Attention ASX Company Announcements Platform
L odgement of Open Briefing®

APA Group O_ —

corporatefile.com.au

APA Group

Level 19, HSBC Centre
580 George Street
Sydney NSW 2000

Date of lodgement: 14-Mar-2008
Title: Open Briefin§. APA Group. MD on Profit & Outlook
Record of interview:

cor por atefile.com.au

APA Group (APA) announced its half year result fol3ecember 2007 including

underlying revenue of $443 million up 82% versus firevious corresponding
period, underlying EBITDA of $214.7 million up 59%nd underlying operating

cash flow of $109.3 million. Can you explain whese key financial measures
were up strongly versus the pcp?

MD Mick M cCor mack

Firstly, | am very pleased at the strong contritmsi from our recent acquisitions,
which is reflected in our financial performance. h&4 you look at our overall

performance, the things which really stand out thiee ongoing growth in our

existing businesses — that is, the organic growthred on by the resource boom
and gas fired generation. [I'm talking particulaty Queensland, Western
Australia and also soon in the Northern Territolso, we're pleased with the

benefits of managing operations ourselves, padiburemoving the management
fees and operating margins, which previously wexel po third parties, and the
early successes in capturing integration efficies.ci



cor por atefile.com.au

For the half year to 31 December 2007, the distidinuper security was 14.5 cents
versus 14.0 cents in the pcp. Can you explain tnogerlying operating cash flow
increased 48.2% to $109.3 million?

MD Mick M cCormack

It was a strong increase and, on a per unit basje increased operating cash
flow per security by 2.5 cents. That in itselfsignificant. Certainly a major

factor in the increase in underlying operating cééalv was the contribution from

our recent acquisitions coupled with the strongaaig growth from our existing

businesses. Importantly, our operating cash flaw Wwell and truly covered our
distributions for the half, translating into an ogténg cash flow payout ratio of

around 61%.

Importantly, we have consistently paid out all alistributions from operating
cash flow and will continue to do so. That is, dex’'t draw down debt to pay out
our distributions. Our strategy ensures that we ftand distributions, stay in
business capex and the future growth of our busindsle managing our debt
profile.

I'll also point out that we are an operating bussand we are no different from
companies like David Jones or BHP. We all earritsror in our case operating
cash for the year, but none of us pay out 100%iwdends or distributions

because some cash has to be kept in reserve tdHerisiness.

cor por atefile.com.au
What is the earnings (or cash flow) and distributmutlook? How will you
continue to achieve stable and consistent growtherbusiness?

MD Mick M cCormack

Looking at the solid growth in our existing busises, the increased cash flows
from the new businesses and the expected efficitenefits from integrating
these businesses, barring unforeseen circumstandBg, has revised its
distribution guidance up to a target of 5% grow#r pnnum over the medium
term. We have increased our full year EBITDA guicka for FY08 to between
$400 million to $410 million which is up from $38fillion to $390 million
previously. We announced this guidance at our ltegoresentation on 26
February 2008.

Six months ago at our full year results announcéjregsaid that the operating
efficiencies we are targeting would take about tyears to flow through

completely. I'm encouraged by the initial result&ome of those have come
through in the first half year results, and we’'mmfortable that we’ll be able to
maintain that momentum over the next 18 months.

We will also continue to drive our businesses tximée organic growth. In this
last half year alone, we’'ve committed to expansiohshe Moomba to Sydney
Pipeline, the Carpentaria Gas Pipeline and the fietdd Gas Pipeline. We also
see continued opportunities over the coming yearsantinue on the organic
growth path.



cor por atefile.com.au

Can you explain the strengths and weaknesses in ly@lance sheet including
level of gearing, interest cover, interest costgerest rate exposure, access to
undrawn debt and the ability to refinance your @elire you working to improve
the balance sheet in any significant way?

MD Mick McCormack

| can understand the concerns in the market ardhadpotential risk to any

company in the current credit environment. HoweWlPA has very strong

predictability of its cash flow, which means we capport higher levels of debts
than other industries and do so quite comfortably.

Coupled with prudent capital management with appate hedges, we have a
very sustainable business even in these tight tinhlesaddition, regulatory resets
also provide an inbuilt protection mechanism agdaiiseng debt and equity costs.
Also, APA’s gearing level at 31 December was 71.6%ell within our debt
covenant ratio and down from 72.4% about six mordge after the Origin
Networks acquisition.

