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Important notices

Prospectus

This Prospectus is dated 20 Movernber 2006 and was lodged with ASIC on that date. Neither ASIC nor ASX fakes any respon-
sibility for the cortents of this Prospectus or the merits of the investment to which this Prospectus refates. Mo Shares wilt be
aliotted or issued on the basis of this Prospectus later than 13 months after the date of this Prospectus, This Prospectus does not
constitute an offer in any place where, or to any person whorm, it would be anlawful to make such an offer. As at the date of this
Prospectus, the Compary is a proprietary company (Energy One Pty Ltd ACN 076 583 018). No offer is made purseant 1o this
Prospectus until the conversion of the Company 1o a public company to be known as Energy One Limited {such conversion to
occur with effect from 25 November 2006},

ASX listing
The Company will apply to A5 for adrmission to the Official List of ASX and for Official Guotation of the Shares on A5 within 7
days of the date of this Prospectus.

Investment decisions

This Prospectus does not take into account the investrment objectives, financial situation or particular needs of the individual
investon Prospective investors should exarnine this Prospectus i its entirety, incleding the ricks set out in Section 7, before deciding
whether to invest in the Cornpany. Prospective investars may wish to seek independent professional advice on the desirability of
this investrient from their accountant, stockbroker: lawyer or other professional adviser.

Forward looking statements

This Prospectus coriains certain forward looking staternants which have not bean based solely on historical facts, but are rathes
Based on current expectations about future events and results. These forward looking statements are subject to inherent risks
and uncertainties. Such risks and uncertainties include factors and risks specific to the industries in which the Compary operates
as well as general economic conditions, prevaifing interest rates, conditions in the financiaf rmarkets, government policies and
regulation, cormpetitive pressures and changes in technology. Actual events or results may differ materially from the expectations
expressed or implied in such forward fooléng statements. None of the Cornpany, any of its directors and officers, or any person
named in this Prospactus or irvalved in the preparation of this Prospectus, rmakes any representation or warranty {(express or
irmplied} as to the accuracy or fikelihood of fulfilrment of any forward loclking staternent, or any evenis o results expressed or
irmpiied in any forward locking statement, except 1o the extent required by law. In particular, prospective investors should unders
stand that the Comparny is participating in a business for which there is little historical inforrmation in Australiz on which to base
assurnptions. The returms can vary significantly from the forecasts contained in this Prospectus.

Prospectus availability

This Prospectus and the accompanying Application Form will be available on the Company's internet website
wwew.energyone.comau snil the Closing Date, Persons having received a copy of this Prospectus in #s efectronic form rmay, during
the Offer Period, obtain a paper copy of the Prospectus (free of charge) by telephoning Austock Corporate Finance Limited on
800 806 362, The Corparations Act prohibits the distribution or passing an of the Application Form attached to this Prospectus
unless it is attached to 2 hard copy or an gnaltered and complete electronic version of this Prospectus.

Exposure Period

The Corporations Act prohibits the Company from processing applications in the 7 day period after the date of lodgment of
this Prospectus with ASIC, The Exposure Perind may be extended by ASIC by up to a further 7 days, The Exposure Period
enables the Prospectus to be examined by market participants prior to the raising of funds. Mo Applications received prior to 25
November 2006 will be accepted. Applications otherwise received during the Exposure Feriod will nat be processed until after
the expiry of the Exposure Pericd. Na preference will be conferred on Applications received during the Exposure Pericd. This
Prospecius will be made available during the Exposure Feriod at www.energyone. com.au,

Privacy

If vou apply for Shares in accordance with this Prospectus you will orovide personal information to the Company and the Share
Registry, The Company and the Share Registry will collect, hold and use this information to assess your Application, provide
necassary services to you as an investor: provide facilities and services that you request and carry out appropriate administration,
Corporate and tax law requires some of the information to be collected. 1If vou do not provide the information requested, vour
Application rmay not be able to be processed efficienty, or at all. The Cornpany and the Share Registry may disclose your personal
infarmation in arder to carry out their kgal obligations and for purposes refating to your investrnent to their agents and service
providers including the Underwriter (in order to assess vour Application), legal, financial and professional advisers, the printers and
the mailing house (for the purposes of preparation and distribution of statements and for handling of mail} as required under the
Corporations Act or otherwise authorised under the Privacy Act |988 [Cth). Under the Privacy Act | 988 (Cth) vou may reguest
access to your personal inforrmation held by or on behalf of the Cornpany or the Share Registry. You can request access to your
personal information by telephoning the Share Registry on 02 925G 9600
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Investment highlights

An investment in Energy One will give investors exposure to a company with the
following credentials:

Solid business - Established in 1996, the Company has a long track record of operating

foundations - an independent electricity retail business and working within the regulatory

T framework of the National Electricity Market.

®  Energy One currently services the electricity needs of approximately 8,500
customers, primarily in New South Wales and Queensland.

¢ Energy One focuses on small to medium size enterprises and profitable
custormers and has licences 1o retail electricity in New South Wales,
Queensland,Victoria and the ACT.

®  Through incremental expansion, the Company has steadily built a brand
which the directors believe customers identify with as providing an
attractive energy solution backed up with personal and efficient customer

service.
Proven L ®  Energy One has invested significant capital on developing in-house systems
sygtems and and software that manage the transfer of customers, meter data

management, billing and settlements.
® The systems have been proven over a number of years to be scaleable and
robust for the growing business.
®  The systems allow management to carefully monitor profitability down to
e the individual customer level, as part of the Company's focus on profitable
P g,.oW.m.

software

Gmwth * The Directors believe that the market for small to medium size enterprises

provider is large and growing,
e (Geographic expansicn into Victoria and South Australia.
e ®  Proceeds from the IPO will, amongst cther uses, provide additional working
RPN capi-tal to facili-tate the (bmpws Con'tinued gI’OWl‘J’\.

prospe cts and residential custormers looking to switch from their incumbent electricity

Investment - & Profitable and growing

fundamentals .- *® The investment in technology has kept back office costs relatively low and
the Company does not currently require significant levels of capital
L expenditure going forward.

Risk SRR - The Company adheres to a strict risk management regime that employs
managem ent sophisticated hedging strategies designed to protect profitability.
Experienced . e The Board and management have 2 balance of skills coupled with a deep
Board and = knowledge of the Australian electricity market

management ..

Energy One Prospectus
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Offer price per Share S $ 100 .
Number of Shares offered under this Prospectus PR rﬁillion
Amount to be raised under the Offer $ 10 rﬁillion
Number of Shares on issue following completion of the Offer 22 rﬁillioﬁm :
Market capitalisation at the Offer Price sn milion
FY2007 Forecast

EBITDA " §205 million
NPAT - $188 milion
Basic earnings per Share* e cents
Price earnings ratio based on the Offer Price ] I.7 times

* Calculated as if the Cornpany listed on | July 2006

The above table is a summary only. This Prospectus should be read in full before making
any decision to invest. The FY200/ Forecast must be read in conjunction with the assump-
tions and other information in Sections 6,7 and 8.

Key Offer stastistics



Letter from the Chairman

20 November 2006

Dear Investor

On behalf of the Directors, it gives me great pleasure to present to you this Prospectus and invite
you to become a shareholder in Energy One Limited.

This 15 a unique opporiunity for the public to participate in, and benefit from, the continuing
deregulation of the Australian electricity industry.

Energy One, one of Australia’s first independent non-government electricity retailers, was formed
in 1996 after the commencement of deregulation of the electricity industry.

The Directors believe that through the continual supply of taidored and cost effective energy
solutions to business, commercial and residential customers, Energy One is in a strong position to
further capitalise on ongoing deregulation in the electricity industry.

The Company's goal is to build upon the success of its approach to the sale and supply of
electricity to small and medium businesses and to expand further into the residential market,

The Directors believe that the Company's participation and success in Queenstand, New South
Wales, the Australian Capital Territory and Victorian electricity markets, the opportunities available
in the South Australian market and the advent of full retall contestability in Queensland, provide
investors with an exciting opportunity to share in the capital growth of the Company.

This Prospectus contams an Offer of 10 miflion Shares at an issue price of $1.00 each to raise $16
million. Following the completion of the Offer, existing shareholders and the Company's financier,
investec Bank (Australia) Limited, will hold 54.55% of the Shares on issue and, at the Offer Price,

the Company will have a market capitalisation of $22 million.

Detailed information about the Offer, the Company, its operations, finances and prospects are set
out in this Prospectus.

Together with my fellow Directors, | ook forward to welcoming you as a Shareholdern
Yours sincerely

. G

fan Ferrier
Chatrman

Energy One Prospectus



Investment overview

This overview should be read in conjunction with the more detailed information set out in the remainder
of the Prospectus, and attention paid to the assumptions which form the basis of the forecasts in Sections
1.5 and & as well as the risk factors outlined in Section 7 and the Irnvestigating Accountants' Reports in
Section 8.

T N Cempamye\/ei"\ﬂew

Energy One is an independent electricity retailer that sells electricity to small to medium sized business
enterprises as well as residential customers. The Company’s sales and marketing strategies, combined with
a sophisticated |T system, deliver the benefits of a deregulated electricity industry 1o consumers in the
form of a tadored, low cost energy solution.

The Company was first incorporated in 1998, and was one of the first independent electricity retailers

to commence retailing electricity when the industry was deregulated. The Company was granted its first
retail licence in New South Wales and now has licences 1o retall electricity in Queensland, Victoria and the
Awustralian Capital Territory. This expansion is expected to continue with an application to retall electricity
in South Australia currently being drafted for submission,

Energy One currently supplies electricity to mare than 8,500 customers in New South Wales and
Cueensland. The number of Energy One customers is expected to grow as the Company increases its
operations inVictoria and commences operations in South Australia. In addition, the advent of full retail
contestability in Queensland represents an exciting opportunity to expand the customer base in that state.

Energy One purchases its electricity directly from the National Electricity Market and then resells it to retall
custormers. Energy One reduces the cornmerdial risk associated with the purchase of electricity through
the National Electricity Market by entering into hedging contracts purchased directly from energy traders,
electricity generators and the Sydney Futures Exchange.

in order to differentiate itself from the large state owned electricity retailers, Energy One has invested
substartially in key images and slogans to establish s brand as the low cost, user friendly afternative. The
Cornpany seeks to offer consumers a “'good, no strings attached deal” coupled with friendly customer
service, contrasting directly with many electricity companies.

The Directors believe that the smiley face brand is fresh and appealing, has strong consumer recal and
adds a personal and friendly identity to what is often considered a "grudge” purchase by consumers.

Energy One has developed a sophisticated 1T systern, integrating the different business functions involved
i a retall electricity business, allowing efficient communication between its business units. Energy One's IT
system assists the Company in remaining competitive by being able to supply customers with customised
products at low prices. By using the latest information technologies, the Company’s back office costs are
kept to a minimum so that any savings can be passed on to customers.

Investment overview



S |2 Key features

[.2.1 Attractive growth opportunitics

The Directors believe that Energy One has achieved a solid platform for growth. In order to continue
funding this growth, Erergy One is seeking additional capital by way of this Offer.

Rolling 12 month aggregate customer load
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The above graph shows the energy used by Energy One's customers on a rolling {2 month aggregate basis.
in the 12 months to September 2006, Energy One’s customers had consumed over 240,000 MWhH of
electricity. The graph ilustrates the consistent growth that has been achieved over the last 12 months using
existing sales channels.

The growth in the above graph has come primarily from New South Wales. |n july 2606 Energy One also
began selling electricity in Victoria. The Queensland market will be fully deregulated in July 2007, which
represents an exciting growth opportunity for the Compary.

1.2.2 Solid operational track record

Energy One has been a licensed electricity retailer since 1997, Over this time the Cornpany has built
systems and processes that have enabled it 1o expand i#s operations into other states whilst maintaining
a competitive edge and at the same time keeping back office costs to a minimum. This ground work has
helped tun Energy One into a profitable company {see Section 1.5},

Energy One Prospectus



|.2.3 Sustainable competitive cost advantage

in the Directors’ experience, smaller niche electricity retailers tend to outsource the 1T and software
requirements for billing, customer transfers, network settlements, metering data, contract and customer
managermnent. In some cases, a different software provider is required for each module. Effective communi-
cation between all the various programs is not only expensive, but also problematic.

Energy One, on the other hand, has developed a seamlessly integrated systern from the ground up. Having
one fully integrated systemn provides the Company with greater flexibifity to make changes and to develop
powerful data analysis and reporting tools enabling, for example, margin analysis on different customer
segments or for individual customers i required.

Unlike some of the larger electricity retailers, Energy One does not have the additional costs associated
with operating 2 number of expensive legacy 1T systems,

The use of its IT systerns means back office costs can be kept to a minimum, providing the Company with
a very scaiable and flexible solution to cost effectively deliver electricity to its customers.

S .3 Company strategy

in terms of growing both the revenue and profitability of the Company in the future, the Directors intend
to focus on the following:

{a} expanding current sales activities;
(b} developing new sales channels and new products; and
{c}) leveraging existing capabilities to provide better customer service and expand into high margin

associated businesses,

The Company intends to use part of the proceeds of the Offer to expand its current sales activities, to
increase its marketing and promotional activity and to fund working capital required to support continued
growth in customer numbers. The graph below demonstrates the growth in the Company's rolling 12
month aggregate revenue that is occurring each month using the curvent sales and marketing approach.
The Directors believe that the key to sustaining this growth s having sufficient working capital to fund sales
commissions and accourts receivable,

Investment overview



Rolling [ 2 month aggregate revenue
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As iHlustrated above, the |2 month aggregate revenue to 30 june 2006 was $20.7 milion and the |2 month
aggregate revenue to 30 September 2006 was $23.2 million.

Following the PO, there are a number of new sales channels that Energy One wili begin to develop such as
web based acquisition progrars, residential acaquisitions and acquisitions through business associations,

In addition, there are a number of high margin activities that Energy One will undertake in order to
leverage its existing capabiities in embedded networks and energy management systems,

Merger and acquisition opportunities within the electricity sector may also arise and will be assessed and
pursued subject to commercial criteria being satisfied,

R |4 Dividend policy

At this stage, Energy One does not intend paying a dividend during the financial year ending 30 June 2007
but will instead reinvest any free cash flow in excess of working capital requirements towards expanding
the Company's business. The Board intends to review this policy at the end of the 2007 financial year.
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L i 5 Key f{ga{}C|a|S

30 june 2005 30 june 2006 30 June 2007

{audited} {audited} {forecast)
Sales Revenue $158 million $20.7 million $36.6 million
EBITDA $(0.2 million) $0.7 million $2.0 million
NPAT $(0.3 million} $0.6 million $1.9 million

Note:  Audited and forecast resufts for the financiol yeors ending on the indicated dates.

The Directors have made a number of important assumptions in projecting the earnings of the Company
for the financial year ending 30 June 2007,  these assumptions do not occur as anticipated, actual results
may differ materially. Investors are referred to Section 64 {for a detailed explanation of these assump-
tions), Section /7 (in relation to risiks} and the Investigating Accountants’ Reports {on historical, proforma
and forecast financial information} in Section 8.

