





MARKET RELEASE

ASSET GROWTH AND DISCLIPINED MANAGEMENT UNDERPIN
CIF'S STRONG RESULT

14 February 2008, Sydney — Challenger Infrastructure Fund (ASX: CIF) experienced significant asset
growth during the first half of the year as a result of its investment in Southern Water. Total revenue
increased by $142.4 million to $196.4 million and EBITDA' increased $54.2 million to $96.5 million,
reflecting the first full half year contribution from LBC as well as the strong and predictable cash flows
generated by CIF’s portfolio of high quality assets.

CIF Interim Distribution

Consistent with previous market guidance, CIF has today announced an interim distribution of 14.5
cents per stapled security for the six months ended 31 December 2007. The distribution will be paid to
securityholders on 28 February 2008.

CIF also reaffirmed its full year distribution guidance of 34 cents per stapled security for the financial
year ended 30 June 2008, an increase of 6% on the distribution of 32.1 cents per stapled security for
the full year ended 30 June 2007. The 2008 full year distribution is expected to be approximately 65%
tax deferred.

CIF remains confident of being able to achieve its medium term distribution growth guidance of 5% p.a.

Asset Update
CIF’s portfolio of assets performed well in their respective operating environments during the first half of
the year.

Inexus held its position as the market leader in new gas connections, with 32,882 connections and
33,813 forward orders achieved during the period. Electricity connections continue to grow strongly with
3,988 connections and 12,132 orders received. Inexus received a water inset appointment from the
water regulator Ofwat, in October 2007 and has already made 970 sales.

LBC’s storage capacity utilisation rate averaged 95% during the period. LBC remains on track with its
capacity expansion program which is focused on the United States and selected European markets,
where demand for storage is strong while supply is currently constrained by limited capacity. During the

' EBITDA is before specific items. Specific items include unrealised gains and losses on CIF and consolidated asset hedging and
transaction costs on the acquisition of Southern Water.

Further enquiry: Jenny Warat-Hughes, Investor Relations, Challenger Financial Services Group. 02 9994 7663
Eugenie Perks, Media Relations, Challenger Financial Services Group. 02 9994 7509
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six month period, LBC also entered the Chinese tank storage market with the acquisition of 90% of
GEP Asia Terminals Pte Ltd.

In October 2007, CIF purchased 23.4%? of Southern Water, which is the fastest growing of the ten
water and sewerage companies (WaSCs) in the United Kingdom (UK). Southern Water is meeting all of
CIF’s acquisition expectations and is on track to deliver the largest capex program of all the WaSCs
during the current regulatory period.

Arqgiva has continued to take advantage of the growing trend towards digital broadcasting. As a resullt,
Argiva completed contract negotiations for all substantial Digital Switch Over contracts during the period
which together total £3.6 billion (including inflation assumptions).

The Gas Distribution Networks (GDNs) both met performance expectations during the period. In
December the energy regulator, Ofgem, released its Final Proposal for Gas Distribution Price Controls
which both GDNs accepted, thereby securing revenue certainty to March 2013. The Final Proposal
incorporates increased allowances compared to the Draft Updated Proposal with respect to operating
costs, capital expenditure and cost of capital.

“Despite recent market turbulence, it has been a positive six months for CIF. Each of CIF’s assets
performed credibly during the period, including its most recent acquisitions. These half year results
provide further ongoing evidence of the success of CIF’s strategy of focusing on securing high quality
infrastructure and utility assets with high revenue certainty. These assets are attractive in terms of both
cash yield and total return, with manageable operating risks and stable regulatory environments,” said
Steve Bickerton, CIF Chief Executive.

Capital Management

Following the purchase of LBC in June 2007, CIF successfully undertook an entitlement offer raising
$249 million. These proceeds were used to strengthen the balance sheet and repay debt facilities
drawn down to partially fund the acquisition of LBC.

In October 2007, CIF purchased a key strategic interest in Southern Water for £312.1 million.> The
purchase was funded through the issue of £97.9 million ($225 million) in redeemable preference
securities (RPS) to Challenger and a drawdown against its acquisition debt facility. In December, CIF
successfully syndicated this acquisition facility and utilised the proceeds to repay the bridge component
of the facility. Strong demand resulted in an increase in the facility limit from $540 million to $580

million, with no increase in debt outstanding.

2 Initial stake of 26.6%. Proportionately reduced on the subscription of new equity by Cheung Kong Infrastructure, Li Ka Shing
Foundation and Retail Employees Superannuation Pty Limited in December 2007.
® Includes transaction costs of £12.1 million
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Outlook

“The Fund is well placed to continue to perform strongly during the course of 2008 despite the current
uncertainty in capital markets. The long term and stable nature of CIF’s cashflows underpin both our
distribution guidance of 34 cent per stapled security for the 2008 financial year and the 5% p.a. medium
term distribution growth,” said Mr Bickerton.

“Our experienced management team continues to explore organic growth and other growth
opportunities within our existing asset base in order to maximise securityholder value. Such
opportunities include a focus on growing Inexus’ forward order book through offering multi-connections
to developers, LBC’s capacity expansion program in the US as well as Southern Water’s capex
program in the UK.”

ENDS
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Directors’ report

The directors of Challenger Listed Investments Limited (CLIL) ABN 94 055 293 644, the Responsible
Entity of the CIF Investment Trust 1 (ARSN: 114 139 703) (CIF1) and CIF Investment Trust 2 (ARSN:
114 139 632) (CIF2), collectively known as the Challenger Infrastructure Fund (CIF), submit their report
together with the financial report for CIF, for the half year ended 31 December 2007. CIF Investment
Trust 2 and its controlled entities are presented as the Challenger Infrastructure Trust Group.