We have sufficient headroom in our existing delilitees to accommodate our
current growth capex commitments for the next 1&tm® to two years, and any
new capex comes with additional, secure, long teash flows typical of our

business to support the investment.

APA’s debt profile is secure and well managed, with significant refinancing
due until 2010. Our interest cover ratio for tleeadar year was 1.82 times and
this is also within our target range.

Some concern has been expressed that we are wdtpeeh on interest rates
versus our peers, however our business model ferelit as we have a more
diversified asset group that sets us apart frompeers. Accordingly, we're able
to manage our interest rate exposure on a portfagis, which recognises that we
have a wider group of assets both regulated arejuftated.

Having said that, APA maintains a strategy of heddietween 65% and 90% of
our debt, either through fixed rate borrowings or ibterest rate swaps. At
present, hedging covers 70% of our borrowings aod should note that the
unhedged component also has a degree of protdttiongh the CPI linkages in
our various revenue contracts.

Our hedging philosophy also recognises that, asapgroach a regulatory reset
like the one we now face with our Victorian accassangement, the regulatory
WACC is adjusted, taking into account movementsurrent rates and borrowing
margins. Accordingly, there is an inbuilt protectimechanism which operates for
a period after which APA can then match with direedges as desired. It's
important to note again that APA has a wider grotipssets some of which are
subject to regulatory access arrangements at eliffearmes. Hence, APA is not
beholden to any one particular access arrangemeaspect of its debt costs.



Our investors continue to support APA through eqratsings such as the ongoing
distribution reinvestment plan and the SecuritycRase Plan. In total we have
raised around $100 million this half which in padas been used to reduce our
borrowings.

cor por atefile.com.au
Can you explain how successfully you’'ve implemertteinew business model of
combining infrastructure ownership with operations?

MD Mick M cCor mack

APA'’s existing and new staff have highly developgerating and financial skills

across energy infrastructure. For example, Stekik ddr Group Manager of

Operations and | have over 50 years’ combined éxpes in direct operations of
infrastructure And, together with our newest empks/who have come on board
with the recent acquisitions, APA is now able tovelrgreater value out of our

assets. We own, manage and operate them so westarde how to generate
maximum value out of them and we don't lose thdueahrough external fee

leakage.

cor por atefile.com.au

Can you give an update on progress with the intiegraand consolidation of the
various businesses you have acquired? What fiaebenefits have you extracted
and what is to come?

MD Mick M cCor mack

The first thing we did was to work out how the wais businesses should report,
whether there was any obvious duplication in preegsand how to integrate the
businesses under a common culture. When delivehadfull year results last
August, | expected this project to take around htims to complete and to date
we are tracking in line with that. We recognisedyeon that APA would be best
served if it was structured along functional rathtban geographical lines.
Previously, APA had a state-based reporting stractuth six state managers.
The new structure has been put in place and prevaetronger platform to
remove overlap in functions and to improve struatuefficiencies between
interconnecting assets, particularly in the eastéates.

There are two clear examples which relate to tkeréonnectedness of the Roma
to Brisbane Pipeline and Allgas systems and thaoviw and NSW pipeline
systems. Historically, in both cases, they haweeliped separately, but common
ownership allows us to integrate the systems anichige capacity. Rationalising
systems, reducing duplication and implementingtatfias to harness our very
impressive people skills, is allowing us to purbusiness growth opportunities in
a real and effective manner.

And finally, aligning and simplifying finance, ITnd procurement functions and
platforms will also lead to cost efficiencies, tmur focus will retain operational
and asset integrity.



cor por atefile.com.au

Why has the intense corporate activity in the tigdi sector subsided? What
opportunities remain for APA? Will this be an innfamt area for growth for APA
in the future?

MD Mick M cCormack

There has certainly been a slowdown of consolidagictivities in the short-term,
which has probably been driven by the state ofnfirel markets. However, we
expect more consolidation in the medium-term andA A® well positioned to
examine any opportunities as and when they arise.

APA'’s focus for the time being remains on organiovgh and integration. We
have recently doubled our asset base and beli@re #re many opportunities to
keep us busy over the next few years with or wittamy further M&A activity.

cor por atefile.com.au
What were the operating highlights for the halfrpeeHow can you improve the
operating units?