The purpose of the Offer is to fund future growth, including funding the Company's proposed marketing
plan, supporiing the Company's working capital requirernents and restructuring the option arrangements
and financing facilfties in place with Investec Bank {Australia) Limited,

The Offer will raise $10 million and the proceeds will be applied as follows:

Payment to Investec in respect of revised option arrangements $23 maiiscm
Refinancing of existing Facility Agreement with Investec $37m[31‘0n
Working capital : '{_f-.jﬁ;;,o .5&@1_1};55'3_':
Marketing costs $ | O msiiorx
Offer costs .:':"Z$E 0 mlii orx_
Total "$100 milion

Energy One's primary objective during FY2007 is to increase the profitability of the Company through the
acquisition of more customers.

Investment overview
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The Company’s business objectives for FY2007 are:

{a} increasing sales and marketing activity to acquire additional customers;
(b} replacing existing financing arrangements;

{c}) reducing the Cormpany's cost of financing;

{(d} increasing Company profit and

{&) obtaining a South Australian retail licence.

The Company’s expenditure program: in respect of the proceeds of the Cffer is intended to faciitate the

Compary’s business objectives as follows:

{a} $2.3 million will be paid to Investec in order to vary the existing option agreement relating to the
acquisition of Shares by Investec (see Section 94.4b)).

b A part of the refinancing of the existing Faciity Agreement with Investec, $3.7 million will be
P g g Y g
placed on term deposit as collateral for bank guarantees. This will allow the Company to achieve a
tower overall cost of financing.

{c}) $2 million will be retained for use as working capital.

{d} During the course of FY2007, $1 milion will be spent on sales and marketing activities in order to
acquire additional customers. As a result of increasing custormer numbers, the accounts receivable
asset is anticipated to increase, which will be funded from the additional working capital that has
been allocated to the expenditure program from the proceeds of the Offer.

(&) The costs associated with the IPO will be approsximately $1 million.

The Directors believe that, on completion of the Offer, the Company will have enough working capital 1o
carry out its stated objectives for the period to 30 june 2007, The Company’s arrangements with Irvestec
are described in full in Sections 9.4.4.

SR 1 7 Cap ité,| St?“ti C‘tt.,i iﬁe

On completion of the PO, the capital structure of the Company will be as follows:

CPrePO | | PostPO | w
______ Shares | % Shares | e
fan Ferrier {Chairman} and entities 5,958,365 60.68 5958365 2709
associated with lan Ferrier (Polding
Pty Ltd and Sonpine Pty Ltd)
investec Bank {Australia) Limited - - 2,180,000 991
Vaughan Busby {Managing Director) 2567623 26.15 2,567,623 LL.67
Other Shareholders 1294012 13.17 1,294,012 5.88
New Shareholders under Offer - - | 10,000,006 4545
Total 9,820,000 1600 | 22,000,000 1000
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Subject to the completion of the PG in accordance with the terms of this Prospectus, fvestec will be
ssued the equivalent of 9.91% of the post IPO Shares {see Section 9.4.4(bY). Each of lan Ferrser (and
Poiding Pty Ltd and Sonopine Pty Ltd, being entities associated with {an Ferrier), Vaughan Busby, Richard

Brys and Joshua Rudd (Key Shareholders), being directors and/or executives of Energy One, have executed
Restriction Agreements in relation to the Shares held by them. The effect of these Restriction Agreements
is that the Key Shareholders may not sell their Shares for a period of 2 vears from the date of listing the
Cormpany on the ASX. Investec has also agreed to enter into a Restriction Agreement, on the same terms,
but for a period of 12 months, Details of these Restriction Agreements are set out in Section 94.1.

The Shares offered under this Prospectus rank equally with each other and with existing Shares. The rights
and habilities attaching to the Shares are summarised in Section 9.3.

.................. I .8 _. Empl@yee i {}C@Qtivepla{}s
Energy One has adopted two emplovee incentive plans:

{a} an Employee Share Plan {summarised in Section 9.5.1); and
{b} an Executive Option Plan (summarised in Section 9.5.2).

As at the date of this Prospectus no Shares or options have been issued or granted sursuant to these
plans.

e | 9 Basmessa{;dmvestmem s sks -

Investors should be aware that there are risks associated with any investment in shares. In
addition, there are a number of risk factors specific to the Company and the industry and general
business environment in which the Company operates. Such risk factors may impact on the
performance and financial position of the Company. Applicants should read this Prospectus in full
to appreciate the risk factors associated with an investment in the Company. Detatls of key risk
factors of which investors should be aware are set out in Section /.

Investment overview



Details of the Offer

BRI 2 l S N a{eOffer

Investors are invited by the Company to subscribe for up to 10 million Shares at the Offer Price of $1.00
per share. Applications must be for a minimum of 2,000 Shares and thereafter in multiples of 1,000 Shares.
The Company reserves the right 1o issue Shares to an Applicant in full, to issue 2 lesser number of Shares
than those for which the Application has been made, to accept late application or to decline an Applicatiorn.

Payment in respect of the Shares is to be made in full on Application. The rights and liabilities attaching
to the Shares are set out in Section 9.3, No brokerage or stams duty is payable by Applicants under the
Ofter.

The Offer is fully underwritten by Austock Corporate Finance Limited. The Underwriting Agreement
contains terms and conditions which may affect the obligations of the Underwriter. Details of the Under-
writing Agreement, and the circumstances in which the Underwriter may terrminate the Underwriting
Agreement, are outlined in Section 9.4.2.

Eveng Dage o
Date of Prospectus {date lodged with ASIC) 20 November 2006
Exposure Period 20 — 27 November 2006

{unless extended by ASIC
for a further /7 days)

Conversion to a public company 25 November 2006
Offer opens {(after Exposure Period) 30 November 2006
Closing Date (unless extended) 19 December 2006
Allotment of Shares 3 January 2007
Despatch of transaction confirmation statements 4 January 2007
Quotation of Shares on ASX i5 January 2007

Al dates are subject to change and are indicative only. The Company has the right to vary these dates
without prior notice, including the right o dose the Offer sarly or withdraw the Offer and to accept late
Applications. Applicarts are encouraged to submit their Application Forms as early as possible.
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Applications for Shares can only be made by completing the Application Form that is attached to this
Prospectus in accordance with the instructions set out on the Application Form.

An Application must be made by completing a paper copy of the Application Form and must be accom-
panied by payment in Australian currency of $1.00 per Share. Cheques or bank drafts must be made
payable 10 "Energy One Lid Share Offer’” and should be crossed and marked "MNot Negotiable”. The
Compary will not accept an Application Form electronically. Cormpleted Application Forms and Appli-
cation: Monies must be returned prior to the Closing Date tor

Mailed to

Austock Corporate Finance Limited
PO Box 263

Collins Street West

Melbourne VIC 8007

Delivered to:

Austock Corporate Finance Limited
Level |, 350 Collins Street
Melbourne VIC 3000

Applicants who have questions on how to complete the Application Forem or who require additional
copies of the Prospectus can contact the Underwriter on 1800 806 362 between the hours of 9.00 am to
500 pm AEDT on Business Days up to the Closing Date or visit the Company’s website at
wywenergyone.com.au to downioad a copy of the Prospectus.

95 Siructure of the Offer

There are two components to the Offer:

{a} the Broker Firm Offer (being an offer open to Australian resident retail investors who have
received a firm allocation from the Underwriter {or a broker appointed by the Underwriter) as
more fully described in Section 25.1%; and

(b} the Institutional Offer {being an offer oper to certain sophisticated and professional investors as
more fully described in Section 25.2).

The Offer is not currently infernded to contain a general public offer component but the Comparny

reserves the right to issue Shares pursuant to this Prospectus outside the Broker Firm Ofter and the Inst-
tutional Offer.

Details of the Offer
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2.5.1 Broker Firm Offer

The Broker Firm Offer of Shares is open to Australian resident retail investors who have received a firm
alfocation of Shares from the Underwriter {or 2 broker appointed by the Underwriter). The Broker Firm
Ofter opens on Thursday, 30 Novernber 2006 and closes at 500 om on Tuesday, 19 December 2006, The
Company, n canjunction with the Underwriter, reserves the right 1o vary the Closing Date of the Broker
Firm Offer without notice,

Applicants who have been offered a firm allocation of Shares by the Underwriter {or a broker appointed
by the Underwritery will be treated as a Broker Firm Applicant in respect of that firm allocation,

Applicants under the Broker Firm Offer should complete and lodge the Application Form together with
their Application Monies, in accordance with the instructions of the Underwriter {or 2 broker appoirted by
the Underwriter) from whom the firm allocation of Shares was received.

if you elect to participate in the Broker Firm Offer through the Underwriter {or a broker appointed by
the Underwriter), the Underwriter {or a broker appointed by the Underwriter) will act as your agent

in submitting your Application Form and Application Monies. The Company, the Share Registry and the
Underwriter take no responsibility for any acts or omissions by a broker apoointed by the Underwriter in
cormection with your Application, Application Form or Application Monies,

Applications under the Broker Firm Offer for Shares must be for a minirrum of 2,000 Shares ($2,000) and
thereafter in multiples of 1,000 Shares {$1,000}.

2.5.7 Institutional Offer

The Institutional Offer of Shares is open only to sophisticated and professional investors (for the purposes
of section 708 of the Corporations Act). These are investors to whom the Offer may be made without
the need for a disclosure document under the Corporations Act; however, the Offer will be made pursuant
to this Prospectus. The Institutional Offer opens on Thursday, 30 November 2006 and closes at 5.00 pm
on Tuesday, 19 December 2006. The Company, in coniunction with the Underwriter; reserves the right 1o
vary the closing date of the Institutional Offer without notice,

Application procedures will be advised to sophisticated and professional investors by the Underwriter ora
broker appointed by the Underwriter The Company and the Underwriter will determine the allocation of
Shares in the Institutional Offer among Applicants in the institutional Offer The Company and the Under
writer have absolute discretion regarding the basis of allocation of Shares in the Institutional Offer; and
thers is no assurance that any Applicant will be allocated any Shares, or the number of Shares for which
they have applied.

Participants in the Institutional Offer may receive sub-underwriting fees in respect of their allocation. Such
sub-underwriting fees will be paid by the Underwriter

Energy One Prospectus



2.6 Basis of allocation and issue of Shares

The Company will issue the Shares the subject of the Offer as soon as possible after the Closing Date
(subject to the Company being granted admission to the Official List), Subiect to the terms of the Broker
Frm Offer and the Institutional Offer; the Comgpany will allocate the Shares {including between the Broker
Frm Offer and the Institutional Offer and reserves the right to issue Shares to an Applicant in full, to issue
a lesser number of Shares than those for which an Application has been made, to accept a late Apolication
or to decline an Application. Where no allocation is made to a particular Applicant, or the number of
Shares allocated i less than the number applied for by an Applicant, surplus Application Mornies will be
returned 1o that Applicant.

Any Applications received prior to 25 Novernber 2006 will not be accented and Application Mories will
be returned to the Aoplicants.

No imterest will be paid on refunded Application Monies. Any interest earned on Application Monies
prior to the issue of Shares or return of Application Monies will be, and will rermain, the property of the
Compary.

Successful Applicants will be notified in writing of the number of Shares allocated to themn as soon as
possible following the allocation of Shares made after the Closing Date. |t is the responsibility of Applicants
to confirm the number of Shares allocated to themn prior to trading in Shares. Applicants who sell Shares
before they receive notice of the Shares allocated to them do so at their own risk,

In the event that admission to the Official List is denied, or for any reason the Offer does not sroceed, all
Application Monies will be refunded in full without interest.

2.7 Foreign investors

This Offer is not available to persans residing outside Australia. Mo action has been taken to register or
gualify the Shares, or the Offer; or otherwise permit the public offering of the Shares, in any jurisdiction
outside Australia. The Prospectus does not constitute an offer of Shares in any jurisdiction where, or to any
person to whom, it would be unlawful to issue this Prospectus.

2.8 ASX listing

Energy One will apply for admission to the Official List of ASX within 7 days of the date of this Prospectus.

The fact that the ASX may admit the Shares of the Company for quotation on the Official List is not
indicative of the merits of the Company or the Shares offered for subscription. Official Guotation of the
Shares, if granted, will commence as soon as practicable after the issue of initial transaction confirmation
staternents to successful Applicants.

Details of the Offer
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if Energy One is not granted admission to the Official List within 3 months, then no allotrment of Shares will
be made and all monies will be refunded to Applicants in full and without interest.

Energy One will apply 1o participate in the Clearing Mouse Electronic Sub-register System {CHESS) in
accordance with the ASX Listing Rules and ASTC Settlernent Rules. Under this systern, successful Appli-
cants will not be issued certificates for Shares allotted o them but will instead be issued a transaction
confirmation staterment outlining the allotted Shares. This statement will also provide details of the Share-
holder's unicue Holder Identification Number (HIN) (for Shares held on the CHESS sub-register) or
Securityhoider Reference Number (SRINY (for shares held on the issuer sporsored sub-register). This will
take place as soon as realistically possible after allotment.

S O Withdrawal

The Company reserves the right not to oroceed with the Offer at any time before the issue of Shares to
successiul Applicants. If the Offer does not proceed, Application Monies will be refunded. No interest will
be paid on any Agplication Monies refunded as a result of the withdrawal of the Offer.

o 2.1l General enquiries

Applicants who have questions on how to compiete the Application Form or potential investors who
require additional copies of the Prospectus can contact the Underwriter on 1800 806 362 between the
hours of 900 am to 500 pm AEDT on Business Days up to the Closing Date or visit the Company'’s
website at www.enargyone.com.au 1o dowrdoad a copy of the Prospectus.
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The Australian electricity industry

_—— 3.1 Australia’s National Electricity Market

The National Electricity Market {NEM) 1s a wholesale market for electricity supply in Queensland,
New South Wales, Victoria, South Australia, the Australian Capital Territory and Tasmania. The
NEM commenced operating on |3 December 1998 and delivers electricity to market customers
on an interconnected power system that stretches more than 4,000 km from Port Douglas in
Queensland to Port Lincoln in South Australia. It comprises € regions that are based on state
boundaries, with the Snowy Hydro Scheme being classified as a region in its own right. Tasmania
became the sixth region of the NEM in 2005,

Establishment of the NEM was the result of consultation and collaboration between the states
and the electricity supply industry. The NEM's development was guided by a major 1990s Industry
Commission report that recommended a major restructure of the industry. The industry’s dereg-
ulation and the encouragement of full retail contestability has allowed the competitive functions of
generating and retailing electricity to be separated from the natural monopoly functions of trans-
mission and distribution. Companies involved in transmission and distribution of electricity charge
regulated taniffs for the transport of electricity to the customer and it 1s expected that these
charges will remain regulated for the time being,

States and tervitonies within Australia have all deregulated their electricity industries to varying
degrees and along different timeframes. The continued deregulation of these electricity markets
will benefit Energy One. The goal of the reform process was to increase competition in the
industry and provide greater choice for end-use electricity consumers.

The size of the electricity market in Australia s significant. The Australian Bureau of Agricultural
and Resource Economics (ABARE) reports that electricity consumption in Australia increased by
4.3% - from 242,744 GWh in 2003-04 to 253,117 GWh in 2004-05. Consumption grew across
Australia, with Victona recording the largest increase, of 3,643 GWh {6.7%) in the same period.

THE ELECTRICITY INDUSTRY
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The 3 key componerts of the electricity industry are as follows:

{a) Generation
Electricity generators produce and sell electricity to the wholesale National Electricity Market.
Generators of electricity may be either owned by state governments or by private enterprise.
Given that electricity cannot be stored, National Electricity Market Management Company Limited
(NEMMCO) coordinates the generation and dispatch of electricity into the NEM to match a
corresponding demand at any given point in time. Generators sell their electricity into the
whiclesale market, sometimes referred to as the pool, in a2 competitive bidding process.