Directors’ summary

The following persons held office as directors of CLIL during the period and up to the date of this report:

e Brenda Shanahan Chairman (appointed 5 December 2007)
e Peter Brook

e Stephen Gerlach (resigned 5 December 2007)
e Russell Hooper

e lan Martens

e Geoff McWilliam

e Ian Moore

e Robert Woods

Scheme information

Challenger Infrastructure Fund (CIF) consists of two stapled Australian registered managed investment
schemes: CIF1 and CIF2. Each security consists of one unit in CIF1 and one unit in CIF2. Units are
stapled together so that one cannot be transferred, or otherwise dealt with, without the other.

Challenger Listed Investments Limited (CLIL), the Responsible Entity of the Scheme, is incorporated and
domiciled in Australia. The registered office of the Responsible Entity is located at Level 15, 255 Pitt St
Sydney, NSW, 2000.

Review and results of operations

The consolidated loss before tax for the half year ended 31 December 2007 attributable to the stapled
securityholders of CIF was $100,980,708 (2007: $20,549,532 loss). The consolidated loss before tax for
the half year ended 31 December 2007 attributable to the Challenger Infrastructure Trust Group was
$93,568,337 (2007: $33,712,351 loss). The following table provides an analysis of the result:

Half year ended Challenger Challenger Challenger Challenger

Infrastructure Infrastructure Infrastructure Infrastructure

Fund Fund Trust Group Trust Group

31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006

$’000 $’000 $’000 $’000

Total revenue 200,280 58,229 174,276 38,448
Earnings before interest, tax and unrealised/realised

losses 40,485 25,565 37,005 10,138

Loss before tax (100,981) (20,550) (93,568) (33,712)

Loss after tax attributable to securityholders (106,652) (18,665) (99,239) (31,827)

Distributions to securityholders 50,280 34,680 - -

Interim distribution (cents per unit) 14.5 14.4 - -
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Significant changes in the state of affairs

e Investment in Southern Water Capital Limited
On 15 October 2007, CIF 1 acquired a 26.6% equity interest in Southern Water Capital Limited
(Southern Water) for a total acquisition cost at $702.2 million. Southern Water has approximately
100 water treatment works and 370 sewerage treatment works supplying water to over 2.3 million
people and wastewater services to 4.3 million people. 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%.

¢ Resizing and syndication of CIF 1 Acquisition Facility
To fund its investment in Southern Water, CIF 1 increased its borrowing capacity through the resizing
of the CIF Acquisition Facility from $245 million to $580 million. The maturity date of this facility is
28 March 2010.

¢ Establishment of redeemable preference shares with CL2
To fund its investment in Southern Water, CIF 1 issued $225 million in redeemable preference
securities (RPS) to Challenger Life No. 2 (CL2). The RPS matures in April 2010.

¢ LBC additional investment
On 22 August 2007, LBC acquired 90% of GEP Asia Terminals Pte Ltd (GAT) for $27.4 million. GAT
owns 70% of Eastern Tankstore Shanghai Shipping Ltd (ETSSL).

¢ Inexus additional investment
On 31 August 2007, Inexus acquired 100% of Exoteric Gas Solutions (EGS) for $52.2 million.

Distributions

On 13 February 2008, the directors resolved to pay an interim distribution of 14.5 cents per security
(2007: 14.4 cents per security). The distribution amount of $50,279,895 (2007: $34,679,631) will be
paid on 28 February 2008 by CIF 1.

Significant events after the 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 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.

Likely developments and expected results

Further information on likely developments on the operation of CIF and the expected results of those
operations have not been included in this report because the Responsible Entity believes it would be
likely to result in unreasonable prejudice to CIF.

Rounding of amounts in the directors’ report and the financial report

CIF1 and CIF2 are registered schemes that are of a kind referred to in Class Order 98/100, issued by the
Australian Securities and Investments Commission, relating to the 'rounding off' of amounts in the
directors' report and financial report. Amounts in the directors' report and financial report have been
rounded off to the nearest thousand dollars in accordance with that Class Order, unless otherwise
indicated.
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Auditors Independence Declaration

We have obtained an independence declaration from our auditors, Ernst & Young as set out on page 6.

This report is made in accordance with a resolution of directors of Challenger Listed Investments Limited.

Director
Sydney
14 February 2008




i” ERNST& YOUNG ® Ernst & Young Cenire m Tel

Bl
GED (_:i_'-z)F't-_"I_-' Street Fax 61 2 ¢
Syddney NSW 2000
Australia

GPQ Box 2646
Svddney NSW 2001

Auditor’s Independence Declaration

In relation to our review of the financial report of stapled securities CIF Investment Trust 1 and CIF
Investment Trust 2, collectively known as the Challenger Infrastructure Fund (CIF), for the half-
year ended 31 December 2007, to the best of my knowledge and belief, there have been no
contraventions of the auditor independence requirements of the Corporations Act 2001 or any
applicable code of professional conduct.

C/Mi JZ/j ,

Emst & Young

lo (:

