price and Bidder does not, on or before the earlier of 2
Business Days of the announcement of that scheme and the date Securityholder is
required to accept the Offer under clause 2.2, announce that it will vary the Offer in
accordance with section 6200 of the Corporations Act o increase the Offer Price o
equal to or greater than the scheme price.

6 Acknowledgements

(a)

{b)

(e)

The Securityholder acknowledges and agrees that (without limiting the operation of
clauses 2.1 and 5) Bidder has the right, subject to the Corporations Act, to delete,
walve ar vary and conditions in any Offer, declare any Offer unconditional or
extend it at any time.

Each of the Securityholder and the Bidder acknowledge and agree ihat clauses
5(d) and {e) operate successively s that for each successive counter takeover bid
announcement meeting the requiremenis in clause 5(d), or scheme announcement
meeting the requirements of 5(e), the Bidder must increase the Offer Price as
provided in that clause o prevent termination but the effect of those clauses
ceases once Completion occurs. If an increase to the price of offers under a
counter takeover, or the price under a scheme, is contingent on an event occurring
other than:

(iy  inthe case of a takeover bid, an Excluded Condition; or

(i) inthe case of a scheme, approval by the court in accordance with section
411 of the Corporations Act,

the consideration offered under the counter takeover bid or the scheme is not
regarded as being at the price unless and until that event occurs.

Each of the Securityholder and the Bidder acknowledge and agree for the
purposes of clauses 5(d), 5(e) and 6(b), shares or units which are offered under a
counter takeover bid, scheme or other fransaction as consideration will be vatued
at the volume weighted average sale price of those shares on the ASX (or other
recognised exchange on which such securities are quoted) in the 5 trading day
period prior to announcement of the counter takeover bid or scheme (the Relevant
Date).

In the event this methodology cannot be applied, the value will be the value as
assessed by an independent investment bank (acting as expert) appointed by
agreement between the Securityholder and the Bidder, as at the Relevant Date.
Failing agreement, the investment bank will be appointed by the President for the
time being of the Institute of Chartered Accountants (New South Wales Division) or
his or her nominee.
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7

Severance

If at any time any provision of this Agreement is or becomes illegal, invalid or
unenforceable in any respect under the law of any jurisdiction, that will not affect or
irnpair: '

(a) the legality, validity or enforceability in that jurisdiction of any other provision of this
Agresement; or

(b)  the legality, validity or enforceability under the law of any other jurisdiction of that
provision or any other provision of this Agreement. '

8 Confidentiality

The fact and terms of this agreement must be kept confidential until the earlier of:
(&) the announcement of the Offer; or
{(b)  the lodgement of a substantial sharehalder notice by a party.

Subject to compliance with all applicable laws, no substantial holder notice may be
lodged before the second business day after the date of this agreement.

9 Consent
Securityholder consents to the inclusion of references to it and the subject matter of this
agreament in any public announcement by Bidder in relation to the Offer or to any such
references or statements required in a Bidder's Statement issued in connection with the
Offer, subject to the announcement or Bidder's Statement stating that Securityholder has
not caused the issue of the announcement or Bidder's Statement and takes no
responsibility for any part of the announcement or Bidder's Statement.
10 Other

10.1 Acknowledgement
Securityholder acknowledges that nothing in this agreement obliges Bidder to announce
or proceed with the Offer,

10.2 Entire agreement
This agreement constitutes the entire agreement between the parties about the Sale
Securities and supersedes any previous agreements, understandings and negotiations
on that subject matter and each party acknowledges that in entering into this agreement it
has not relied on any representations, warranties or undertakings about its subject matter
except as expressly contained in this agreement. ‘

10.3 Governing law
This agreement is governed by the law in force in New South Wales. Each party submits
to the non-exclusive jurisdiction of the courts of New South Wales.
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10.4 Counterparts

Thig agreemént may be executed in counterparts. All counterparts when taken together
are to be taken to constitute one instrument,
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Schedule1 —
Dictionary

1 Dictionary

in this agreement;
ASIC means the Australian Securities and Investments Commission.