(b Transmission and distribution
Electricity 1s then transported from generating plants to terminal stations by way of high voltage
transraission lines. At each terminal station, the electricity is transformed to lower voltages prior to
entering the local distribution systermn. Typicaily, each state or territory has developed s own
trangrmission network which is linked to other states or territories via large transmission lines called
inter-connectors.
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The distribution systern or network transports the electricity from the transmission terminal to the
points of use at the customer's premises. Each distribution company has been allocated (by law) a
geographically based and price regulated, distribution network business and a retail business. This
ensures that physical delivery of electricity will not be disrupted by the introduction of full
contestability. Distribution companies earm income by receiving "use of system™ charges for
electricity sold to customers connected to their network. Whilst these local area networks

may be owned by either state government or private enterprise, the distribution charges they are
allowed to charge are prescribed by the various state governments and are currently regulated in
alf NEM states.

() Retail
The retail function is an activity separate to that of distribution, involving the purchase of electricity
from generators in the wholesale market, and then arranging payment for its distribution and sale

to the customen This is the function performed by Energy One.

e 33 ' Wholesale electr Clty ‘rarket

The competitive wholesale National Electricity Market known as the NEM can be best thought of as

a pooled marketplace and is therefore sometimes referred 1o as “the Pool”. The Pool reflects the fact
that electricity cannot be stored, nor can it be determined which source is responsible for the electricity
used by a particular customer. As such, the electricity produced by generators must be centrally pooied,
scheduled and dispatched 1o meet demand.

NEMMCO is a company that was established under the National Electricity Rules and is responsible for
managing the operation of this Pool. |t is chiefly responsible for coordinating the spot oricing and dispatch
of electricity by balancing supply and demand based on the generating capacity available to meet total
demand.

NEMMCO was established in May 1996 fo implement, administer and operate the wholesale INEM,
condinually improve its efficiency, and manage the security of the power system. |t is a body corporate
whaose members are the governments of the Australian Capital Tereitory, New South Wales, Queensiand,
South Australia, Tasmania and Victoria.

NEMPMCO has dual roles of market operator and systermn operator. In summary, NEMMCO's obectives

are 1o

{a) establish and conduct the electriaty market efficiently on a break-even bass;
(b} cortinually improve the NEM's efficiency;

{c}) maintain the security of the power systern; and

{d} coordinate planning for the power system.

INEMMCO administers and operates the competitive whalesale electricity market. iIn 2006, aporoximately
195,000 GWh of electricity, valued In excess of $7 billion, was sert out in the NEM.
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NEMMCO caleulates the financial liability of all sarket participants on a daily basis and settles fransactions
for all trade in the NEM on a weekly basis. This involves NEMMCO collecting all money due for electricity
purchased by retailers from the Pool, and paying generators for the electricity they have produced. The
spot price is the basis for alt these financial transactions.

In order to ensure that generators are paid for their electricity production (from the payments made o
NEMMCO by the retailers), NEMMCO has strict prudential arrangements. As part of this, NEMMCO
recuires the deposit of bank guarantees and security deposits against an established maximurn credit limit
for each retailer,

if a market participant breaches their maximum credit limit on any one day of trading, a call notice for
rectification of the situation and then a default notice may be issued to ensure that NEMMCO is able
to settle the market according to its fixed timetable, NEMMCQO has the authority to suspend a market
participant whao fails to respond adequately 1o a default notice, and to reinstate that market participant
only wher their required financial position is re-established,

Generatars sell hedging contracts directly to retailers, indirectly to retailers via a network of brokers, and
to a variety of intermediaries in the finance industry. Retailers construct hedged partfolios by buying
these products or the re-engineered products sold by financial imtermediaries {eg, several of the major
banks). The market has been increasingly liquid and sophisticated since #s inception in the mid 1990s and
now routinely trades base load, peak and cap products directly or though the Sydney Futures Exchange in
respect of quarters, financial years and calendar years out for approximately 3-5 years. New South Wales,
Queensland andVictorian hedsing products are very liquid, with South Australian hedging sroducts shightly
fess so.

The Comgany has been using the hedging markets for a number of years and is confident that it will
continue to provide a deep and cost effective source of energy risk mitigation for the future. See Section
4.2 for information on the Company’s hedging solicy,

Wholesale buyers and sellers of electricity have unrestricted access to the distribution and transmission
networks (at regulated rates which they pass on to consumers) of the NEM, facilitating what is known as
an "open access” regime. This ensures competition notwithstanding the natural monopoly resufting from
ownership of distribution and transmission network assets.

e 3 4 Retal | e| o C‘t%"l % I“t)/ m af“ket

Electricity retailers have a commerdial supply agreement with the ultimate end-use consumers. Retailers
bill thesr customers for the electricity they consume and they pay for the electricity purchased in the
whiolesale market.

Retaiters also bill customers for the distribution and transmission network charges levied by the distributor

The retailer is required to take the credit risk for collecting the distribution charges from customers which,
are then passed on to the distribution company.
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o 3.5 Retail licensing -

Licences are generaily granted by the Minister for Energy in the relevant state or territory, subject 1o
conditions that are intended to pramaote beneficial outcomes for consumers and market efficiencies. The
Minister issues various guidelines on how a licensee is to comply, and demonstrate compliance, with these
conditions in the relevant state or territory. Each state and territory has a different set of requirements
and regulatory conditions.

S 36 Pricing

The price paid by customers for electricity s made up of 2 number of componerts:

(a) Wholesale electricity purchasing costs, including retailer's electricity purchasing costs and associated
overheads (including metering costs), reflecting the net price paid by the retailer for electricity
acquired from the generator These costs are not regulated.

{b) Government fees, payable by the retaler to NEMMCO and other regulators and which reflect the
reguiators expenses in operating and administrating the market. These costs are regulated.

{¢) Metwork tariffs are charged by a distribution company to retallers for using the transmission and
distribution network to supply electricity 1o its retail customers, These tariffs include capital,
operation and planning charges. These costs are regulated by government authorities.

{d) Retailers marketing costs, marging and other overheads determined by the retailer. These costs are
not regulated,
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Overview of Energy One

S 4 I H IStC}%"‘)/ s

Energy One is an independent electricity retailer that sells electricity to small to medium sized business
enterprises as well as to residential customers. The Company uses sales and marketing strategies which,
combined with a sophisticated [T system, deliver the benefits of a deregulated electricity industry to
corsumers in the form of 2 tailored, low cost energy solution.

The Company was incorporated in 1996 as Ferrier Hodgson Electricity Pty Ltd and was one of the first
ndependent electricity retailers to commence retailing when the electricity industry was deregulated. The
Cormpany was granted its first retail licence in New South Wales. The business was initialy based around
a consulting model aimed at delivering cost reductions on a range of goods and services, which included,
among other things, electricity

in late 2002, the Company decided to focus on the retailing of electricity and began an intensive marketing
carmpaign. In the space of 4 months annual revenue was doubled from approximately $6 milion to $12
miflion, The Company was not prepared for such rapid growth, which created considerable strain not only
on cash flow but also the back office and billing systerns. In order to maintain its liquidity, the Company
ceased all sales and marketing activity and 2 number of staff were laid off.

in late 2004, there was a substarttial change in ownership of the Company with Vaughan Busby, the current
Managing Director and CEO, taking a shareholding in the Company and the majority of other shareholders
being bought out by lan Ferrier {the current Chairman).

Vaughan's mandate was to restructure the Company in such a way as to enable a platform that would
accormmodate significant and sustained growth. In the [ast two vears, the Company has grown from 8
employees to over 30, its annual sales have increased by 53% to over $20 million in 2006 and profitability
has increased from a loss of $338.000 (NPAT) in 2005 to a profit of $642,000 (NPAT) in 2006, Over
this time, considerable development has ako accurred on the T and bifling systems to ensure that the
Compary has a flexible and scalable back office.

The Company changed its name to Energy One Pty Ltd in 2005, reflecting not only a change in ownership
but also to reflect its trading name "Energy One”. in December 2004 Energy One entered a financing
arrangement with Investec Bank (Australia) Limited, a wholly owned subsidiary of the Investec Group,
which is an international, specialist banking group hsted on the stock exchanges of London and johan-
nesburg. This financing arrangement provided Energy One with the necessary funds to provide the bank
suarantees required by NEMMCO 1o support energy purchases in the wholesale market. In addition, the
funding provided by Investec allowed Energy One to develop its systerns and processes to the point where
the Company could expand rapidly given the appropriate capitalisation,

As part of the banking relationship, Investec has been granted a call option to be issued Shares in Energy
One. Investec’s shareholding {pre and post the PO} is set out in Section |.7. Investec has a number of
energy related investrnents both in Australia and overseas and is considered by Energy One as a strong
strategic partner
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The Company has undertaken a progressive expansion which recently saw the Company obtain its retail
licence inVictoria. Energy One now holds icences to retail electricity in New South Wales, Queensland,
Victoria and the Australian Capital Territary. This expansion is expected to continue with an application to
retail electricity in South Australia being drafted for submission. Once the application has been submitted,
provided the application process goes smoothly, it is expected to take three 1o four months from the date
of subrmission undil a licence is granted.

State Date licence granted
New South Wales 24 lune 1997
Queensland |1 February 2000
Australian Capttal Territory 29 June 2001

Victoria 22 March 2006

South Australia Application drafted

As of june 2006, Energy One supplies electricity to more than 8,500 customers, primarily in New South
Wales and Queensland. The number of customers is expected to grow as the Company commences
operations inVictoria and later in South Australia. In addition, the advent of fUll retail contestability in
Queensland represents an exciting opportunity 1o rapidly expand the customer base in that state.

42 Energy purchasing and hedging -

Energy One purchases its electricity directly from the National Electricity Market and resells the electricity
to retail customers. To the extent if considers necessary, Energy One enters into hedging arrangements
to address possible price differences between the price at which it purchases electricity and the price at
whilch it resells the electricity.

Participants in the INEM require a means of managing the financial risks associated with the significant
degree of volatility in spot market prices that occurs during trading periods. This is typically achieved by
using financial contracts that lock in a firm price for electricity that will be produced or consumed at a
given time in the future, These contracts serve to substantially reduce the financial exposure of market
participants, They are known as derivatives, and include swaps {base load and pesak contracis), one way
insurance products (caps), options on these products and a variety of futures contracts. In Australia these
contracts are generally covered by the Master Agreements and confirmation documentation of the Inter
rational Swaps and Derivatives Association (ISDAY. These contracts can be entered into under either
long-term or short-term arrangements that set an agreed price {(known as a “strike price”) for electricity
purchased from the NEM Pool. in this way, hedge contracts are financial instruments that INEM sarticipants
can use 1o rmanage the financial risk that results from potential volatility of the spot price.

Energy One reduces the financial rislk associated with the purchase of eleciricity through the NEM by
entering into hedging contracts purchased directly from the Sydney Futures Exchange or over the counter
(OTC) from counterparties such as electricity generators and banlks,

Overview of Energy One

25



Hedging Marioat

:'Energy Trader

The basic form of a hedge contract exists where two parties agree to exchange cash against a spot orice
outcome in the market, This is dlustrated in the diagram below:

Hedge contracts in the NEM
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In this example of a hedge contract, 2 generator has agreed to sell electricity 1o a retailer at a fixed rate of

Energy One Prospectus



$40/MWh. When the spot price is below the strike price, the retailer pays the difference to the generator.
So,1in the sbove example, at 400 am when the spot market price is $18 the retailer would pay the $22
difference between the agreed price of $40 and the spot market price of $18. The net effect for the
retailer is it pays $18 to NEMMCO for the spot market price and $22 to the generator, equalling a net
payment of $40. The net effect for the generator is it receives $18 from NEMMCO for the spot market
price and $22 from the retailer, equalling net receipts of $40.

When the spot price exceeds the agreed price the generator pays the difference to the retailer in this case
at 3.00 pm when the spot market price is $120 the generator would pay $80, the difference between the
spot market and the strike orice, to the retailer: In this scenario the retailer pays $120 to NEMMCO for
the spot market price and receives $80 from the generator, equalling a net payment of $40. The ret effect
for the generator is that it receives 3120 from NEMMCO for the spot market price and pays $80 o the
retailer; equalling ret receipts of $40.

Broadly speaking Energy One uses the following productsf/instruments for hedging its wholesale electricity

load:

{a) Base load contract
A base load contract provides for a fixed quantity of electricity, at a fixed price, 24 hours per day
over the period of the contract, usually a year (financial or calendar) or a calendar quarter. This is
one of the most commaon contracts traded, and is very liquid in all regions (meaning they can
usually be readily bought and sold by those wishing to hedge their risk).

(b} Peak load contract
A peak load contract is simifar to the base load contract, in that it is for a fixed quantity of
electricity at a fixed price, but it only covers the "peak hours” - that is, 7.00 am to 1000 sm on
working days. Again, these contracts are very quid

{c) $300 caps
A cap s analogous o an insurance conitract, in that it restricts the maximurn payment required for
electricity to $300 per hour This orovides a capped purchase price when Pool prices get very high
{from $300 per hour to $10,000 per hour). Again, they cover a fixed volume of electricity and can
cover either the base load all day every day or peak only. Generally they recuire an up front
paymernt of the premium {not unlike an insurance policy).

{d) Asian call options
An Asian call option is a full year base load contract, for a fixed volume of electricity, at an agreed
strike price. It is analogous to an insurance contract, but insures against the price over the year
being higher than expected rather than on an hour by hour basis in a cap. Asian call options are
one of the alternatives to base load or peak load contracts, in that they have the same effect
of rermoving price volatiity, but have some upside for the retailer i the spot orice remains low over
the pericd. They also traditionally have 2 lower risk premium.

{e) Whole of metered load swap contracts
These comtracts provide for a fixed price for a variable aquantity of electricity, covering all usage
by an agreed group of customers (usually on a meter by meter basis), usually for the ife of the

Overview of Energy One

27



28

custormer's contract. This product therefore has no price risk and no volume risk, and simplifies
custorrer pricing. The Company purchases these products in periods where the risk premium
payable in respect of the products is acceptable.

Energy One comtinuously monitors its hedging position within the wholesale electricity market to ensure
that sefficient hedging cover is maintained at all times. Energy One produces a weekly resort that
forecasts the future energy requirements, based on the historical profile of energy usage by individual
custormers. The Company's integrated billing systern compares the estimated energy purchases against
current hedging instruments, Energy One then purchases additional hedging instrurments {or occasionally
selfs excess hedges) as required in order that sufficient hedging coverage is maintained within predeter
mired limits.