Graeme McKenzie
Partner
Sydney

14 February 2008

Liability limited by a scheme approved under

. 10

Professtonal Standards Legisiation
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For the half year ended 31 December 2007
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Half Year Ended Challenger Challenger Challenger Challenger
Infrastructure Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
$'000 $’000 $'000 $’000
Investment revenue 27,826 20,100 1,822 319
Transportation revenue 46,226 38,129 46,226 38,129
Tank storage revenue 126,228 - 126,228 -
Total revenue 200,280 58,229 174,276 38,448
Cost of sales (41,071) (3,590) (41,071) (3,590)
Operating expenses (66,859) (15,283) (60,633) (10,929)
Transaction fees (16,298) - - -
Depreciation (28,281) (6,331) (28,281) (6,331)
Change in fair value of Inexus employee share
scheme (7,286) (7,460) (7,286) (7,460)
Total expenses (159,795) (32,664) (137,271) (28,310)
Realised gains/(losses) - derivative contracts 8,152 7,081 (74) -
Unrealised gains/(losses) - derivative contracts (82,723) (24,118) (72,611) (17,985)
Unrealised gains/(losses) - investments 4,656 - - -
Total other gains/(losses) (69,915) (17,037) (72,685) (17,985)
Earnings/(loss) before interest and tax (29,430) 8,528 (35,680) (7,847)
Financing costs (71,551) (29,078) (57,888) (25,865)
Profit/(loss) before tax (100,981) (20,550) (93,568) (33,712)
Income tax benefit/(expense) (5,897) 1,885 (5,897) 1,885
Profit/(loss) after tax (106,878) (18,665) (99,465) (31,827)
Profit/(loss) after tax attributable to:
Securityholders of CIF1 (7,413) 13,162 - -
Securityholders of CIF2 (99,239) (31,827) (99,239) (31,827)
Minority interests — controlled assets (226) - (226) -
(106,878) (18,665) (99,465) (31,827)
Basic earnings/(loss) per unit (cents) (31.10) (7.77) (28.95) (13.24)
Diluted earnings/(loss) per unit (cents) (31.10) (7.77) (28.95) (13.24)
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Challenger

Challenger

Challenger

Challenger

Infrastructure Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 30 June 2007 31 Dec 2007 30 June 2007
Notes $'000 $'000 $'000 $'000
Assets
Cash and cash equivalents 8(ii) 91,530 127,364 78,320 82,159
Trade and other receivables 9 112,241 65,109 89,141 64,070
Investments 10 1,151,777 481,196 - -
Property, plant and equipment 11 1,190,732 1,075,118 1,190,732 1,075,118
Intangible assets 12 1,477,312 1,432,086 1,477,312 1,432,086
Deferred tax assets 2,917 6,515 2,917 6,515
Other assets 13 2,597 1,925 2,597 1,925
Derivative financial instruments at fair value 19 - 20,132 - 9,039
Total assets 4,029,106 3,209,445 2,841,019 2,670,912
Liabilities
Trade and other payables 14 232,716 179,012 234,726 167,476
Distribution payable 7 50,280 48,906 - -
Provisions 15 54,295 40,322 54,295 40,322
Deferred tax liabilities 161,479 161,348 161,479 161,348
Interest bearing liabilities 16 1,984,939 1,644,878 2,172,882 2,083,489
Redeemable preference shares 17 222,615 - - -
Preference shares 18 70,099 73,123 70,099 73,123
Derivative financial instruments at fair value 19 98,221 - 96,893 -
Total liabilities 2,874,644 2,147,589 2,790,374 2,525,758
Net assets 1,154,462 1,061,856 50,645 145,154
Equity
Contributed equity 20 1,222,811 961,706 72 48
Retained profits/(accumulated losses) (106,878) - (126,465) (26,999)
Reserves 21 (126,107) (57,371) 12,402 14,584
Minority interests 164,636 157,521 164,636 157,521
Total equity 1,154,462 1,061,856 50,645 145,154
Comprised of :
CIF1 1,103,817 916,702 - -
CIF2 (113,991) (12,367) (113,991) (12,367)
Minority interests 164,636 157,521 164,636 157,521
Total equity 1,154,462 1,061,856 50,645 145,154
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Half Year Ended Challenger Challenger Challenger Challenger
Infrastructure Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
$'000 $'000 $'000 $'000
Opening equity balance 1,061,856 802,927 145,154 (4,982)
Cash flow hedge reserve (40,545) (1,158) (39,070) (1,158)
Asset revaluation reserve 10,383 2,406 - -
Foreign currency translation reserve 11,708 (2,028) 36,888 (1,204)
Total income and expense for the
period recognised in equity (18,454) (780) (2,182) (2,362)
Profit/(loss) after tax (106,878) (18,665) (99,465) (31,827)
Total recognised income/(expense)
for the period* (125,332) (19,445) (101,647) (34,189)
Contributions of equity - securityholders 268,229 2,509 24 -
Contributions of equity — minorities 7,114 - 7,114 -
Transaction costs (7,125) - - -
Distributions paid to securityholders (50,280) (34,680) - -
Closing equity balance 1,154,462 751,311 50,645 (39,171)

! Total recognised income/(expense) for the period is attributable to:

Half Year Ended

Challenger

Challenger

Challenger

Challenger

Infrastructure Infrastructure Infrastructure Infrastructure

Fund Fund Trust Group Trust Group

31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006

$'000 $'000 $'000 $'000

Securityholders (125,106) (19,445) (101,421) (34,189)

Minority interest (226) - (226) -
Total recognised income/(expense)

for the period (125,332) (19,445) (101,647) (34,189)
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Statement of Cash Flows

For the half year ended 31 December 2007
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Half Year Ended

Challenger

Challenger

Challenger

Challenger

Infrastructure Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
$’000 $'000 $'000 $’000
Cash flows from operating activities
Receipts from customers 162,526 35,960 162,525 35,960
Payments to suppliers (89,909) (18,257) (88,083) (17,794)
Interest received 4,895 7,835 1,897 34
Dividends received 11,531 11,459 - -
Interest paid (56,140) (13,404) (40,559) (13,512)
Tax received/(paid) (8,355) (336) (8,354) (336)
Net cash flow from operating activities 8(i) 24,548 23,257 27,426 4,352
Cash flows from investing activities
Acquisition of investments (702,237) - - -
Purchase of controlled entities (net of cash
acquired) (66,791) - (66,791) -
Payments for purchase of property, plant
and equipment (94,755) (21,272) (94,755) (21,272)
Net cash flow from investing activities (863,783) (21,272) (161,546) (21,272)
Cash flows from financing activities
Gross proceeds from issue of securities 259,596 420,157 - 24
Transaction costs on issue of securities (9,909) - - -
Proceeds from issue of minorities financing 8,149 - 8,149 -
Proceeds from issue of redeemable
preference shares 224,999 - - -
Proceeds from borrowings 650,396 13,623 116,497 13,624
Repayment of borrowings (275,902) (288,751) 3,772 -
Interest paid to minorities (3,207) - (3,207) -
Distributions paid (48,897) (19,533) - -
Net cash flow from financing activities 805,225 125,496 125,211 13,648
Net increase/(decrease) in cash assets
held (34,010) 127,481 (8,909) (3,272)
Cash and cash equivalents at beginning of
year 127,364 36,593 82,159 12,272
Net foreign exchange differences (1,824) 7,472 5,070 692
Cash and cash equivalents at end of
year 8(ii) 91,530 171,546 78,320 9,692

10
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Notes to the financial statements

1. Corporate information

The financial report for the half year ended 31 December 2007 was authorised for issue in accordance
with a resolution of the directors of the Responsible Entity dated 14 February 2008.