MD Mick M cCor mack

| am particularly proud of our operational achieesns. Unfortunately, our
achievements have been slightly overlooked in thisent market. During the
half year we commissioned one new compressor, agadrbwork on a further
three compressors to increase capacity in exigpipglines to meet growing
demand. The Bonaparte Pipeline in the Northermitdey is on track to deliver
first gas in January 2009 with work scheduled tooence following the 2008
wet season.

Our acquisitions have performed well. Both Gasmed Allgas have exceeded
performance expectations and the removal of thet&lO&M arrangements,
allows APA direct control over our major pipelinasd will reduce costs. We
have increased the contracted capacity of almdstoa pipelines and it's
particularly pleasing to see the Moomba to Sydnigglie make the successful
transition to a more dynamic role in satisfyingteas Australia’s transport needs.

In addition, the continued expansion of resouragegts in WA and Queensland,
continue to drive up demand on our existing pigedinThe contributions from our
complementary assets have come through this hatficplarly our new 30MW
Mt Isa gas fired power station, which provides &ddal power to the Xstrata
processing plant, and will operate for at leasyéars.

The geographic location of our various assets pes/further benefits such as the
additional gas transported through our Carpent&ds Pipeline to the power
station.

cor por atefile.com.au

A year after the Gas Transportation Deed with AGhieed on 1 January 2007,
what are the growth opportunities for your majosedsthe Moomba to Sydney
Pipeline (MSP)?



MD Mick M cCormack
So long as there is gas supply to the eastern tsarkeere will be growth
opportunities for the MSP.

We will always welcome opportunities to competehwtite Eastern Gas Pipeline
and to complement delivery options for gas usdrs.the short-term, the MSP
provides additional key services in managing load dn increasingly peaky
market.

Over the longer term, we envisage additional sauafegas will be required to
meet eastern Australian demand. The MSP is wailitipaed to deliver this gas.
In any case, one of our strategies over the pastyiears has been to reduce the
prominence of the MSP through diversifying into @mber of pipelines across
Australia. It is no longer our major asset — cidmtting about 10% of revenue,
compared with over 60% back in 2000.

cor por atefile.com.au
How successful have your investments been in assetplementary to your
traditional assets? Will this be a significant ai@afuture growth?

MD Mick M cCor mack

Over the past few years we have pursued investmeomplementary assets such
as coal seam processing facilities, gas storag#ititsc and gas-fired power
generation. We’'re happy with their performancel&abe and their contribution to
our bottom line. As expected from these compleargrassets, their geographical
location has benefited our existing infrastructwéh additional gas being
delivered through most of our pipeline systems,efcample, the Tipton West and
Kogan North gas processing facilities in Queenslaar@ providing additional
throughput for transportation in our Roma to Brisb®ipeline.

With our extensive footprint across mainland Augrathere continues to be
additional opportunities like these for APA.

cor por atefile.com.au
In summary, with so many changes implemented adtzssusiness in recent
years, can you explain how you have positioned A®®grow shareholder value?

MD Mick M cCormack

APA is comfortably positioned to target distributigrowth at least 5% over the
medium-term. We’ve been able to demonstrate thiddbivering a solid financial
result for the first half of the financial year nd all of that underlying
performance is repeatable.

APA is robust, secure and dependable with real dppibies for organic growth
in these volatile times. Relative to our peers,ane a traditional style operating
business that doesn’t pay management or perfornfaesdo related parties.

The business is performing well and we will conénto provide growth in
distributions that are funded from operating cdelw$. The forecast increase in



demand for natural gas will provide greater oppatyuto extract synergies from
both our core and complementary assets.

APA has a policy of cautious capital managemeniugiog a well hedged debt
portfolio. This will see us well protected fromyatong-term movements in
borrowing costs, and integration and consolidatrah remain our short-term

focus with a view to extracting further efficienbgnefits over the next 18 months.

cor por atefile.com.au
Thank you Mick.

For further information on APA Group please visitvw.pipelinetrust.com.aor contact
Chris Kotsaris (Investor Relations) on (02) 9693®0r ckotsaris@pipelinetrust.com.au.

To read other Open Briefings, or to receive futOgen Briefings by email, please visit
www.corporatefile.com.au
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