Typical summer load profile and
associated hedge products utilised
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The above graph dlustrates an example of what a hedging profile may look [ike. In this example a 5MWh
base load contract provides the majority of the hedge cover. An additional 3MWh peak load coniract
hedges the additionzl load between 7.00 am and 1000 pm. In the above example, the load s over hedged
betweern 1200 am and 500 am and again between 7.00 am and 4.00 pm. In addition, there is insufficient
hedging cover between 500 am and 7.00 am and for a short period between 6.00 pm to /.00 pm. These
over-hedged and under-hedged volumes, and their assocated energy price risk, are used to caleulate "value
at risk” measures which are compared to limits set by the Company's Risk Management Committee. The
objective of hedging is to minimise the amount of load that is unhedged while at the same time attempting
not to have excessive hedge cover. Other factors that need to be considered in the assessment include
changes in load profile due to changing customer usage.
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Energy One's risk management committee ensures that suitable systemns and processes are in place o
monitor and manage the hedge position. It also establishes the overall parameters and levels of risk that
are deemed acceptable to ensure, at any point in time, the Company not only has sufficienit hedge cover
to protect cash flows but to also ensure the Company is not over hedged, which would negatively effect
profitability.

Energy One's AFS Licence requires the Company to certify and confirm by way of evidence that it has
established, and will maintain, adequate risk management systems that fake into account, among other
things, the nature, scale and complexity of its business.

e 43 Clustomer base

Energy One's main focus is on profitable custormers in the small to medium size enterprise market, which
provides a shorter payback period on acquisition costs compared to residenitial custormers due to larger
bill sizes.

Energy One's current load is split 60/40 between New South Wales and Queensland.

in terms of customers, the New South Wales business is, in the main, represented by 2,500 small business
customers. These businesses include cafes, restaurants, service stations and corner stores,

Under current resulations i1 Queensland, Energy One is only permitted to supply electricity to those
customers who consume more than 100 MW per annum or approximately $10,000 of electricity per
anrum. Energy One currently has 175 Queensiand customers, which include a number of "embedded
networks”". An“embedded network” is where a number of retait cutlets in a shopping centre or residents
in 2 high nse apartment block are able to combine their purchasing oower to enable them to enter the
contestable market. As an additional service, Energy One provides a number of these larger sites with

an energy management system that enables customiers to make reductions on the amount of electricity
consumed saving not only money but alse reducing greenhouse gas emissions. This product has been wel
received by a number of erwironmentally conscous body corporate organisations.

Approximately 5500 residential customers in Queensiand are enjoying the benefits of consolidating their
erergy requirements and making savings by purchasing electricity in bulk from Energy One.

in New South Wales, where Energy One has been operating the longest, a number of custormners have
been with the Company for 8 or 9 years. In Queensland, the majority of custormers have been with
Energy One for at least 5 vears. This loyalty is due, in part, to the personalized customer service provided
by Energy Cne. Numerous queries are received from customers in Energy One's call centre relating to
network and metering issues. Energy One acts on behalf of its customers dealing with the various agencies
responsible for the delivery of electricity. A number of customers have been won simply by assisting them
in dealing with outstanding issues that have been unzble 16 be resolved with large retailers.

Energy One's customer churn in the small business market is in line with industry averages and relates, in
the main, to the nature of small businesses changing hands or being sold.
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44 Marketing

in order to differentiate itself from the large state owned electricity retailers, Energy One has invested in
key irmages and bright slogans intended o establish its brand as the low cost, user friendly afternative. The
strategic marketing offers consumers a “good, no strings attached deal” coupled with friendly custormer
service. The marketing obective is to create 2 friendly value brand within the electricity industry.

The Directors believe that the sniley face brand is fresh and appealing, has strong consumer recall and
adds a personal and friendly identity to what is often considered a "grudge” purchase by consumers.

Energy One has trade marked the name "Energy One” and the smiley face device. in addition the business
has also trade marked the tag line “Turning Australia Onl™.

ditdiner to daogy oo

Energy One has also continued to develop its website www.energyonecomas. In the near future, it
i5 anticipated that customers will be able to sign up with Energy One directly an-line. This process will
reduce the cost 1o acquire customers and will also facifitate various marketing campaigns.
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Energy One will continue to develop its marketing focus on the acquisition of customers in the SME and
residential market segrments and the expansion of custormer acquisition into other states. Continued focus
on providing efficient, friendly customer service to this market segrment will also be important in realising
the Company's marketing objectives. The niche marketing to small end use custormers {rather than large
industrial customers) will continue to set the strategic direction of the Company

The Company currently has an outsourced doos-to-daor sales team of approximately eight sales profes-
sionals in New South Wales concentrating on making sales to smail business customers. This sales force
has been outsourced to maintain Hexibility and reduce risk as the Company erders an expected growth
phase.

The Company also currently outsources o an Australian based telesales teamn to test new market
segrments and cover those areas not visited by the doorto-door sales team.

Following the PG, Energy One intends to increase both of the sales channels mentioned above {either in-
house or outsourced), as well as developing new high growth sales channels such as web-based acquisition
programs, residential acquisitions and acquisitions through business associations.
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B 45 T Systems

Energy One has developed a sophisticated 1T systern, integrating the different business functions involverd
in a retail electricity business. Energy One’s management software, called "Fusion”, has been developed in-
house over a number of vears and allows seamless communication between the various business functions,
and has enabled the Company to position iself at the leading edge of customer data and orofitability
management.

Energy One'’s IT system assists the Company in maintaining its competitiveress by being able to supply
customers with custormised products at low prices.

The Directors are confident that the Company's existing [T systems can adequately deal with additional
customers expected from the Company’s andicpated growth in the medium term.

Cortinuous improvernent of Energy One’s I systern ensures that back office costs are kept 1o a rminimum,

Fusion Software

Energy
Settlernents

Network
| Settlements

‘Metering
Settlements
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Energy One'’s proprietary billing and customer management software has 3 componerts:

{a) Production services
Energy One's production services section supports the business functions associated with the
set-up, management and delivery of customer accounts. The functions avaiiable within this module
of the system include:;

0 Customer transfers — a fully integrated system which loads sales data from various
sources and manages the transfer.
(i} Meter data management — automnated meter data importing systerm. Energy One

has implernented a series of excestion based and variance based checks designed to
ensure the meter data being loaded into the systermn is complete, correct and up-to-date.

(1 Billing — the software currently supports network pricing and legisiative requirements
across New South Wales Victoria and Queensiand. The systemn can be simply updated to
meet the requirements of South Australian pricing when required.

{iv) Customer relationship management — effective logging and management of customer calls,
customer data management and site maintenance.
(v Collections — management of debtors, including the avtormated production of overdue

and disconnection notices,

(b Business services
Energy Une's business services section supports the business functions assaciated with internal
managernent and reporting across the range of energy refated service providers. The functions
available within this module include:

0 Energy settlements — ability to reconcle with NEMMCO energy purchases against
customer sales.

(i} Network settlements — automated reconciliations between the purchase of network
services and the sales of network services to customers,

{iir} Metering — automated reconciliation of metering fees and charges.

(¢) Reporting services

Energy One's reporting services section provides reports for various areas of the business enabling

an understanding of Energy One's customers and market. Having the ability to report across

differemt business functions has aliowed Energy One's management to continually improve services
whilst at the same time reducing costs. The functions available within this module include:

0 Position and risk reporting — a daily "value at risk” report aliows Energy One to monitor
its position within the wholesale electricity market. The report forecasts future energy
requirements, based on the value of the retaill contracts signed. The systern compares
estrnated energy purchases against a register of current hedging instruments, as discussed
in Section 4.2

(i} Customer margin report — reporting across the billing and settiements systerns a
custorner by customer margin report allows Energy One to better identify both profitable
and non profitable customers and customer segments.

(1 Monthly management account reporting — Energy One's management software has a suite
of reports for the preparation of the monthly management accounts {including accrual
reports for erergy settlements and network settlernents),
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4% Competition
4.6.1 Competitors

Energy One competes with a number of other licensed electricity retailers in each of the markets in which
it is licensed to retail electricity,

Electricity i3 a commodity product with low levels of consumer involvement and a similarly low degree of
consumer education. Competition between retailers tends fo be greater in those states that have a higher
degree of deregulation, such asVictoria. The states with a higher degree of deregulation have also seer the
greatest number of new entrants in electricity retailing.

The comgeting retailers range from large government owned electricity retailers, such as Energy Australa,
integral Energy and Country Energy in New South Wales and Energex (now called Sun Retail} and Ergon
Energy (now called Powerdirect) in Queensland, to the large publicly listed companies {such as AGL and
Crrigin Energy).

Several niche electricity retailers also operate in the same jurisdictions as Energy One. For example,
jackgreen is listed on the ASX and markets renewable energy 1o residential customers in New South
Wales and Victoria.

The Directors believe that Energy One's business model is probably closest to that of Australian Energy,
which concentrated on providing services to small business custormers. Australian Energy was aiso listed on
the ASX before being acquired in April 2006 by Ergor Energy.

The nature of competition within the electricity retailing market is generally in the form of both price
discounting and oroduct differentiation, ultmately seeking to provide custormers with incentives to either
remain with, or switch 1o, another electricity retailer

A detailed table setting out electricity retailers licensed to sell electricity to residential and small business
customers in the same markets as the Company {and those who have applied for licences) is set out in
Section 9.6, A brief discussion on competitive risic is set out in Section 7.8,

4.6.2 Competitive advantages

Energy One's competitive cost advantage has been driven by its mdustry leading bifling technology. The
billing software developed by Energy One has enabled the Company o increase its operating margins
by performing analysis on individual and groups of customers and reducing back office costs though
autornating various functions, The billing system communicates efficiently across all sroduction, business
and reporting functions.
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The Directors believe that Energy One manitaing sustainable competitive advantages in the foliowing areas:

{a) i1 systerms — the Company's cost effective, flexible and scalable [T systerns coupled with low
marketing costs, means Energy One can deliver electricity to the custormer competitively, on a
fixed price basis and without significant merchant risk.

(b} Value based, user friendly brand — the Company will maintain the effectiveness of its brand as a
vzlue based, user fiendly alternative in a market characterised by slow moving utility based
ncumbent retailers,

{c}) Management — the Company has an experienced senior management team.

Energy One also offers a service whereby it performs electrical consolidations within large residential
buildings or shopping centres. By performing an elecirical consolidation, Energy One can establish
customer price savings through the bulk purchasing of electricity via the body corporate or centre
management. This, coupled with a remotely confrolled energy management systern supplied by Energy
One, can create very significant savings for particular types of customers,

e 47 Growth prospects

Using its current sales channels, Energy One has, in the last 12 months, achieved steady and consistent
growth in New South Wales. This is demonstrated in the table below, which shows the increase in
aggregate revenue that has occurred each month over the last year In the 3 months ending 30 September
2006, Energy One's rolling 12 month aggregate revenue has increased by approximately $2.5 million to
$237 milliors or an increase of 12%.

Rolling {2 month aggregate revenue

E2 neoerth nggrepate rovence (5000}

As flustrated above, the |2 month aggregate revenue to 30 june 2006 was $20.7 millior and the |2 month
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aggregate revenue to 30 September 2006 was $23.2 million.

in july 2006 Energy One aiso began retailing electricity inVictoria. The Queensland market, in which Energy
One already holds a retail licence, will be fully deregulated in july 2007, This represents an exciting oppor:
tunity for the Company given that the systems and orocesses required for operating in the Queensiand
market are already in place. Energy One has an office located on the Gold Coast where it currently selis
electricity to large residential buildings and shooping centres,

In excess of 1.5 miflion contestable customers in Austraha (from a possible 64 miflion) had moved

to a retailer of their choice, and the churn rate is steadily growing. As can be seen in the table below,
Queensland represents a significant opportunity for Energy One 1o grow its customer base in a substantial
way, givern the limited number of transfers to date in that market.

S Total annual customer transfers (Cahqiaiati\fe) L

2002 2003 2004 2005 2006
Queensiand - - 2,802 3935 4982
South Australia - 3,508 83,601 294751 448,653
New South Wales 30,391 (25263 219,115 427033 £95,849
Victoria 27546 206643 395275 934447 1441932

Noter  Fgures are gs ot 30 fune for eoch year indicated
Energy One customers in the |2 months to Septernber 2006 consumed 240 GWh per annum or 0.1%
of the amount consumed in Australia in 2004-5. This O.1% for Energy One represented $23 million in

FEVENLIe,

Energy One is also considering obtaining the necessary licences to retall gas in the near future.
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Directors and senior management

Ty 5.1 Expertise and experience

Energy One's Directors and its senior management team provide electricity industry expertise and
direct retail business experience that enable Energy One to operate an effective and competitive
electricity retailing business. The expertise and experience comes fromy

{(2) Fst hand experience in both founding and operating an electricity retail business in a fully
cortesiable market.

(b} Having the necessary disciplines required to grow an existing business operating in
multiple states governed by numerous regulators, varying legisiative requiremernts and a
diverse array of stakeholders,

{c} Energy One has experience in implementing policies, processes and systerns, including
those necessary to deliver retail electricity to domestic and cormmercial customers in a
deregulated ervironment in the NEM.

(d} Operational knowledge of the customer service systems required to service competitive
retail rmarkets within Australia.

e 5 2D |?*ect<?3z“s =
52.1 lan Ferrier - CA - Chairman

Age 66, The Chairman of Energy One has overseen the business, originally in
the capacity of Managing Director since s inception in [996. lan's knowledge
of the Australian electricity industry has been gained over the last ten years via
his involvernent in Energy One. lan currently holds directorships in a number
of publicly listed Australian companies including McGuigan Simeon Wines
Limited, Macquarie Goodman Management Limited, Reckon Limited, Invocare
Limited and Australian sl Company Limited.

fan established Ferrier Hodgson (the accounting and corporate recovery firm} in 1976 having spent the
previous |5 years specialising in his Seld. lan has over 40 years experience in the area of corporate recov-
eries and turnarounds, Since 1996 1an has been responsible for the firm's expansion into Asia with offices
in Tokyo, Singapore, Hong Kong, Indonesia and Malaysia.

As a company director and insolvericy professional, flan is familiar with legislative and corporate governance

requirements. lan's knowledge gained from operating a small electricity retailer in the NEM for ten years
will prove irvaluable as the Company grows.
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5.2.2 Andrew Bonwick - B App.Sc., M Comm - Non-executive Director

Age 49. Andrew was the Managing Director of ASX listed Australian Energy Limited
{now called Powerdirect). Australian Energy was a niche electricity retailer supplying
electricity to customers in New South Wales, Victoria, Queensland and South
Aastralia. During Andrew's tenure at Australian Energy (from September 2003 to
April 2006), gross sales increased from approximately $50 million per annum to
more than $120 milion per annum and the share price increased from 70 cents to
$1.95 when the company was bought by Ergon Energy Limited. Prior to Australian
Energy, Mr Bonwick was the Marketing Director of Yallourn Energy for 6 years,
including responsibility for the AusPower retail operation and Yallourn's wholesale and
regulatory activities. His career has included roles in serior managerent, institutional
equity research and managemerit consulting.

5.2.3 Vaughan Busby - B.Pharm, MBA - Managing Director

Age 35. Vaughan is the Chief Executive Officer and Managing Director of the
Company and has beery the CEO for two vears. Over this time Vaughan has been
focusing on restructuring the business and setting the overall strategic and financial
direction to enable the Company to enter a period of rapid and sustained growth.
This has included refinancing the business and introducing a more sophisticated
methodology for purchasing wholesale electricity. This involved the use of derivatives
to hedge the financial risk associated with electricity purchases and implementing a
robust frame-work to monitor and report the hedging position on a daily basis.