Challenger Infrastructure Fund (“CIF") consists of two stapled Australian registered managed investment
schemes: CIF1 and CIF2. Each security consists of one unit in CIF1 and one unit in CIF2. Units are
stapled together so that one cannot be transferred, or otherwise dealt with, without the other.

Challenger Listed Investments Limited (“CLIL"), the responsible entity of the Scheme, is incorporated
and domiciled in Australia.

The principal activity of CIF during the period was the pooling of investor’s funds in CIF through the
public issue of securities and the investment of CIF funds in UK, European, Asian and North American
infrastructure assets.

2. Summary of accounting policies

This general purpose financial report for the interim half-year ended 31 December 2007 has been
prepared in accordance with accounting standard AASB 134: Interim Financial Reporting and the
Corporations Act 2001.

The accounting policies adopted are consistent with those of the previous financial period and
corresponding interim reporting period.

(i) Basis of preparation

The interim financial report does not include all notes of the type normally included within the
annual financial report and therefore cannot be expected to provide as full an understanding of
the financial performance, financial position and financing and investing activities of the
consolidated entity as the full financial report.

The interim financial report should be read in conjunction with the annual financial report of CIF
for the period ended 30 June 2007 and any public announcements made by CIF and its controlled
entities during the half year ending 31 December 2007 in accordance with the continuous
disclosure obligations arising under the Corporations Act 2001.

The financial report is presented in Australian dollars and all values are rounded to the nearest
thousand dollars ($'000) unless otherwise stated under the option available to CIF under ASIC
Class Order 98/100. CIF is an entity to which the class order applies.

(ii) Basis of consolidation

CIF1 has applied AASB 127: Consolidated and Separate Financial Statements and AASB
Interpretation 1002 to the stapling of CIF1 and CIF2. For the purposes of statutory reporting the
parent entity is CIF1.

The interim consolidated balance sheet and consolidated income statement comprises the
financial position and performance of CIF1 and its controlled entities and CIF2 and its controlled
entities, collectively known as CIF. For the purposes of this report, “Challenger Infrastructure
Fund” represents CIF1 and its consolidated entities and “Challenger Infrastructure Trust Group”
represents CIF2 and its consolidated entities.

11
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Notes to the financial statements (continued)

(iii)

(iv)

The financial statements of subsidiaries are prepared for the same reporting period as Challenger
Infrastructure Fund and Challenger Infrastructure Trust Group, using consistent accounting
policies.

Adjustments are made to bring into line any dissimilar accounting policies that may exist. All
intercompany balances and transactions, including unrealised profits arising from intra-group
transactions, have been eliminated in full.

Subsidiaries are consolidated from the date on which control is transferred to CIF and cease to be
consolidated from the date on which control is transferred out of CIF. Where loss of control of a
subsidiary occurs, the consolidated financial statements include the results for the part of the
reporting period during which CIF had control.

Minority interests do not have a binding obligation to reimburse CIF for losses and accordingly
losses applicable to the minority interest in excess of their interest in the equity of the
subsidiary’s equity are allocated against the parent interest. Minority interests in the profits of
the relevant subsidiary are recognised once the minority’s share of losses previously absorbed by
CIF has been removed.

Accounting for associates

CIF1's investment in Southern Water meets the definition of an associate entity under AASB 128
Investments in Associates and accordingly Southern Water is treated as an associate. Since CIF
is a unit trust, it is able to designate the investment in the associate as a financial asset fair
valued through the income statement; therefore changes in value of the investment (including
foreign currency impacts) are recognised in this manner.

All investments designated at fair value through the income statement are initially recognised at
fair value, being the fair value of the consideration paid excluding transaction costs. After initial
recognition, financial assets designated as at fair value through the income statement are
revalued to fair value at each reporting date. Transaction costs incurred in acquiring financial
assets designated at fair value through the income statement are required to be expensed.

For investments where there is no quoted market price, fair value is determined by reference to
the current market value of another instrument which is substantively the same or is calculated
based on the expected cash flows of the underlying net asset base of the investment.

Gains or losses on investments (including foreign exchange translation gains) are designated at
fair value through in the Income Statement.

Redeemable Preference Shares

The debt and derivative components of redeemable preference shares are recognised separately.
The component of redeemable preference shares that exhibit characteristics of a liability is
recognised as a liability in the balance sheet, net of transaction costs, due to CIF's ability to cash
settle the instrument.

The fair value of the debt liability component is determined using a market rate for an equivalent
non-convertible bond and this amount is recognised on the balance sheet as a long-term liability
on an amortised cost basis until extinguished on conversion or redemption. The increase in the
liability over time is recognised as a finance cost.

