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24. Investments in controlled entities (continued)

Inexus acquisition of Exoteric Gas Solutions (EGS)

On 31 August 2007, Inexus completed the acquisition of 100% of the issued capital of EGS for $52.2
million. As a result, EGS is a controlled entity which is required to be consolidated into the results of CIF.

31-Aug-07
$'000
EGS fair value of net assets acquired
Cash 7,467
Property, plant and equipment 22,879
Receivables 7,111
Other assets -
Payables and other liabilities (8,588)
Deferred tax liabilities (399)
Total fair value of net assets acquired 28,470
The following table provides a summary of the acquisition.
31-Aug-07
$'000

Consideration:
Consideration before costs 51,198
Acquisition costs 967
Total cost of business combination 52,165
Fair Value of Net assets acquired (28,470)
Goodwill on acquisition 23,695
Cash outflow on acquisition of controlled entities:
Net cash acquired with subsidiary 7,467
Cash consideration before costs! (35,999)
Transaction costs (967)
Total cash outflow (29,499)

The accounting for the Inexus acquisition of Exoteric Gas Solutions is provisional and will be finalised
during the 12 month period following acquisition date.

From the date of acquisition, EGS has contributed $720,819 to the net profit of CIF and Challenger
Infrastructure Trust Group?.

EGS is a successful business operating in the commercial and retail gas market providing gas
connections and meters.

! Excludes deferred consideration amounts of $15.2m. The deferred consideration relates to an earn out agreement
whereby the payment of the deferred consideration is dependent on agreed criteria being met over a 27 month period
from date of acquisition.

2 The entity acquired does not prepare financial statements under AIFRS and as a result, it is not possible to
accurately calculate revenue or net profit/(loss) for the full year.
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24. Investments in controlled entities (continued)

LBC acquisition of minority holdings in Tanquipor, Terquisa and Terliq terminals

During the period, LBC completed the acquisition of the existing minority stakes of LBC Tanquipor SARL,
Terquisa SA and Terliq SA. The total consideration paid for these entities was $14.6m and this resulted in
an adjustment to goodwill of $6.9m resulting from the revision in the fair value on the LBC tanks (as
referred to in Note 12).

Acquisition of assets fair valued through the income statement
Investment in Southern Water

On 15 October 2007, CIF acquired 26.6% of the issued capital of Greensands Holding Limited and
Greensands Europe Limited which acquired 100% of Southern Water Capital Limited (Southern Water).
The acquisition cost of CIF's investment in Southern Water was $702.2m including transaction advisory
fees of $16.3m and funding costs of $11.0m. On 21 December 2007, pursuant to the completion of the
equity refinance of £155.6 million subordinated debt within Southern Water, CIF’'s ownership interest in
Southern Water reduced to 23.4%.

25. Events subsequent to balance date

Since 31 December 2007, global credit markets have experienced significant tightening in liquidity and
pricing. The Directors have considered the consequences for CIF and are satisfied that the financial
report properly accounts for the impacts on asset values, solvency and liquidity. There has been no other
matter or circumstance that has arisen since the end of the financial year that has significantly affected,
or may affect, CIF's operations in future financial years, the results of those operations or CIF’s state of
affairs in future financial years.

26. Contingencies

As at balance date there are no material contingent liabilities or contingent assets (2007: Nil).
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Statement by the Directors of the Responsible Entity of CIF

On the Financial Report of the Challenger Infrastructure Fund

In accordance with a resolution of the directors of Challenger Listed Investments Limited (the
Responsible Entity of the CIF Investment Trust 1 and CIF Investment Trust 2, collectively known as the
Challenger Infrastructure Fund (CIF)), I state that:

In the opinion of the directors:

(a) The financial statements and notes of the Challenger Infrastructure Fund are in accordance with
the Scheme Constitutions and the Corporations Act 2001, including:

(i) giving a true and fair view of the Challenger Infrastructure Fund as at 31 December 2007
and of its performance for the period ended on that date; and

(ii) complying with Accounting Standard AASB 134: Interim Financial Reporting and
Corporations Regulations 2001; and

(b) There are reasonable grounds to believe that the Challenger Infrastructure Fund will be able to pay
its debts as and when they become due and payable.

Director
Sydney
14 February 2008
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To the unitholders of CIF Investment Trust 1 and CIF Investment Trust 2, collectively known
as Challenger Infrastructure Fund

Report on the Half-Year Financial Report

We have reviewed the accompanying half-year financial reports prepared in accordance with ASIC
Class Order 05/642 for the stapled securities CIF Investment Trust 1 (CIF 1) and CIF Investment
Trust 2 (CIF 2), collectively known as the Challenger Infrastructure Fund, which comprises the
balance sheets as at 31 December 2007, and the income statements, statements of changes in equity
and cash flow statements for the half-year ended on that date, other selected explanatory notes and
the directors’ declaration of the consolidated entities comprising CIF 1 and CIF 2 and the entities
they controlled at the half year end or from time to time during the half year.

Directors’ Responsibility for the Half-Year Financial Report

The directors of the Responsible Entity for CIF 1 and CIF 2 are responsible for the preparation and
fair presentation of the half-year financial report in accordance with Australian Accounting
Standards (including the Australian Accounting Interpretations) and the Corporations Act 2001.
This responsibility includes establishing and maintaining internal controls relevant to the
preparation and fair presentation of the half-year financial reports that are 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 a conclusion on the half-year financial report based on our review.
We conducted our review in accordance with Auditing Standard on Review Engagements ASRE
2410 Review of an Interim Financial Report Performed by the Independent Auditor of the Entity, in
order to state whether, on the basis of the procedures described, we have become aware of any
matter that makes us believe that the financial reports are not in accordance with the Corporations
Act 2001 including: giving a true and fair view of CIF 1 and CIF 2’s financial position as at 31
December 2007 and their performance for the half-year ended on that date; and complying with
Accounting Standard AASB 134 Interim Financial Reporting and the Corporations Regulations
2001 and other mandatory financial reporting requirements in Australia. As the auditor of CIF 1
and CIF 2, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit
of the annual financial reports.

A review of the half-year financial reports consists of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and other review
procedures. A review is substantially less in scope than an audit conducted in accordance with
Australian Auditing Standards and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an audit. Accordingly, we
do not express an audit opinion.
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Independence

In conducting our review, we have complied with the independence requirements of the
Corporations Act 2001. We have given to the directors of the Responsible Entity a written
Auditor’s Independence Declaration, a copy of which is included in the Directors’ Report.

Conclusion

Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the interim financial reports of CIF Investment Trust 1 and CIF Investment Trust 2,
collectively known as the Challenger Infrastructure Fund, are not in accordance with the
Corporations Act 2001, including:

(1) giving a true and fair view of the consolidated entities’ financial position as at 31
December 2007 and of their performance for the half-year ended on that date; and

(ii)  complying with Accounting Standard AASB 134 Interim Financial Reporting and
the Corporations Regulations 2001 .
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Ermst & Young 9
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Graeme McKenzie
Partner
Sydney

14 February 2008