Previously a director of Ferrier Modgson, Vaughan has considerable experience in the turnaround and
restructuring of businesses with ermphasis on financial risk managernent and corporate finance. Vaughan
has an MBA from IMD Business School in Switzerland,

5.2.4 Additional non-executive director

The Directors intend to identdy and appoint a further non-executive director in early 2007
5.3 -Senior-management™

53.1 Key executives

The key execuatives of the Company ares

(z)  Vaughan Busby - B.Pharm, MBA- Managing Director
See Section 5.2.3,
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(b)

(©

Richard Brys - B.A. Bus Economics - Chief Operating Officer

Richard has been with Energy One for two and a half years. During that time Richard has been
responsible for managing all supplier contracts including energy purchases and network and
metering services, Richard's experience in the power industry extends to the UK where he
worked for Powergen in a corporate finance role. Richard has also worked for Logica developing
energy trading systems for various European markets. Richard has managed the ongoing
development of Energy One'’s proprietary billing software, Fusion, over the last two and a half
Yyears,

Joshua Rudd - Financial Controller and Company Secretary

joshua joined Energy One three years ago as an assistant accountant and has been the

Financial Controller for the last two years. Over this time foshua has developed an extensive
understanding of Energy One and its financial and IT systems. Prior to joining Energy One, Joshua
worked for a private chartered accounting fiym. joshua has an Advanced Diploma of Accourniting,

Travis Waycott - National Sales Manager

With more than |6 years experience in sales, business development and sales managerment, Travis
brings a wealth of experience from varying industries. His specialties extend from key relationship
management to revenue growth through business development of existing and new markets.
Travis has held sales managerment roles in the food packaging, sports clothing and airline industries.
He has experience in putting systems and processes in place 1o ensure a professional sales practice
5 provided to all new and existing customers,

Paul Gramenz - General Manager, Compliance

Paul holds an tHonours Degree in Electrical Engineering and has over 20 years experience in the
electricity industry. Paul has worked for Origin Energy, Powercor and AGL in roles covering energy
trading, business development and sales and marketing Paul is a Fellow of the Australian Institute
of Energy.

5.3.2 Energy hedging and trading

in the medium to long term, the Company may engage a full ime energy trader to manage the company’s
hedging and energy trading activities. In the short term, the Company has the necessary capability and
expertise to manage i#s hedging and energy trading needs.

S 54 The Board and corporate governance

The Board is dedicated to generating appropriate levels of shareholder value and financial return through
performance maximisation and developing a successtul, recognisable brand,

With these objectives in mind, the Board works to ensure that the Company is properly managed
to enhance and protect shareholder interests, ensuring that the Company, its Directors, officers and
employess operate in a suitable environment of corporate governance.
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The Board has 3 sub-committees;

{a} the Audit Committes, which meets at least bi-annually;

(b} the Risk Committes, which meets monthly and has a comprehensive hedging review every six
monEns; and

{c}) the Remuneration Comerittee, which meets at least annually.

Policies have been adopted in anticipation of the Company's ASX listing. The key principles underlying
the Company's corporate governance policies are those suggested by the ASX Corporate Governance
Council

The Board is adopting the ASX Corporate Governance Councit’s best practice recommendations
{associated with the principles) as far as is practical, given the size of the Company and its circumstances.
The Company will report in its annual report the extent of compliance with the ASX recommendations
and will explain why it has not adosted a recommendation if the Board considers it inappropriate in the
circurmnstances,
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Financial information

6.1 Introduction

This Section summarises the recent historical and forecast finandial information for the Company. This
firancial information has been prepared by the Directors and reviewed by WHEK Greenwoods {in respect
of historical information) and WHK Corporate Advisory Limited {in respect of proforma financial infor-

miation and forecast financial information). Copies of their Investigating Accountants’ Reports are contained

in Section 8. This Section should be read in the context of this Prospectus as a whole, including Section 7
{Risks}. The financial information comprises:

(@)

(b)

(©

Historical financial information

The summary income statements for FY2004, FY2005 and FY2006 are set out in Section 6.2 and
the historical balance sheet as at 30 fune 2006 is set out in Section 65.1. The historical financial
information has been derived from the audited financial staternents of the Company and has been
presared in accordance with Australian equivalents to International Financial Reporting Standards
{AIFRS).

Proforma financial information

The proforma balance sheet as at 30 june 2006 set out i Section 6.5.1 is based on the historical
balance sheet of the Company as at 30 June 2006 after making the proforma adjustments set out
in Section 652 These proforma adiustments have been reviewed by WHK Corporate Advisory
as investigating accourstant and its report is contained in Section 8.2

Directors’ Forecast

The forecast income statement set out in the table in Section 6.2 has been prepared by the
Directors based on economic and business conditions prevailing as at the date of this Prospectus
{Forecast}. The Directors have prepared the Forecast with due care and attention. The general
and specific assurmptions upon which the Forecast has been prepared are detalled in Section

6.4 and a sensitivity analysis is set out in Section 6.4.5 1o illustrate the effect on the Forecast of
material changes to key assumptions.

The Forecast is predictive in character and & based on the best estimates of the Directors, which
by their nature are subject 1o uncertairties and contingencies, and may be affected by inaccurate
assurmnptions or known and unknown risks and uncertainties. Potential investors should note that
the actual results achieved may vary significantly from the Forecast and any variation may have a
material impact (either positively or negatively} on the future share price of the Company.
Accordingly, neither the Directors nor the Company can give any assurance that the Forecast or
any prospective staternent contained i this Prospectus can be achieved.

As at the date of this Progpectus, there have not been any events of a material nature or any
change in the business operations or financial position of the Company that may have a significant
impact on the Forecast.

The financial information set out in this Prospectus has been prepared in accordance with the recognition
and measurement principles orescribed in Australian Accounting Standards and the material accounting
policies adopted by the Company as set out in Section 6.8, The financial information contained in this
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Prospectus is presented in an abbreviated form and does not contain all of the disclosures required by
Awstralian Accounting Standards applicable to annual reports prepared in accordance with the Corpora-
tions Act.

e 6.2 -Summary of financial performance and Forecast -

Set out below is a summary of the historical financial information and the Directors’ Forecast for Energy
One,

The Forecast has been orepared on the basis of the assumstions set out in Section 6.4 and should be read
in conjunction with the sensitivity analysis set out in Section 6.4.5, the risk factors set out in Section 7 and
the lnvestigating Accourtarts’ Reporis in Section 8.

:: _5 ”come staz;emenz I - Historical financial information ng f ég:; -
Yearended 30 June (5000 o004 ] 2005 -] 2006 | 2007
Revenue? F5,446 15920 20,653 36572
Less: cost of sales (13734 (14,656} {17.650) (31214
Gross margin 715 | 264 3,003 5358
Other income 24 13 22 -
Less: operating expenses {1550 {1448} (2,330) (3,310
EBITDAS P88 (1713 695 2048
Less: depreciation and amortisation (100} {192} {109) {112}
EBIT 88 (363) 586 1,936
Lessinet interest expense {57} 25 (15) (55}
Net profit before tax 31 (338} 571 | 881
Less tax expense - - 71 -
Net profit after tax 31 (338} 647 | 881
Notes:
. Revenue represents reveniue from core operations and excludes dividend and interest incarme,
proceeds from the disposal of property and other revenue,
2 Ongoing costs expected to be incurred by Energy Cne ds o publicly listed compony have been

inctuded in the Directors’ Forecost but have not been included in the historicol fnancial information.
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6.3.1 Year ended 30 June 2005 compared to the year ended
30 June 2004

FY2005 revenue was consistent with FY2004 revenue.

Operating expenses in FY2004 were higher than FY2005 due to a number of ane off restructuring costs,
which included a number of redundancy payments and expenses associated with the relocation of Energy
Oine's offices. Foliowing a review of bad debts, historical bad debts were also written off during 2004,

One-off expenses associated with the recapitalization of the business were incurred during 2004 Various
bank fees were incurred as a result of terminating the banking arrangements with the ANZ and entering
into the Investec Faality

Additional bank guarantees, over and above those required by NEMMCO, were also taken out to provide
the business with additional headroorm during this period. Due to the change in the controfiing share-
holders during 2004 a loan provided by the previous shareholders was repaid. The loan had been made to
fund the ongoing operations of the business,

6.3.2 Year ended 30 June 2006 compared to the year ended
30 June 2005

Due to the implementation of 2 new sales orogram, FY2006 revenue increased by 30% compared to
FY2005. The lower gross margin in 2005 reflects some unanticipated [osses as a result of having insufficient
hedging in place. The insufficient hedging was due to a delay in recapitalizing the business, which meant
there was insufficient cash available to purchase the required hedging instruments. As a result the business
incurred some [osses during a period of volatility in the spot market for wholesale electricity.

Interest expenses were higher in FY2006 due to a full vear of interest being incurred as a result of the
Investec Facility In addition, given the continued growth of the business, additional bank guarantees were
required to support Energy One'’s purchases of electricity from the wholesale market

Depreciation and amortisation also increased in 2006 following a considerable increase in the amount of
software development that was capitalized. Development costs in 2006 related to improvements that will
alfow for a significand increase in customers,
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S 64 Preparation of the Directors' Forecasts -
64.1 Introduction

The Forecast has been orepared on the basis of the assumstions set out in this Section and should be read
in conjunction with the sensitivity analysis set out in Section 6.4.5, the risk factors set out in Section 7 and
the Investigating Accourtarts’ Reports in Section 8.

The assumptions are intended to assist potential investors in assessing the reasonableness and possibility of
the Forecast being achieved. The description of the assurmptions does not constitute a representation that
the assurmnptions will accur:

Potential investors should be aware of the proposed timing of the events and, should there be a delay in
the timing from that assumed in the Forecast assumptions, this may have a material affect on the future
firancial performance of the Company.

64.2 General assumptions

The following general assumptions have been made in preparing the Forecast:
{a} the Offer s fully subscribed and the oroceeds of the $10 million raised are allocated in accordance
with the use of proceeds detailed in Section | .6;

b there are no material acquisitions or disposals of assets by the Company,
G P Y pany
e there is no material or adverse impact on Energy One from any of the ollowing:
P gy i £
i changes i the statutory, legal or regulatory environment that impact the Company’s
g Veg g i P pany
ongoing operations and finandial reporting;
{ii} changes in levies imposed by the government;
{iin} changes in the marketing or actions of competitors; or
{iv) material or adverse change in the economic conditions prevailing in the jurisdictions in

whilch Energy One operates; and

{d} there are no significant changes in senior management of the Company.

6.4.3 Specific revenue assumptions

Total revenue in FY2007 is forecast to increase by 77% compared 1o FY2006 to $36.6 millon. The key
assurnptions underlying management's forecast growth in revenue are explained in further detad below:

{a) Running load
Revenue is a function of electricity usage per custormer during the year and the price charged for
this usage. Once a sale i5s made it can take [-4 months for normai industry transfer processes to
be completed with many customers then remaining with the Company for a number of years
{based on previous experience).
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(b)

(«

(d)

6.4.4

The “running load” is the energy billed in a month times a factor to estimate the annualised
corsumption of those customers. Hevenue s therefore calculated as

0 annuaised ranning load at the start of the period;

(i} plus new sales, (the billed ioad from these sales being dependant on the mondh in which
they are sold and the transfer time);

(1 less anticipated customer attrition (based on historical rates).

The business forecasts a sales volume of approxirmately 360,000 MWh for FY2007.

Much of the additional revenue in FY2007 is a result of the sales that have already occurred. For
exampie, a customer who was signed in june 2006 will have only contributed one month of sales
revenue to the Company’s overall FY2006 revenue. In the event that this customer remains with
the Company they can reasonably be expected to generate a full |2 months of revenue in the
subsequent Snancial vear

New South Wales customer acquisition

Customer acquisition rates in New South Wales are assumed to occur at the same level as they
have in the past t2 manths {approximately 200 customers per month) with no additional cost
relating to sales resources. The average volume of electricity consumed by these new customers is
expected to be at similar levels as existing customers,

Queensland customer acquisition

Customer acquisitions in Queensland are expected 1o accelerate with a restructuring of the

sales aperation in Queensland. The restructuring includes, among other things, the appointment of
Travis Waycott as MNational Sales Manager and the employment of additional sales personnel in late
2006. Sales are forecast to increase by $2 million in FY2007, representing an increase of 20% over
FY2006. Sales for the remainder of FY2007 will focus on sales of electricity to embedded net
works, No additional sales due to further deregulation in Queensland have been assumed for
Y2007 giver further deregulation will not occur ungil FY2008.

Victoria customer acquisition
Given the Company's recent entry into the Victorian market, and the Company's lack of
experience in that market, sales in FY2007 have been conservatively estimated at $1 million,

significantly less sales per applied sales resource than the Company experiences in New South
Wales,

Specific expense assumptions

Wholesale electricity purchases

it has been assumed the weighted average wholesale purchase price of electricity for the
Company during FY2007 will be $41 48 per MWh. The corresponding price of electricty for
Y2006 was $40.78 per MWHh. This price is inclusive of the costs associated with the purchase of
hedging instrumernts or premiums associated with hedging insurance. The actual weighted average
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(b)

(©

(d)

(f

{2)

purchase price is dependant on a number of external factors and may be more or less. External
factors may affect the purchase price of electricity including, customer dermand, the performance
and outcomes of various hedging instruments and the reliability of both transmission networls and
generators,

Staff

Growth in the Queensland market will be underpinned by bringing on a new National Sales
Manager and additional sales personnel in late 2006, The costs assodated with these changes have
been included in the Forecasts.

Depreciation and amortisation

The depreciation expense in FY2007 reflects the capital expenditure in FY2007 and prior years,
Depreciation reflects current rates of system development and the continued capstalisation of
software developrment. Software is depreciated over 5 years,

Amortisation of sales commissions reflects the growth in customer numbers and customer load
and have been included in the Forecast. Commissions can be a fixed dollar amount per customer
acquired or a variable cost that relates o the volume of electricity consumed depending on the
sales channel. Sales costs are depreciated over the ife of the contract, and any remaining cost is
expensed if the customer leaves or closes its account before the end of the cortract.

Capital expenditure

The major capital expenditure item for FY2007 is $256,000 relating to software development
costs. The majority of this expense comprises wages for software developers, which are
capitalised on a project by project basis.

The Company continues to pursue the outsourcing of various software development activities in
an attempt to keep costs down. The developments for FY2007 relate to increasing efficiencies
throughout the business via the automation of a number of tasks,

No additional computer hardware is included in the FY2007 Forecast.

Interest

it has been assumed that, on refinancing of the Investec Facility, $3.7 million will be cash
collateralised in a term deposit to provide bank guarantees to NEMMCO. It is assumed that the
interest earned on the term deposit will be 5.75% per annum. The fee for the provision of the
bank guarantees for supporting wholesale electricity purchases has assurmed to be at a rate of
|.5%.

Derivative financial instruments
The forecast for FY2007 excludes potential unrealised gaing and losses on revaluation of derivative
firancial instruments at the end of FY2007.

Tax
Due to carried forward tax losses from orevious years it has been assumed no tax will be payable
in FY2007.
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6.4.5 Sensitivity analysis

The Forecast has been prepared on certain economic and business assumpiions about future events. A
surnmary of the Directors' best estimate assurmptions underlying the Forecast is set out in Sections 64.2,
64.3 and 644 above.

The tables below illustrate the sensitivity of the Forecast to material changes in key assumptions, in
particutar the forecast revenue, EBITDA and MNPAT for FY2007. The sensitivity analysis on the key variables
5 not intended to be exhaustive but is performed to ilfustrate the sensitivity of the Forecast to changes in
the key variables.