The remainder of the initial proceeds received on issuance of the RPS is recognised as a

derivative liability. Movements in the fair value of the derivative component are recognised in the
income statement.
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3. Revenue

&
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Half year ended

Challenger

Challenger

Challenger

Challenger

Infrastructure Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
$'000 $'000 $'000 $'000

Investment revenue
- Argiva 9,403 7,368 - -
- North DN 6,575 6,481 - -
- Wales & the West DN 3,106 2,014 - -
- Southern Water 4,841 - - -
Interest income 3,901 4,237 1,822 319
Total investment revenue 27,826 20,100 1,822 319
Transportation revenue 46,226 38,129 46,226 38,129
Tank storage revenue 126,228 - 126,228 -
Total revenue 200,280 58,229 174,276 38,448

4. Expenses

Half year ended

Challenger

Challenger

Challenger

Challenger

Infrastructure Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
$'000 $'000 $'000 $'000
Operating expenses
Management fees and expenses (6,603) (3,931) (1,342) -
Fund operating expenses (965) (423) - -
Inexus operating expenses (13,220) (10,929) (13,220) (10,929)
LBC operating expenses (46,071) - (46,071) -
Total operating expenses (66,859) (15,283) (60,633) (10,929)
Transaction fees
Transaction advisory fees — Southern Water (16,298) - - -
Total transaction fees (16,298) - - -
Depreciation
Depreciation of property, plant and equipment (28,281) (6,331) (28,281) (6,331)
Total depreciation (28,281) (6,331) (28,281) (6,331)
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5. Unrealised gains/(losses)

&
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Half year ended

Challenger

Challenger

Challenger

Challenger

Infrastructure Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
$'000 $'000 $'000 $'000
Unrealised gains/(losses) on derivatives
Unrealised gains/(losses) - currency derivatives (3,091) (5,149) 7,854 986
Unrealised gains/(losses) - inflation derivatives (80,465) (18,969) (80,465) (18,971)
Unrealised gains/(losses) - RPS 833 - - -
Total unrealised gains/(losses) on derivatives (82,723) (24,118) (72,611) (17,985)
Unrealised gains/(losses) on investments
Fair value movement on investments designated at
fair value through profit or loss 5,205 - - -
Foreign exchange gains/(losses) on liabilities (549) - - -
Total unrealised gains/(losses) on investments 4,656 - - -
6. Financing costs
Half year ended Challenger Challenger Challenger Challenger
Infrastructure Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
$'000 $'000 $'000 $°000
Interest bearing liabilities — external (56,563) (24,361) (42,281) (21,554)
Interest bearing liabilities - related entities - - (10,696) -
Amortisation of loan issue costs (10,826) (1,202) (749) (796)
Preference shares and loan notes - Inexus minorities (3,243) (3,515) (3,243) (3,515)
Loan notes - LBC minorities (919) - (919) -
Total (71,551) (29,078) (57,888) (25,865)
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7. Distributions proposed

&
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Challenger Challenger Challenger Challenger
Infrastructure Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
$'000 $'000 $'000 $'000
(a) Distributions paid during the period
Distributions to securityholders? 48,897 19,533 - -
48,897 19,533 - -
(b) Components of distributions to
securityholders
Interim stapled distribution proposed 50,280 34,680 - -
50,280 34,680 - -
Cents per Cents per Cents per Cents per
security security security security
Interim stapled distribution proposed 14.5 14.4 - -
14.5 14.4 - -
! The distributions paid during the period by CIF was $48.9m (2007: $19.6m). There were no
distributions paid by Challenger Infrastructure Trust Group during the period (2007: $Nil).
8. Cash Flow information
i) Reconciliation of loss after tax to net cash flows from operating activities
Half Year Ended Challenger Challenger Challenger Challenger
Infrastructure Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
Net loss after income tax expense (106,878) (18,665) (99,465) (31,827)
Depreciation 28,281 6,331 28,281 6,331
Amortisation 10,826 1,202 749 796
Unrealised movements — employee share scheme 7,286 7,460 7,286 7,460
Unrealised gains/(losses) - derivatives/
investments 78,067 24,118 72,611 17,985
Other (6,023) - (3,040) -
Change in assets and liabilities
Increase in receivables (9,661) (857) (10,295) (2,168)
Increase in payables and other liabilities 22,650 3,668 31,299 5,775
Net cash flow from operating activities 24,548 23,257 27,426 4,352
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ii) Reconciliation of cash assets

g£2challenger

Financial Services Group

Cash assets at the end of the period as shown in the statement of cash flows is reconciled to the related

items in the Balance Sheet as follows:

Challenger Challenger Challenger Challenger
Infrastructure | Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 | 30 June 2007 31 Dec 2007 30 June 2007
$'000 $°000 $'000 $'000
Cash at bank and on hand 45,536 110,705 32,326 65,500
Term deposits at call 45,994 16,659 45,994 16,659
Cash and cash equivalents 91,530 127,364 78,320 82,159
9. Trade and other receivables
Challenger Challenger Challenger Challenger
Infrastructure | Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 30 June 2007 31 Dec 2007 30 June 2007
$'000 $°000 $'000 $'000
Trade receivables 45,372 39,308 45,372 39,307
Accrued income 35,814 18,132 35,814 18,132
Interest receivables 19,814 7,183 7,277 6,631
Other receivables 10,606 486 24 -
Current tax asset 635 - 654 -
Total 112,241 65,109 89,141 64,070
10. Investments
Challenger Challenger Challenger Challenger
Infrastructure | Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 30 June 2007 31 Dec 2007 30 June 2007
$'000 $°000 $'000 $'000
Available for sale assets
Carrying value of investments:
. Wales & West Gas DN 94,107 91,757 - -
L] Northern Gas DN 92,372 91,993 - -
. Argiva? 285,177 297,446 ~ ~
Total available for sale assets 471,656 481,196 - -
Assets designated at fair value through the
income statement
Carrying value of investments:
. Southern Water 680,121 - - -
Total assets designated at fair value
through the income statement 680,121 - - -
Total investments 1,151,777 481,196 - -

! Argiva value is reported net of transaction fees payable in the event of a sale in CIF’s equity interest in Argiva.

accrued fee liability at 31 December 2007 is $534,955 (2007: $574,964).