Associate in relatlon to a person {first person) means any other person controlling,
controfled by, or under common control with, the first person, and contrel for the purpose
of this definition means the power to direct or cause the direction of the management,
policies, investments or affairs of the controlled person, whether through ownership of
securities or partnership or other ownership interests, trusteeshlp, beneficial entilement
to a trust, by contract or Dthervwse

ASX means the Australian Securities Exchange.

Business Day means a day that is not a weekend or & public holiday in the State of New
South Wales.

Corporations Act means Corporations Act 2007 (Cth).
Excluded Condition means a defeating condition that is a “no prescribed occurrence
condition” (being the occurrence of any of the events set out in section 652C of the

Corporations Act).

Offer means off-market offers for the Target Securities (if any) made by the Bidder
described in clause 2 as varied in accordance with the Corporations Act.

Offer Price means cash consideration of $0.425 per Target Security.

Sale Securities means 20,000,000 fully paid ordinary Target Securities held by the
Securityholder.

Shareholders means those persons who hold Target Securities (at the relevant date).
Target means Sydney Gas Limited ABN 93 003 324 310.

Target Securities means fully paid ordinary shares in the capital of Target.

2 Interpretation

In this agreement the following rules of interpretation apply unless the contrary intention
appears:

(a) headings are for convenience only and do not affect the interpretation of this
agreement;

(b)  the singular includes the plural and vice versa;
(c)  words that are gender neutral or gender specific include each gender,

(d)  where a word or phrase is given a particular meaning, other parts of speech and
grammatical forms of that word or phrase have corresponding meanings,
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the words 'such ag, ‘incduding', ‘particularly’ and sirmilar expressions are not used
as, nor are intended to be, interpreted as words of limitation;

a reference to!

{i) a person includes a natural person, parfhership, joint venture, government
agency, association, corporation or other body corporate; ‘

(il  athing (induding, but not limited {o, a chose in action er other right) includes
a part of that thing; :

(iy a party includes its successors and permitied assigns;
(iv) adocumentincludes all amendments or supplements {o that document;

(v) aclause, term, party, schedule or attachment is a reference to a clause or
tarm of, or party, schedule or attachment to this agreement;

(vi) this agreement includes all schedules and attachments to it;

(vii) alawincludes a constitutional provision, treaty, decree, convention, statute,
regulation, ordinance, by-law, judgment, rule of common law or equity or a
rule of an applicable Financial Market and is a reference to that law as
amended, consolidated or replaced,

(vii) an agreement other than this agreement includes an undertaking, or legally
enforceable arrangement or understanding, whether or not in writing; and

(ix) amonetary amount is in Australian dollars;

an agreement on the part of two or mere persons binds them jointly and severally;

when the day on which something must be done is not a Business Day, that thing
must be done on the preceding Buginess Day;

in determining the time of day, where relevant to this agreement, the relevant time
of day is:

(i)  for the purposes of giving or receiving nolices, the time of day where a party
receiving a notice is located; or

(i)  for any other purpose under this agreement, the time of day in the place
where the party required to perform an obligation is jocated; and

no rule of construction applies to the disadvantage of a party because that party
was responsible for the preparation of this agreement or any part of it,

Gilbert + Tobin
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Schedule 2 —
Conditions

No “prescribed oceurrences” within the meaning of Se;tion 652C of the Corporations Act
between the date that the Offer is announced and the close of the offer period of the Offer
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Execution page

Executed as an agreement.

Signed by Michael Moraza as attorney for

AGL Energy Limited under power of attorney
dated 22 Decembgn 2008 in the presence of:

v '
4 ‘ iy
Signature it By executing this agreement the attorney states
that the attorney has no notice of revocation of

j ‘ the power of attorney
éx}@ Z/)u/ Ae . Michael Morg}za

Name of witness (print)

Signed for Babcock & Brown Australia Pty Ltd

by: ‘
ZZ? Y K/%M/-

Siénature of directo ' Signature of d#eeﬁa'r#secretary
OHN EanNNIN G WEANE Hienges
Name of director (print) Name of director/secretary (print)
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