Potential investors should note that the sensitivity analysis below is not meant to be treated as the Forecast
and s provided with the intention of iflustrating to potential investors the impact of changes to key
variables of the Forecast.

The following sensitivity analysis has been prepared by amending the Directors’ assumptions to illustrate
the effect of.

{(a) a 10% increase/decrease in the assumed customer numbers; and

(b} a 10% increase/decrease in the assumed electricity purchase price.

Sensitivity analysis — customer numbers

Cust:orner : _' -I 0% :Directors’ Forecast year . _' +I 0%
_____ mumbers | | “ending30jume2007 |
Total revenue $35.88 million $36.57 million $37.34 million
Gross profit $5.25 million $5.36 million $5.48 miillion
EBITDA $1.95 million $2.05 million $2.16 million
Net profit $1.78 million $1.88 million $1.99 million

Sensitivity analysis — electricity purchase price

BElectricity - % :Directors’ Forecastyear. | .~ +10%
purchaseprice | Cending30june 2007 |
Total revenue $36.57 million $36.57 million $36.57 million
Gross profit $6.47 million $5.36 million $4.14 million
EBITDA $3.16 million $2.05 million $0.83 million
Net profit $2.99 million $1.88 million $0.66 million

The two main drivers of the Company’s orofitability are the underlying purchase price of electricity and
custormer numbers. The purchase price of electricity has a much larger impact on profitability than a
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corresponding increase or decrease in customer numbers. The sensitivity analysis in the tables above
dlustrates this poirt. A 10% fll in the purchase price of electricity more than compensates for a [0%
decline in customer numbers., Conversely a 10% increase in the purchase price of electricity has a greater
impact on profitability than a 10% increase in custormer numbers. In refative terms, the purchase price of
electricity has an impact 10 times greater than a corresponding change in customer numbers,

Generally, Energy One's customers may not terminate their contracts without a period of notice, however
Energy Orne relies on the quality of its customer relationships and its ability to remain competitive in the

market in order 1o maintain customer numbers.

6.5 Proforma consolidated balance sheet -

6.5.1 Historical and proforma balance sheet

Set out below is the audited balance sheet of the Company as at 30 june 2006 together with the proforma
uraudited balance sheet of the Company as at 30 june 2006 after incorporating the proforma adjustments.
The historical and proforma balance sheets have been prepared in accordance with the accounting policies

set out in Section 6.8,

Audited at
30 June 2006
$000
Current assets
Cash and cash equivaients 53
Trade and other receivables 4006
Criher assets 529
Criher fimancial assets 363
Total current assets 4951
Non-current assets
Plart and equipmeri 208
Deterred tax asset 24|
Irtangible assets 562
Total non-current assets 4611
Total assets 5962
Current liabilities
Trade payable and other 4718
Short term borrowings 23
Total current liabilites 4747
Total liabilities 4747
Net assets 1221
Equity
lssued capial |.6524
Reserves 8
Retained profit A0
Total equity 1221

Proforma
adjustments

$000

£,700

6,700

6,700

6,700

£,700

6,700

Notes

1234

1234

Proforma at
30 Jure 2006
$000
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Notes:

b D

fssue of 10,000,000 shores gt 31 each, resufting in o increase in cash and jssued capital of $1 0,000,000,

Costs of capital roising of 31 milfion paid and offset agoinst issued capital

Cost of option buyback from Investec for 2.3 million to be debited against ssued capital,

ft is proposed that $3.7 million of the 36.7 million will be placed on term deposit as collmeral for bank guaraniees,

6.5.2 Proforma adjustments

The proforma balance sheet has been prepared based on the assumption that the following proposed
proforma transactions had occurred as at 30 fune 2006

(@)

(b)
{©

the issue of 10000,000 shares at $1.00 each issued under this Prospectus totalling $10,000,000
{the impact of the Share issue pursuant to the Offer is to increase issued share capital and ncrease
cash at banlk);

payment of $2.3 million to Investec {see Sections 1.6 and 9.4.4(b)); and

deducting costs of issue of Shares of $1 millior.

Cash flow

The Company’s cash flow is affected by industry regulations, industry practice and the Company’s
processes to maximize cash flow,
The new customer cash fows are as follows:

(@)

(b)
(©

Sales commissions are paid out to external or internal agents. These payments are typically
[0-25% of one month's billings. These payments are amortised over the life of the contract.

The Company utifises in-house resources fo operate the customer transfer processes,

Once the custormer transfers, they start using electricity. This is paid out of the hedged portiolio,
and is generally paid weekly, 4 weeks in arrears, according to the NEMMCO tmetable. Some

of the comtracts will have different settlement arrangements. Approximately 35-45% of the
custorrer’s monthly bill is energy cost.

Once the customer transfers, the Company (and the custormer) are liable for the transmission and
distribution charges, representing approximately 35-45% of the billings. The invoices are sent from
the distributar for the customers region either monthly or quarterly and are payable 10 days
subsequently. These invoices also carry minor amounts for meter reading.

industry regulations require the retailer to pay, immediately upon the customer transferring, credit
support as insolvency insurance for the regulated distributor This amount could be as high as 3
months estimated network bills {120% of one month's billings). These regulations have been
strongly resisted by new entrant retailers, and a number of alternative and insurance arrangements
are now available.
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H Custormners are billed at the end of the month {cornmerciall or the quarter {residential) and are
payable in 10 days.

Generally, a new customer is cash positive within 4-6 months of commencing billing.

The Company also budgets for sufficient working capital to fund the shart-term timing differences in cash
flows associated with various hedging instrurments. For example, if a significant event occurs in the spot
market for wholesale electricity Energy One may have to bear the high spot market costs for three months
or more, until a payout s recesved on a particular hedge contract. Typieally those hedge contracts with
longer periods until settlemernt occurs have lower premiums,

The Company manages its hedging strategy to balance the cash flow effects of different contracts, as well
as their risk premiums and the underlying forecast cost of energy.

The effect of seasonality is explained in more detail in Section 7.6, The higher prices of wholesale
electricity during summer, in particulan; can often result in negative cash flows during this period.

67 Dividend policy

Energy One does not intend paying a dividend during the financial year ending 30 june 2007 but will
nstead reinvest any free cash flow into expanding the business. The Directors intend to review this policy
at the end of the 2007 financial year

o 6.8 Significant accounting policies

The following is a summary of the material accounting policies adopted by the Company in the prepa-
ration of the firancial information. The accouriting policies have been consistently applied, unfess otherwise
stated.

(a) Basis of preparation
The 30 june 2006 financial statements were the first il vear financial staternents to be prepared
in accordance with AIFRS. AASB | First time Adoption of Australian Equivalents fo international
Friancial Reporting Standards has been applied in preparing these financial statemerts.

(b Historical cost convention
The financial statements have been prepared on an accruals basis under the historical cost
converition, as modified by the revaluation to fair value of certain financial assets and liabilities
{including derivative instrumests).

{e) Revenue recognition
Revenue is recognised on an accruals basis to the extent that it is probable that the economic
benefits will flow to the company and the revenue can be reliably measured. Revenue is
measured at the fair value of the consideration received or receivable. Amourts disclosed as

50 Energy One Prospectus



(d)

()

{2)

(h)

revenue are net of allowances, duties and taxes paid.

Revenue is recognised on delivery of the goods and services to the customer: Al revenue is stated
net of the amount of goods and services tax {(GST).

Customer acquisition costs

Direct costs incurred in acquiring new customers are capitalised and amortised over the expected
period that the economic benefits wili fow to the Company. Remaining amounts are written off #
the customer leaves before the end of the contract.

Income tax

The income tax expense or revenue for the period is the tax payable on the current period's
taxable income based on the national income tax rate adjusted by changes in deferred fax assets
and liabilities attributable to temporary differences between the tax bases of assets and liabilities
and their carrying armounts in the financial statements, and to unused tax losses,

Deferred tax assets and liabilities are recognised for temporary differences at the tax rates
expected to apply when the assets are recovered or lizbilities are settled, based on those tax rates
which are enacted or substantially enacted. Deferred tax assets are recognised for deductible
termporary differences and unused tax losses only if it is probable that future taxable amounts will
be available 1o utilise those temporary differences and losses,

Impairment of assets

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for
impairment. Assets that are subiect to depreciation or amortisation are reviewed for impairmert
whenever events or changes in circumstances indicate that the carrying amount may not be re
coverable. An impairment loss is recognised for the amount by which the asset’s carrying amount
exceeds it recoverable amount. The recoverable amourt is the higher of an asset's far value less
costs to sell and value in use.

Property, plant and equipment

Property, plant and equipment are carried at historical cost less depreciation or amortisation.
Historical cost includes expenditure that s directly attributable to the acquisition of the items,
Depreciation of plant and equipment is calculated using the straight line method to allocate their
cost, net of their residual values, over their estimated useful lives, at depreciation rates between
25% and 40% per annum.

Intangible assets

Goodwill represents the excess of the cost of the acquisition of the net assets of an acquired
company over the fair value of the Company's share of its net identifiable assets at the date of
acquisition. Goodwill is not amortised.

Costs incurred in the developmerit of software are capitalised only when technical feasibility
studies identify that the project will deliver future economic benefits and these benefits can be
reliably measured. Developmernt costs have a finite estimated life of five years and are amortised
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(k)

or a systermatic basis matched to the future economic benefits over the useful life of the oroject.

Trade and other payables
Trade and other payables represent liabilities for goods and services provided to the Company
prior to the end of financial yvear which had not been settled at balance date.

Derivative financial instruments — futures and options

Derivatives are initially recognised at fair value on the date the derivative contract is entered into
and are subsequently remeasured to their fair value at each reporting date. The method of
recognising the resufting gain or loss depends on whether the derivative is designated as a hedging
instrurment, and if so, the nature of the #em being hedged. The Cornpany designates its futures
contracts and electricity purchase option contracts as hedges of highly orobable forecast
transactions {vash fow hedges).

The effective portion of changes in the fair value of derivatives that are designated and qualify as
cash flow hedges is recognised in equity in the hedging reserve. The gain or loss relating to the
ineffective portion is recognised immediately in the income statement. Amounts accurulated in
equity are recognised in the income statement in the periods when the hedged tem will affect
profit or loss.

When a hedging instrument expires or is sold or terminated, or when a hedge no longer meets
the criteria for hedge accounting, any cumulative gain or loss existing in equity at that time remains
in equity and is recognised when the forecast transaction is wtimately recognised in the income
staternent. When a forecast transaction is no longer expected to occur, the cumulative gain or loss
that was reported in equity is immediately transferred to the income statemert.

Employee benefits
The Company provides share-based comgpensation benefits 1o certan employees, whereby
employees render services in exchange for options or shares.

The fair value of options granted after 7 November 2002 and vesting after | January 2005 is
recognised as an employee benefit expense with a corresponding increase in equity {share-based
paymernts reserve). 1he fair value is measured at grant date and recognised over the period during
which the emplovees become unconditionally entitled to the options,

Issued capital
Ordinary shares are dassified as equity. Incremental costs directly attributable 1o the issue of new
shares or options are shown in equity as a deduction from the proceeds.
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Business and investment risks

There are a number of factors that could impact upon the future operation and financial performance of
the Company and the achievermernt of objectives stated in this Prospectus,

These risks should be carefully considered by investors before subscribing for Shares offered under this
Prospectus. The various risks could adversely affect the value of the Company’s assets and Shares. Before
miaking any decision to subscribe for Shares, potential investors should read through all sections of this
Prospectus thoroughly in order to fully appreciate the risks associated in investing in the Company and

the manner and climate in which the Company intends to operate. Whilst some of these risks can be
mitigated by prudent planning and business management some risks are outside the control of Energy Cne
and cannot be mitigated.

MNeither the Company nor its Directors or professional advisers can give any form of future guarantee
regarding dividends, returns on capital or possible ASX trading price.

Energy One utilises various futures and derivative products to hedge the financial risks of buying electricity
directly from the wholesale spot market in accordance with the Company's hedging policy. The policy aims
to minimise energy price risk. No guarantee can be given on the level of protection such products and
palicy provide. While the Company has a hedging policy in place to minimise the financial impacts of any
unhedged exposure, the costs associated with any unhedged exposure may result in the Company’s profit-
ability being adversely affected by fluctuations in the spot market prices of electricity.

In order to manage its exposure to market risk, the Company currently utilizes hedging instruments
including base load futures, peak foad futures, $300 base load caps, Asian call options and whole of metered
ioad swap contracts. Please see Section 4.2 for a more detailed description of these hedging instrurments.

Whilst these products are bought directly from electricity generators, through the Sydney Futures
Exchange or from local or international banks that offer such producis, failure of one of these courter-
parties could expose Energy One to a degree of counterparty risk.

Arny material damage or disruption to Energy One's [T and telecommunication systems may impair

the Company's ability to provide s services and result in a significart disruntion to the business and

its customers. The disruption could arise as a result of events {including those beyond the Company's
cordrod), such as power loss or telecommunications network failure, improper or negligent operation of
the Company's systems by employees, consultants or service providers, unauthorised physical or electronic
access, general network filure or natural disasters.

in addition, the Company may be adversely affected by attacks and other forms of oyber crime, such as
attempts by computer hackers to gain access to the Company's systermns and databases that may cause its
sites to fail and disrupt customers’ dealings with the Company. While the Company employs prevention
measures and disaster recovery protocols, no assurance can be given that the Company’s servers and
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production environment will not be adversely affected by viruses or hackers,

Any material damage to the Comgany’s T and telecornmunications system may materially and adversely
affect the Company's operations and financal performance.

e 73 Licens; Qg ssune

There can be no assurance that the Company wilt be able to continue to hold the applicable licences
or that such licences or approval will not be cancelied or varied so as to impose onercus conditions in
respect of their continuation or renewal.

Similarly there can be no assurance that the Company will be able to obtain any new licence or approvals
in those jurisdictions or elsewhere which may be necessary or desirable for the continuation or expansion
of the Comgany’s retailing operations.

The loss or variation of an existing licence or any delays in obtaining additional icences may have a material
adverse effect on the Company's operating result.

Lo 74 Reliance on key individuals

The future success of the Company is dependent on the Directors and senior management of Energy
One and their core competencies and famibiarisation with the industry in which it operates. The loss
of key personnel could have an adverse impact on the business. To manage this risk, the Company has
entered into arrangements with key senior management and has adopted an Employee Share Plan and
an Executive Option Plan to assist with incentivising and retaining its employees. No Shares or options
pursuant to these plans have been issued or granted as at the date of this Prospectus.

e 7.5 Rel; aﬁce on distributors =

Under the framework of the National Electricity Market, Energy One is required to deliver electricity to
its customers via existing regulated network providers, These networl providers may be owned by either
government agencies or by private enterprise but in both instances are regulated by state governments.
Changes in government policy relating to network distribution agreements could potentially pose a risk to
Energy One's business model. However, any such changes would also irmpact equally on the Comgpany’s
competitors, which may provide some mitigation with respect to the potential outcome.

e 7.6~ Seasonal It}/

Electricity retailing is a seasonal business and is aflected by prevailing weather conditions in several

ways. The wholesale electricity spot market price is driven largely by half howrly supply and demand for
electricity and urexpected periods of high spot prices or long periods of low spot orices has an effect on
the pricing of hedging contracts.
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During surnmer, electricity prices are generally higher than during winter due to higher sustained demand.
Summer demand is drivens mainly by air conditioning systems, which are very energy intensive to operate.
During periods of very high temperatures (those above approximately 37 degrees celsius) air conditioning
systerns are working at fugh capadcity creating high demand. I there is limited supply from generators prices
can increase dramatically. High temperatures also reduce the efficency of inter-connectors (high voltage
transmission lines that fransport electricity interstate). If there s insufficient supply in one state and surplus
supply in another, electricity can be imported into a state experiencing high demand. During times of high
ternperatures the amount of electricity that can be transferred through inter-connectors is reduced, leading
to potentially volatile prices.