The
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11. Property plant and equipment
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Challenger Challenger Challenger Challenger
Infrastructure | Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 | 30 June 2007 31 Dec 2007 30 June 2007
$’000 $'000 $’000 $'000
Infrastructure 1,038,000 932,200 1,038,000 932,200
Other plant and equipment 59,072 54,426 59,072 54,426
Land 28,682 29,740 28,682 29,740
Buildings 64,978 58,752 64,978 58,752
Total 1,190,732 1,075,118 1,190,732 1,075,118
12. Intangible assets
Challenger Challenger Challenger Challenger
Infrastructure | Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 | 30 June 2007 31 Dec 2007 30 June 2007
$'000 $'000 $'000 $'000
Goodwill on acquisition of Inexus 992,476 992,476 992,476 992,476
Goodwill on Inexus acquisition of EGS 23,695 - 23,695 -
Net exchange differences arising on translation to
presentation currency (56,168) (13,665) (56,168) (13,665)
Goodwill - Inexus 960,003 978,811 960,003 978,811
Goodwill on acquisition of LBC 446,140 446,140 446,140 446,140
Goodwill adjustment on acquisition of LBC! 22,753 - 22,753 -
Goodwill on LBC acquisition of ETSSL 13,143 - 13,143 -
Net exchange differences arising on translation to
presentation currency (1,208) (14,394) (1,208) (14,394)
Goodwill - LBC 480,828 431,746 480,828 431,746
Leasehold contracts on acquisition 19,871 19,871 19,871 19,871
Leasehold contracts on LBC acquisition of ETSSL 7,062 - 7,062 -
Amortisation of leasehold contracts (891) (107) (891) (107)
Net exchange differences arising on translation to
presentation currency (23) (641) (23) (641)
Leasehold Contracts 26,019 19,123 26,019 19,123
Other Intangibles on acquisition 2,561 2,561 2,561 2,561
Other intangibles on LBC acquisition of ETSSL 6,819 - 6,819 -
Other intangibles acquired during the period 3,625 - 3,625 -
Amortisation of other intangibles (2,498) (72) (2,498) (72)
Net exchange differences arising on translation to
presentation currency (45) (83) (45) (83)
Other intangibles 10,462 2,406 10,462 2,406
Total 1,477,312 1,432,086 1,477,312 1,432,086

! Goodwill adjustment on acquisition of LBC is in relation to financing expenses ($19.4m), Environmental and Repairs

and Maintenance provisions update ($4.4m), Employee Entitlements update ($4.7m), other ($1.2m) less change in

fair value of LBC tanks ($6.9m).
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13. Other assets
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Challenger Challenger Challenger Challenger

Infrastructure Infrastructure Infrastructure Infrastructure

Fund Fund Trust Group Trust Group

31 Dec 2007 30 June 2007 31 Dec 2007 30 June 2007

$'000 $'000 $'000 $'000

Inventory 2,597 1,925 2,597 1,925
Total 2,597 1,925 2,597 1,925

14. Trade and other payables

Challenger

Challenger

Challenger

Challenger

Infrastructure | Infrastructure Infrastructure Infrastructure

Fund Fund Trust Group Trust Group

31 Dec 2007 30 June 2007 31 Dec 2007 30 June 2007

$'000 $'000 $'000 $'000

Trade creditors and accruals 145,416 114,813 141,966 103,417
Employee share scheme 22,595 16,656 22,595 16,656
Interest payable 64,705 46,155 60,253 44,382
Other payables - 1,388 - 1,367
Amounts payable to controlled entities - - 9,912 1,654
Total 232,716 179,012 234,726 167,476

15. Provisions

Challenger

Challenger

Challenger

Challenger

Infrastructure | Infrastructure Infrastructure Infrastructure

Fund Fund Trust Group Trust Group

31 Dec 2007 30 June 2007 31 Dec 2007 30 June 2007

$'000 $'000 $'000 $'000

Environmental 35,085 23,683 35,085 23,683
Repairs and maintenance 2,669 6,026 2,669 6,026
Employee entitlements 11,653 3,676 11,653 3,676
Other provisions 4,888 6,937 4,888 6,937
Total 54,295 40,322 54,295 40,322
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16. Interest bearing liabilities
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Challenger Infrastructure Fund

Challenger Infrastructure Fund

31 Dec 2007 30 June 2007
Outstanding Facility Unused Outstanding Facility Unused
$'000 $°000 $'000 $°000 $°000 $'000
Bank loans
Senior bank debt - Inexus 752,102 997,511 245,409 713,598 1,040,538 326,940
Junior bank debt - Inexus 79,347 79,347 - 82,770 82,770 -
Senior bank debt - LBC 527,399 701,494 174,095 517,361 716,346 198,985
Junior bank debt - LBC 71,413 116,558 45,145 63,675 111,432 47,757
Other debt facilities - LBC 36,597 36,597 = 20,489 30,253 9,764
CIF Acquisition Facility 488,898 580,000 91,102 230,000 245,000 15,000
less capitalised line fees (23,640) - - (21,298) - -
Total bank loans 1,932,116 2,511,507 555,751 1,606,595 2,226,339 598,446
Non-bank loans
Loan notes - Inexus minorities 26,160 - - 13,927 - -
Loan notes - LBC minorities 26,663 - - 24,356 - -
Related party - - - - - -
Total non-bank Loans 52,823 - - 38,283 - -
Total interest bearing liabilities 1,984,939 2,511,507 555,752 1,644,878 2,226,339 598,446
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16. Interest bearing liabilities (continued)
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Challenger Infrastructure Trust Group

Challenger Infrastructure Trust Group

31 Dec 2007 30 June 2007
Outstanding Facility Unused | Outstanding Facility Unused
$'000 $'000 $'000 $'000 $'000 $'000
Bank loans
Senior bank debt - Inexus 752,102 997,511 245,409 713,598 1,040,538 326,940
Junior bank debt - Inexus 79,347 79,347 - 82,770 82,770 -
Senior bank debt - LBC 527,399 701,494 174,096 517,361 716,346 198,985
Junior bank debt - LBC 71,413 116,558 45,145 63,675 111,432 47,757
Other debt facilities - LBC 36,597 36,597 - 20,489 30,253 9,764
CIF Acquisition Facility - - - - - -
less capitalised line fees (15,578) - - (16,792) - -
Total bank loans 1,451,280 1,931,507 464,650 | 1,381,101 1,981,339 583,446
Non-bank loans
Loan notes - Inexus minorities 26,160 - - 13,927 - -
Loan notes - LBC minorities 26,663 - - 24,356 - -
Related party 668,779 677,846 9,067 664,105 698,827 34,722
Total non-bank loans 721,602 677,846 9,067 702,388 698,827 34,722
Total interest bearing liabilities | 2,172,882 2,609,353 473,717 | 2,083,489 2,680,166 618,168
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17. Redeemable preference shares
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Challenger Challenger Challenger Challenger

Infrastructure | Infrastructure Infrastructure Infrastructure

Fund Fund Trust Group Trust Group

31 Dec 2007 30 June 2007 31 Dec 2007 30 June 2007

$'000 $'000 $'000 $'000

Redeemable preference shares - financial liability 215,919 - - -
Redeemable preference shares - derivative liability 6,696 - - -
Total 222,615 - - -

During the period, CIF1 issued $225 million in redeemable preference securities (RPS) to Challenger Life
No. 2 Limited that mature in April 2010. The total interest expense payable on RPS is 8.28% including a
3.00% capitalising element payable on maturity. The preference shares are convertible to a fixed or
variable number of Australian dollar stapled securities in CIF or redeemable in cash (for a fixed amount)

at the option of CIF.

18. Preference shares

Challenger Challenger Challenger Challenger

Infrastructure | Infrastructure Infrastructure Infrastructure

Fund Fund Trust Group Trust Group

31 Dec 2007 30 June 2007 31 Dec 2007 30 June 2007

$’000 $'000 $000 $'000

Preference shares - Inexus minorities 70,099 73,123 70,099 73,123

Total 70,099 73,123 70,099 73,123
19. Derivative financial instruments at fair value

Challenger Challenger Challenger Challenger

Infrastructure | Infrastructure Infrastructure Infrastructure

Fund Fund Trust Group Trust Group

31 Dec 2007 30 June 2007 31 Dec 2007 30 June 2007

$'000 $'000 $'000 $'000

Inflation derivative contracts (92,678) (2,804) (92,678) (2,804)

Interest rate derivative contracts (15,986) 9,511 (14,510) 9,511

Foreign exchange derivative contracts 10,443 13,425 10,295 2,332

Total asset/(liability) (98,221) 20,132 (96,893) 9,039
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20. Contributed equity
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Challenger Challenger Challenger Challenger
Infrastructure | Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 | 30 June 2007 31 Dec 2007 30 June 2007
$'000 $'000 $'000 $'000
Securities on issue
Class A securities 1,094,428 826,199 63 30
Class B securities 157,485 157,485 9 18
Transaction costs (29,102) (21,978) - -
Closing Balance 1,222,811 961,706 72 48
Number of Total
stapled
securities
‘000 $'000
Movement in securities on issue
Class A securities on issue at the beginning of
the period 231,264 826,199
Entitlement Offer 69,064 262,444
Class A securities issued at 20 July 2007 1,434 5,785
Total Class A securities on issue at 31
December 2007 301,762 1,094,428
Total Class B securities on issue at 31
December 20072 44,995 157,485
Total transaction costs of security issues = (29,102)
Total stapled securities on issue at 31
December 2007 346,757 1,222,811

! The Class A Securities issued are in respect of management fees for the period ending 30 June 2007. The total
number of Class A Securities issued in respect of the management fee period ending 30 June 2007 was 1,434,134.
2 There was no movement in Class B securities during the period.

21. Reserves

Challenger Challenger Challenger Challenger

Infrastructure | Infrastructure Infrastructure Infrastructure

Fund Fund Trust Group Trust Group

31 Dec 2007 | 30 June 2007 31 Dec 2007 30 June 2007

$'000 $'000 $'000 $'000

Cash flow hedge reserve (6,741) 33,803 (5,266) 33,803
Asset revaluation reserve 49,300 38,918 - -
Capital distribution reserve (149,783) (99,502) (1,471) (1,471)
Foreign currency translation reserve (18,883) (30,590) 19,139 (17,748)
Total (126,107) (57,371) 12,402 14,584
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22. Related parties

Arrangements with related parties disclosed in the 30 June 2007 Annual Financial Report continue to be
in place. Refer to the 30 June 2007 Annual Financial Report for further information in respect of these.
The following is a summary of new related party arrangements transacted during the period.

LBC Asset Consulting Agreement (ACA)

Effective 1 June 2007, Challenger Management Services Limited will receive a fee from LBC’s minority
investors in the LBC consolidated group for services in respect of asset management and administration
services, acquisition, disposal, due diligence, debt placement and equity placement advisory services. All
fees for the above services are at arms length market rates agreed with the minority investors of the LBC
group.

Redeemable Preference Shares (RPS)
During the period, CIF issued $225 million in RPS to CL2 maturing in April 2010. The total interest

expense payable on RPS is 8.28% including a 3.00% capitalising element payable on maturity. The
preference shares are convertible to Australian dollar stapled securities of CIF or redeemable in cash (for

a fixed amount) at the option of CIF.

Related Party Fees

The attached table discloses all management fees and related party fees and expenses paid by CIF to
CLIL, Challenger Management Services Limited (CMSL), Challenger Group Services United Kingdom

(CGSUK) and CL2.