During winter, cool temperatures can drive the use of electrical heaters, ovens and cook tops which all
create additional demand. The seasonality of wholesale electricity orices can be seen in the table below
whilch illustrates the prices of electricity futures (at the time of writing).

“an, Feb, Mary | (Apn May juny | T (ul Aug, Sep)y ] (O Noy, Decy
NSW peak price $98.00 $44.50 $52.95 $61.25

Supply can also be affected by generators shutting down at various times of the year for maintenance.
These changes in prices may affect not only the cash flows of the business but also the orofitability, and
managing these risks is a key objective of the hedging policy,

White seasonality affects wholesale prices i also affects consumer dermand. During a cool surmmer
customners will generally use less electricity the same is also true of a mild wirter, which wilf affect volumes
sold and therefore revenues.

7.7 Regulatory changes -

Given that the National Electricity Market in Australia is still governed by government regulation, the
Company is potentially exposed to changes in government polices and regulatory requirernents {such as
energy use and building specifications). However it is fair to anticipate that any such changes would also
impact equally on the Company’s competitors, which may provide some mitigation with respect to the
potential cutcome.

7.8 Competition

Energy One will continue to face competition from other retailers within the deregulated framework
of the National Electricity Market. Many of these competitors are well established and well resourced.
Significant movernents in customer numbers or changes in retal marging due o price competition may
adversely impact Erergy One'’s profitability.
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Investors should recognise that Share prices rmay fall as well as rise. The state of local and international
stock markets as well as movements in interest rates, economic conditions and investor sentiment will al
affect the price of Shares.

Shares offered under this Prospectus offer no guarantee with respect to profitability or dividends or

potential trading orice on the ASX. The amourt received on an investor’s sale of Shares may be higher or
lower than the originally invested amounit.
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Investigating Accountants Reports

e 8.1 Report on historical financial information

WHEK Grecnwoods

20 November 2006

The Directors

Energy Ons Pty Ltd
Level 2, 122 Plit Strest
SYDNEY NSW 2000

Dear Sirs
INVESTIGATING ACCOUNTANT'E REPORT ON HISTORICAL FINANCIAL INFORMATION
1. Introduction

The directors of Energy One Pty Limited (“the Company™) have requested WHK Greenwoods
to report on the Company’s historical income statements for the years ended 30 June 2004,
2005 and 2006 and the historical balance sheet as at 30 June 2006. This report has bean
prepared for inclusion in a prospectus (‘the Prospectus™) to be dated on or about 20
November 2006 relating to the offer by the Company of 10,000,000 fully paid ordinary shares
{"Shares”) at $1 per share to raize an amount of $10.0 million (“the Capital Raising").

The Company will apply to the Australian Stock Exchange Limited ("ASX" for official
quotation of the Shares offered under the Capital Raising within seven days after the date of
the Prospectus. Expressionz defined in the Progpectus have the same meaning in this

report.
2. Disclosurs of Interast

WHK Greenwoods does not have any pecunlary Interest that could reasonably be regarded
as being capable of affecting its ability to give an unbiased opinion in this matter. WHK
Greenwoods Is the appointed Indepandent audltor of the Company and has conducted the
audits for the years ended 30 June 2004, 2005 and 2006. WHK Greenwoods Is related to
WHK Corporate Advisory Limited, which has also provided a report for Inclusion In the
Prospactus {in respect of proforma and forecast financial information) and has received foes
for Its report.

Consent for the Inclusion of this Investigating Accountant's Report In the Prospectus In the
form and context In which It appears has bean glven. At the date of this report, this consent
has not been withdrawn.

3 Background Information

The Company has operated an eleciricity retalling business In Eastern Australla since 1996.
The purpose of the Capltal Ralsing will be to fund the Company's future planned growth
including funding increased working capital requirements and the refinancing of certain
financing and guarantee facilities.

Toied Finacial Soletéons ... WHK Greenwoods ABN U7 895 684 573
Tasvel 15 309 Kent Stroet Sydner NS 24000
Trlephane 2 9262 2153 Pacaimite (1 9262 2790
Q Brnaii mail@whbkgreenwoods.com.au
Bt Liadaiiity fienstead oy Sefenns cgivased ot P fEesd R LN B gpleting ‘-‘-'\'\'\"-Wilk_.‘é.'l“k‘”“‘ﬂ’ﬂ’ﬂs&ﬂl"”-illl
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4. Scope

WHK Greenwoods has conducted an Independent review of the historical balance sheet as
at 30 June 2006 and the historical Income statements for years snded 30 June 2004, 2005
and 2006 {"the Historical Financial Information”) as sat out In Sactlon 6.2 of the Prospectus.

The Directors of the Company have prepared and are responsible for the Historical Financlal
Information.

WHK Greenwoods ls the auditor of the Company. The Historical Financlal Information has
been extracted from the Company's financlal statements which have been audited by us.
Our audit reports in respect of the vears ended 30 June 2004, 2005 and 2006 were
unqualified.

We have reviewed the Historical Financlal Information In order to state whether, on the basls
of the procedures described, anything has come to our attention that would indicate that the
Historical Financlal Information Is not presented fairly In accordance with the measurameant
requirements, but not all of the disclosure requirements, of Australlan Accounting Standards
and other mandatory professional reporting requirements in Australia and the accounting
policies zet out in Saction 5.8 of the Prospectus.

5. Reviaw Opinlon

Based on our review, which was not audit, we have not become aware of any matter that
causes us to belisve that the Historical Financial Information, as set out in Section 6.2 of the
Prospectus, doas not present fairly, in accordance with the measurement requirements, but
not all of the disclosure requirements, of Australian Accounting Standards and cother
mandatory professional reporting requirements in Australia, the financial position of the
Company as at 30 June 2006 and its results for the years ended 30 June 2004, 2005 and
20086.

6. Subsequent Events

To the best of our knowledge and belief and based on the work wa have performed, as
described in the scope paragraph above, there have been no material transactions or events
subsequent to 30 June 2006, other than thoss disclosed In the Prospectus, which would
roquire comment on, or adjustment to, the financial information referred to therein or that
would cause such information included therein to be misleading.

Yours falthfully
WHK GREENWOODS

DAVID SINCLAIR

Principal
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8.2 Report on proforma and forecast financial information -

8.2.1 WHK Corporate Advisory Financial Services Guide

(@)

(b)

(«

(d)

Introduction

The Corporations Act requires WHK Corporate Advisory Lirmited ACN 001 508 363 (WK
Corporate Advisory) to provide this Financial Services Guide (FSG) in connection with its
presaration and provision of an investigating accountant’s report which is included in a prospectus
relating to the offer of secursties.

The matters covered by the FSG include:

{n who we are and how we can be contacted;

{in what services and types of products we are authorised to provide;
{ii7y how we are remunerated,

{iv) independence; and

(v} complairts handling.,

WHK Corporate Advisory
WHK Corparate Advisory carries on business at Level 15,309 Kent Street, Sydney NSW 2000,
WHK Corporate Advisory holds an Australian Financial Services Licence {Mo. 239170},

Services
We are authorised to:
{n provide financial product advice for securities; and
{iiy deal in a financial product by applying for, acquiring, varying or disposing of a

finarcial product on behalf of another person in respect of securities 1o wholesale
and retail clients,

WHEK Corporate Advisory does not provide any personal retail financial sroduct advice 1o retall
irwvestors nor does it provide market-related advice to retall investors,

For the specific purposes of preparing and providing the Investigating Accountart's Report in
Section 8.22.2, WHK Corporate Advisory Limited has not and does not accept instructions from
retail clients, and has not and will not receive any remuneration from retail clients.

Remuneration

When providing the Investigating Accourtant's Report in Section 8.2.2, WK Corporate Advisory's
client is the entity to which it provides the report {ie, Energy One Pty Ltd). WHK Corporate
Advisory Limited receives #s remuneration from Energy One. In respect of the Investigating
Accountant's Report in Section 822, WHEK Corporate Advisory will receive a fixed fee plus
reimbursement of out-of-pocket experises,

No refated body corporate of WHK Corporate Advisory, or any of the officers or employess of
WHK Corparate Advisory or any associate receives any remuneration or other benefit
attributable to the preparation and provision of the report.

investigating Accountants’ Reports
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Independence

WHK Corporate Advisory Limited is required to be independent of Energy One in order 1o
provide an investigating accountant’s report. The guidelines for independence in the preparation of
reports are set out in Practice Note 47 issued by the Australian Securities Commission {the
predecessor to the Australian Securities and Investments Comeission) on 8 Decernber | 993,
WHK Corporate Advisory Limited is independent of Energy One Py Ltd.

WHK Greenwoods {a professional partnership related to WHK Corporate Advisory) acts as
auditor of Energy One and receives audit fees in connection with that role. WHK Greenwoods
has also acted as an investigating accourtant on historical financial information. Its report is
included in this Prospectus and it has received fees in connection with that role.

Complaints handling
WHK Corporate Advisory has internal complaints-handling mechanisms and is a member of the
Friancial Industry Complaints Services’ Complaints Handling Tribunal (Mo, F3823

WHIK Corporate Advisory is only responsible for its Investigating Accountant’s Report in Section
8.2.2 and this FSG. Complaints or questions about this Prospectus should not be directed to
WHK Corparate Advisory which is not responsible for that document. WHK Corporate Advisory
will not respond in any way that might involve any provision of financial product advice to any
retall investon
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8.2.2 Report on proforma and forecast financial information

WHK Corporate Advisory Limited

20 Novemnber 2006

The Directors

Energy One Pty Lid
Level 2, 122 Pitt Street
SYDNEY NSW 2000

Dear Sirs

INVESTIGATING ACCOUNTANT'S REPORT ON PROFORMA FINANCIAL
INFORMATION AND FORECAST FINANCIAL INFORMATION

1. Introduction

The directors of Energy One Pty Limited ("the Gompany”) have requested WHK Corporate
Advisory Limited to report on the Company's forecast Income statement for the year ending
30 June 2007 and the proforma balance sheet as at 30 June 2006. This report has been
prepared for inclusion in & prospactus (Tthe Prospectus’) to be dated on or about 20
November 2006 relating to the offer by the Company of 10,000,000 fully pald ordinary shares
("Shares") at $1 per shara to ralse an amount of $10.0 millllon ("the Capltal Ralsing®).

The Company will apply to the Ausiralian Stock Exchange Limited ("ASX") for official
quotation of the Shares offered under the Capital Raising within seven days after the date of
the Prospectus. Expressions defined in the Prospectus have the same meaning in this
report.

2. Disclosure of Interast

WHK Corporate Advisory Limited does not have any pecuniary interest that could reasonably
be regarded as being capable of affecting its ability to give an unbiazed opinion in this
matter. WHK Corporate Advisory Limited is related to WHK Greenwoods which is the
appointed independent auditor of the Company and receives fees for audit services and in
connection with its report included in the Proepectus in relation to historical financial
Information.

Consent for the inclusion of this Investigating Accountant's Report in the Prospectus in the
form and context In which It appears has been given. At the date of this report, this consent
has not been withdrawn,

a Background Information

The Company has operated an electricity retalling business In Eastern Australla since 1896.
The purpose of the Capital Ralsing will be to fund the Company's future planned growth
Including funding Increased working capltal requirements and the refinancing of certaln
financing and guarantee faclliies.

AWK Group Hivm

Anstraltan Fistancial Servives Licance No. 2390
Bevel 15 309 Kenl Slreel Sydney NSW 2000
Tedeplone 02 9362 1153 Facshmile 02 9262 21
ALIN G5 00F 508 3603
wnrwswhlonreenwoods,com e
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4, Scope
4.1 Proforma Financial Information

WHK Corporate Advisory Limlted has conducted an Independent review of the proforma
halance sheet as at 30 June 2006, (“the Proforma Financlal Informatlon™ as set out In
Section 6.5 of the Prospectus.

The Directors of the Company have prepared and are responsible for the Proforma Financlal
Information. The purpose of the Proforma Financlal Information Is to show the financlal
effects on the Company as If the following transactions had taken place as at 30 June 2006:

« The Issue of 10,000,000 shares at $1 per share to ralss $10.0 million pursuant fo the
Prospectus.

+ The payment of $2.3 milllon as conslderation for the partlal buyback of the option held
by Investec.

+ The payment and recognition directly in equity of costs incurred by the Company in
relation to the Capltal Ralsing, estimated to be $1.0 million.

The historical balance sheet upon which the Proforma Financial Information is based has
been exiracted from the Company's financial statements for the year ended 30 June 2006
which have been audited by WHK Greenwoods. The independent audit report in regpect of
the year ended 30 June 2006 was unqualified.

We have reviewed the Proforma Financial Information as at 30 June 2006 in order to state
whether, on the basis of the procedures described, anything has come to our attention that
would indicate that the Proforma Financial Information is not presented fairly in accordance
with the measurement requirements, but not all of the disclosure requirements, of Australian
Accounting Standards and other mandatory professional reporting requirements in Australia,
as if the fransactions as set out in Section 6.5.2 of the Progpectus had taken place as at 30
June 2006.

4.2 Directors’ Foracast

We have conducted an independent review of the forecast income statement of the
Company for the year ending 30 June 2007 ("Directors’ Forecast") in order to determine
whether anything has come to our attention that would Indicate that:

* The assumptions, as set out in the Prospectus, do not provide a reasonable basis for
the preparation of the Directors' Forecast.

* In all materlal respects, the Directors” Forecast Is properly prepared on the basls of
those assumptions.

+ The Directors’ Forecast Is presented faldy In accordance with the recognition and
measurement, but not the disclosure requirements, of Australlan Accounting
Standards and other mandatory professional reporting requirements In Australla and
the accounting policles adopted by the Company and set out In Section 6.8 of the
Prospectus, so as to present a view of the Company which Is consistent with our
understanding of its proposed operations.
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4.3 Scope of Pracsdurss

Our review has been conducted in accordance with Australian Auditing Standard AUS 902
“‘Review of Financial Reports” and was limited to inquiries and discussions with the Directors
and personnsl of the Company, reading relevant contracts, analytical revlew procedurss
applled to the financlal data, the performance of limited verificaion procedures and
comparison for consistency In application of Australlan Accounting Standards and accounting
policles. Our review also determined whether the proforma transactions formed a
reasonable basis for the preparation of the Proforma Financlal Information as set out In
Section 6.5 of the Prospectus.

These procedures do not provide all of the evidence that would be required In an audit, thus
the lavel of assurance provided Is less than that given In an audit. We have not performed
an audit of the Proforma Financlal Information or the Directors’ Forocast, as set out In
Section 8.5 and Section 6.2 respectively of the Prospectus and, accordingly, we do no
express an audit opinicn on the Proforma Financial Information or the Directors” Forecast.