Half year ended Challenger Challenger Challenger Challenger
Infrastructure | Infrastructure Infrastructure Infrastructure
Fund Fund Trust Group Trust Group
31 Dec 2007 31 Dec 2006 31 Dec 2007 31 Dec 2006
$ $ $ $
a) Management fees paid or payable to CLIL from
CIF under the CIF Trust Constitution and Fee
Sharing Agreement 308,399 206,148 - -
b) Management fees paid or payable to CMSL from
CIF under the CMSL Management Agreement and
Fee Sharing Agreement 4,935,201 3,706,540 - -
c) Management fees paid or payable to CGSUK
under UK Management Agreement and Fee
Sharing Agreement 17,674 18,669 - -
d) Management fees payable to CMSL under the
LBC ACA 1,341,969 - 1,341,969
Total management fees paid or payable at
balance date 6,603,243 3,931,357 1,341,969 -
a) Transaction advisory fees paid or payable to
CMSL in respect of
(i) the acquisition of CIF assets 16,297,942 - - -
(ii) establishment of CIF financing facilities 6,943,178 - - -
b) Debt establishment fees paid to CL2 903,390 - - -
c) Interest expense paid or payable to CL2 in
respect of RPS 3,845,502
Total related party expenses paid or payable 27,990,012 - - -
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22. Related Parties (continued)

Total expenses paid by Challenger Infrastructure Fund to related parties for the period 31 December
2007 was $34,593,255 (2007: $3,931,357). The total expenses paid by Challenger Infrastructure Trust
Group to related parties for the period 31 December 2007 was $1,341,969 (2007: $nil).

23. Segment information
CIF’s primary segment reporting format is business segments.
Business segments

The Fund has identified its reportable business segments based on the internal reports that are reviewed
and used by management in assessing performance. These are the sources of the Fund’s major risks and
have the most effect on the rates of return.

CIF has three distinct business segments - Inexus, LBC and Other. The Other business segment refers to
other activities conducted by the fund including the management of the fund and the investment in non
controlled investments. The segments include financing costs and income tax balances within the result.

The accounting policies used by CIF in reporting operating segments are the same as those disclosed in
Note 2.

Half year ended Inexus LBC Other TOTAL
31 Dec 2007 31 Dec 2007 31 Dec 2007 31 Dec 2007

$'000 $'000 $°000 $°000

Revenue from external customers 46,226 126,228 23,925 196,379
Interest income 179 1,623 2,099 3,901
Segment revenue 46,405 127,851 26,024 200,280
Operating expenses (27,664) (81,325) (22,525) (131,514)
Depreciation (6,922) (21,359) - (28,281)
Other gains/(losses) (82,092) 6,754 5,423 (69,915)
Net financing costs (29,139) (18,043) (24,369) (71,551)
Tax 3,600 (9,255) (242) (5,897)
Segment expenses (142,217) (123,228) (41,713) (307,158)
Net profit/(loss) after tax (95,812) 4,623 (15,689) (106,878)
Half year ended Inexus LBC Other TOTAL
31 Dec 2006 31 Dec 2006 31 Dec 2006 31 Dec 2006

$'000 $'000 $'000 $'000

Revenue from external customers 38,129 - 15,863 53,992
Interest income 319 - 3,918 4,237
Segment revenue 38,448 - 19,781 58,229
Operating expenses (21,979) - (4,354) (26,333)
Depreciation (6,331) - - (6,331)
Other gains/(losses) (18,971) - 1,934 (17,037)
Net financing costs (25,865) - (3,213) (29,078)
Tax 2,347 - (462) 1,885
Segment expenses (70,799) - (6,095) (76,874)
Net profit/(loss) after tax (32,351) - 13,686 (18,665)
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23. Segment information (continued)

The segments of CIF 2 comprise Inexus, LBC and Other which relates to funding costs and the
management of the fund. CIF 1 segment primarily comprises of minority investments in Arqiva,
Northern Gas, Wales and the West and Southern Water, and other items related to funding costs and the
management of the fund. These CIF 1 items are all presented in the Other column.

The aggregate results of CIF 2 (being Inexus, LBC and CIF2 other) comprise of segment revenue
($174.3m), segment expenses ($273.7m) and net loss after tax for the period ($99.4m). [CIF 2: 31 Dec
2006: segment revenue ($38.4m), segment expenses ($70.2m) and net loss after tax for the period
($31.8m)].

The CIF 1 Other segment comprises revenue of $26.0m, segment expenses of $33.4m and a net loss
after tax for the period of $7.4m. [CIF 1: 31 Dec 2006: segment revenue ($19.8m), segment expenses
($6.6m) and net profit after tax for the period ($13.2m)].

24. Investments in controlled entities

Acquisition of controlled entities

LBC acquisition of GEP Asia Terminals

On 22 August 2007, LBC acquired 90% of GEP Asia Terminals Pte Ltd (GAT) for $27.4 million. GAT owns
70% of Eastern Tankstore Shanghai Shipping Ltd (ETSSL). ETSSL is a business which specialises in tank
storage services.

The following table provides a summary of the acquisition.

22-Aug-07
$'000
Consideration:
Total consideration 27,448
Fair value of net assets acquired (14,305)
Goodwill on acquisition 13,143
Cash outflow on acquisition of controlled entities:
Net cash acquired with subsidiary 4,560
Cash consideration (27,448)
Total cash outflow (22,888)

The accounting for the LBC acquisition of GEP Asia Terminals is provisional and will be finalised during
the 12 month period following acquisition date.

From the date of acquisition, GEP Asia Terminals has contributed $291,167 to the net profit after tax of
CIF and Challenger Infrastructure Trust Group!.

! 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) after tax for the full year.
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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.

Liability limited by o scheme approved under

Professional Standards Legislation
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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 .

Eomst * %
Ermst & Young 9
AL '
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Graeme McKenzie
Partner
Sydney

14 February 2008