Forecast Information relates to events and actions that have not yet occurred and may not
ocour. While evidence may be available to support the sssumptions on which forecast
Information Is based, such evidence Is generally future orlented and such evidence cannot be
regarded as certain.

Pursuant to our terms of engagement, this report does not address the fulure prospects of
the Company, nor doas it address the risks associated with an investment in the Company.

5. Revisw Opinlon
51 Proforma Financlal Infformation

Based on our review, which was not an audit, we have not become aware of any matter that
causes us to believe that the Proforma Financial Information, as set out in Section 8.5 of the
Proapectus, doas not present failly, in accordance with the measurement requirements, but
not all of the disclosure requirements, of Australian Accounting Standards and other
mandatory professional reporting requirements in Ausiralia, the financial position of the
Company as at 30 June 2006, had the proposed transactlons, as set In Secton 6.5.2 of the
Prospectus, taken place as at 30 June 20086.

52 Directors’ Forecast

Based on our review, which was not an audit, we have not become aware of any matter that
causes us to boliove that:

= the Directors’ assumptions as set out in Section 6.4 of the Prospactus, when taken as a
whole, do not provide a reasonable basls for the preparation of the Directors’ Forecast.

= the Directors' Forecast is not properly prepared on the basis of the Directors’
assumptlions as set out in Section 6.4 of the Prospectus; and

« the Directors' Forecast Is not presented faliy In accordance with the recognidon and
measurement, but not the disclosure requirements, of Australian Accounting
Standards and other mandatory professional reporting requirements In Australla and
the accounting policles adopted by the Company so as to prasent a view of the
Company, which Is consistent with our undarstanding of its propesed operations.

investigating Accountants’ Reports
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The assumptions underlylng the Directors’ Forecast are subject to significant uncertalnties
and contingencies that are often outside the control of the Company. Actual results are likely
to be different from the Directors Forecast since anticipated events frequantly do not occur
as expected and the varlation may be material. Accordingly, we express no oplinion as to
whether the Directors’ Forecast will be achleved. Investors should have regard to the
Sensitivity Analysls and Risk Factors set out at Sectons 6.4.5 and 7 of the Prospectus,
respectively.

6. Responsibliity for this Report

The person responsible for preparing this report on behalf of WHK Corporate Advisory
Limited Is Davld Sinclalr B Ec CA, who has significant expersence In relevant matters. He Is
a Responsible Officer of WHK Corporate Advisory Limited pursuant to Its Australlan Financlal
Services Licence {Licence No. 239170) held under the Corporation Act 2001.

7. Subsequent Events

To the best of our knowledge and belief, and based on the work we have performed, as
described In the scope paragraph above, there have been no materlal transactions or events
subsequent to 30 June 2006, other than those disclosed In the Prospectus, which would
require comment on, or adjustment to, the financial information referred to therein or that
would cause such information included therein to be mislaading.

Yours faithfully
WHK CORPORATE ADVISORY LIMITED

Energy One Prospectus
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R 91 Cempaﬂy fﬂegl stration

The Company was incorporated in New South Wales on 28 November 1996 as Ferrier Hodgson
Electricity Pty Lid. On |5 June 2005, the Company changed its name 1o Energy One Pty Ltd. As at the
date of this Prospectus, Energy Cne is a proprietary commpany. However, with effect from 25 November
2006 (prior to the commencement of the Offer Period} the Company will be a public company known as
Energy One Limited.

o 99 f.j-;--Shégé‘;@Ejitg]

As at the date of this Prospectus, the number of fully paid Shares is 9,820,000, If alt Shares are taken up
under the Offer and 2,180,000 Shares are issued o investec (under the terms of the Option Buy-Back
Deed described in Section 9.44(b)), the number of fully paid Shares in the Company will be 22,000,000

Fully paid ordinary shares are the only issued class of shares in the Company. The rights attaching to the
Shares are set out in the Constitution and, in certan crcumstances, are regulated by the general law and
the Corporations Act and, following listing of the Company on ASX, will be regulated by the Listing Rules,
the ASTC Settlement Rules and the ACH Clearing Rules.,

The principal rights, liabilities and obligations of the Shareholders, together with other imoortant provisions
of the Constitution, are as follows:

{a) Voting
At a general meeting, every member present in person or by proxy, attorney or representative has
one vote on a show of hands and one vote on a poll for each fully paid share held. A Shareholder
5 not entitied to vote at a general meeting in respect of Shares which are the subject of a
current Restriction Agreement for so long as any breach of that agreement subsists. Voting at any
meeting of Shareholders is by a show of hands uniess a poll is demanded. A poll may be
demanded by at least 5 Shareholders entitied to vote on the resolution, Sharehoiders with at least
5% percent of the votes that may be cast on the resolution on the ooll, or the chairman. The
chairman has a casting vote on a shiow of hands or on a poll.

(b} Dividends
The Directors may from time to time determine to distribute the profits of the Company by way
of dividend, subject to the Corporations Act and rights attaching to shares with special dividend
rights. Mo Shares with special dividend rights are carrently on issue. The Directors may declare
and pay a dividend on the shares of one or more classes to the exclusion of others. If dividends
are declared on shares of more than one dass, the dividend declared on one class may be at a
higher or lower rate than other classes. However, any dividend declared on a particular class of
shares is divisible among the Shareholders in oroportion to the nurmber of shares held by them in
that ¢lass.
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(&)
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{2)

(h)

Issue of further shares

The Directors may (subject to the restrictions on the issue of shares imposed by the
Constitution, the Listing Rules and the Corporations Act) issue, grant options in respect of or
otherwise dispose of further shares on terms and conditions (including preferential, deferred

of special rights, privileges or conditions, or restrictions) as they see fit. The Company in general
meeting rmay, prior to the issue of any new shares, determine that all or any of them should be
offered in the first instance to all existing members or to any particular class of Shareholder in
proportion to the capital respectively held by them.

Variation of class rights

in accordance with the Corporations Act, the rights attached to a class of shares may be vaned or
cancelled with the consent in writing of the holders of at least 75% of the issued shares in the
particuiar class, or the sanction of a special resolution passed at a meeting of the holders of shares
inthat class. In either case, the holders of not less than ten per cent of the votes in the class of
shares whose rights have been varied or cancelled may apply to a court of competent jurisdiction
to exercise its discretion to set aside such variation or canceliation.

Transfer of Shares

Shareholders may transfer Shares by a written transfer instrument in the usual form or by a
method approved by Directors or; in the case of shares that are Approved Financial Products, by a
proper franster affected in accordance with the ASTC Settiernent Rules and ACH Clearing Rules.
Al transfers must (to the exdent applicable) comply with the Constitution, the Listing Rules, the
ASTC Settlernent Rules, the ACH Clearing Rules and the Corporations Act. The Directors may
refuse to register a transfer of Shares o in the case of shares that are Approved Financial
Products, may request the ASTC to apply a holding lock to prevent a transfer of shares where
permitted by the Listing Rules. The Directors must refuse to register a transfer of Shares or; in
the case of shares that are Approved Financial Products, recuest ASTC 1o apply a holding lock to
prevent a transfer of shares, where required by the Listing Rules or where the transfer is in breach
of the Listing Rules or a Restriction Agresment.

General meeting and notices

Each Shareholder is entitled to receive notice of, attend and vote at general meetings of the
Company and to receive all notices, accounts and other documents required to be sent to
Shareholders under the Constitution or the Corporations Act.

Winding up

Subject to any specal resolution or preferential rights attaching to any class or classes of shares,
members will be entitled on a winding up to a share in any surplus assets of the Company in
proportion to the shares held by them.

Proportional takeover provisions

The Constitution contains provisions for Shareholder approval in relation to any oroportional take
over scheme. The provision will lapse uniess renewed by a special resolution of Shareholders in
general meeting three vears from the later of the date of registration of the Company and the
date the provision was last renewed.
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Directors - appointment and removal

The minimum number of Directors is 3 and the maximum is fixed by the Directors but may not
be more than |1 unless the Shareholders pass a resolution varying that number. Directors are
elected at annual general meetings of the Company. Retirerment will occur on a rotational bass

so that one third of the Directors, including any director who has held office for 3 or more years
or 3 or more annual general meetings (excluding the Managing Director), will retire at each annual
general meeting of the Comgany. The directors may also appoint a Director to fill a casual vacancy
on the Board or in addition to the existing directors, who will then hold office until the nesxt
anrual general meeting of the Company,

Directors - voting

Questions arising at a meeting of Directors will be decided by a majority of votes of the

Directors present at the meeting and entitied to vote on the matter: In the case of a tied vote, the
chairman of the Board has a second or casting vote, unfess there are only two Directors present
or quakified to vote, in which case the proposed resolution is faken as having been lost.

Directors - remuneration

The Directors shall be paid by way of fees for services not more than the maximum aggregate
surns as may be determined by the Directors from time to time. The total amount of Directors'
fees must not exceed the maximum amourt which may be determined from time to time by
Shareholders in general meeting. There is no current maximum amount that has been determined
by Shareholders. A cap on Directors’ fees will be put to Shareholders at the 2007 annual general
meeting of the Company. For the financial yvear ending 30 June 2007, it is expected that
non-execuiive Directors' fees will be no more than $100,000 in total. The Constitution also makes
provision for the Company to pay all reasonable expenses of Directors in atteriding meetings and
carrying out their duties. In addition if a Director; at the request of the Board, performs additional
or special daties for the Company that Director can be remunerated as determined by the Board

Officers’ indemnity

The Company, to the extert permitted by law, indernnifies each officer of the Company against all
fiabilities {including costs and expenses) incurred by that person as an officer of the Company or a
related body corporate of the Company.

The Company, to the extent permitted by faw, may pay insurance premiums in respect of contracts
insuring a Director against a liability incurred by a Director in his or her capacity as a Director.

Amendment

The Constitution may be amended only by a special resolution passed by at least three quarters of
the votes cast by Shareholders entitied to vote on the resolution. At least 28 days writter notice
specifving the irtention to propose the resolution rmust be given.
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o 94 “Material contracts

The Directors consider that there are 2 number of contracts which are significant or material to the
Company or of such a nature that an investor may wish to have particulars of them when making an
assessrnent of whether to apply for Shares. The main provisions of each such contract are surmmarized
below. These summaries do not purport to be complete and are qualified in their entirety by reference to
the text of the contracts themselves.

9.4.1 Escrow arrangements

Each of the Key Sharehoiders {and their controlling entities) have executed Restriction Agreements which,
foliowing the PO, will restrict them from, amongst other things, disposing or agreeing to dispose of Shares
held by them. The escrow arrangements apply from 24 months from the date on which the Shares are
quoted on the ASX

A Key Shareholder is permitted to transfer its Shares subject to the escrow arrangements only 5t

{(a) the transter of Shares s pursuant to an acceptance of a takeover bid in respect of alt of the Shares
made under Chapter 6 of the Corporations Act; or

(b} the transfer or cancellation of shares is nart of a scherme of arrangement under Part 5.1 of the
Corporations Act.

Investec has agreed to enter into 2 Restriction Agresmert on the same terms, but for a period of 12
Morts,

9.4.2 Underwriting Agreement

The Offer is fully underwritten by the Underwriter pursuant to an agreement dated 20 November 2006
between the Company and the Underwriter. The key iterns of the Underwriting Agreement are as follows:

(a) Commission, fees and expenses
Under the agreement, subject to successiul completion of the Offer, the Company has agreed to
pay to the Underwriter an underwriting commission equal to 5.0% of the total amount raised
unider the Offen

in addition to the underwriting cornmission described above, the Company has agreed 1o pay the
Underwriter for reasonable costs and expenses incurred by the Underwriter in relation to the
Ofter: The Underwriter is responsible for paying the fees of any sub-underwriters or brokers
appoirted by the Underwriter,

(b} Conditions precedent
The agreement was subject 1o a number of conditions precedent, all of which have been satisfied.
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{e) Termination events
The Underwriter may terminate its obligations under the agreement immediately by written notice
to the Company in the following circumstances provided that in the reasonable opinion of the
Underwriter, one of the following events has or would have a matersal adverse affect on the Offer
or could create a criminal liability or a material civil liability for the Underwriter, its officers or
employees under the Corporations Act:

()

(it

(i)

{iv)

V)

(1)

(vii)

(vii)

()

()

withiny the specified time frame, ASX refuses or fails to grant unconditional approval, or
approval subject only to conditions within the contro! of the Company or the Underwriter,
for Official Quotation of the Shares in the Offer:

the Company or any of its related bodies corporate becormes insalvent or becomes
externally administered {or steps are taken towards making it externally administered);

ASIC issues a stop order under section 73% of the Corporations Act or applies for an
order under section {3248 of the Corporations Act (to disclose information or publish
advertisemerits) and the application is not disrnissed or withdrawn prior to the Closing
Date;

at teast one of the S&PIASK Al Ordinaries Price Index or the S&PIASX Srmall Ordinaries
Accamulaton Index closes on any three consecutive business days at a level that is 10% or
more below the level of that index at the close of business on the last business day before
the date of the agreement;

the Cormpany is in default of any of #s obligations under the agreement or is in breach of
a warranty and the default or breach is either incapable of remedy or is not remedied
within 5 business days after it occurs;

a Director; chief executive officer; chief financial officer or chief operating officer of the
Company or any of its related bodies corporate is charged with an indictable offerice
relating to a financial or corporate matter;

the Company or any of its refated bodies corporate passes or takes steps to pass a
resoiution to give finandal assistance in connecton with the acquisition of its shares with
out the consernt of the Underwriter;

the Company or any of its refated bodies corporate alters its capital structure or its
corstitution without the consent of the Underwriter;

the Company or any of its refated bodies corporate charges or agrees to charge the
whole or substantial part of its business or property without the consent of the
Underwriter {other than a charge already registered or referred to in the Prospectus);

the Company or any of its related bodies corporate ceases or threatens 1o cease to carry
on s business or disposes of or agrees to dispose of 2 suhstartial part of its business;

certain changes of law occur, or a policy is adopted by certain agencies, which does or s
likely to have a materially adverse affect on the Offer;

Additional information

69



(xiiy  amaterial contract of the Company summarised in the Prospectus is without the consent
of the Underwriter materially breached by the Company or a related body corporate of
the Company, terminated, significantly attered or amended or is found to be void or
avoidable;

{xiiiy  there is 2 major outbreak or escalation of hostilites involving Australia, the United States
of America or Japan;

{xiv]  any person {other than the Underwriter) who consented 16 being named in, or to the
ssue of |, the Prospectus withdraws that consent;

{(xv}  the Company or any of its related bodies corporate fails to comply with its constitution,
any relevant law, a requirement of the Listing Rules or a requirement, order or request
made by ASIC or any governmental agency (excest to the extent the cormpliance is
waived or exempted):

{xvi)  any materially adverse change occurs in the financial or trading position of the Company
or its related bodies corporate;

(il official interest rates, as determined by the Reserve Bank of Australia, are ncreased by
more than 0.5% per annum above their level as at the date of the agreement;

{xviity  any other event occurs which has, or is lkely to have, a materially adverse affect on the
Ofter:

Warranties, undertakings and indemnities
The agreement contains certain warranties by the Cormpany refating to matters such as conduct

by the Company and information provided by the Company in refation to the Prospectus and the
Offer:

The agreement also imposes various obligations on the Comgpany, including obligations in relation
to promaotion of the Cffer and that the Company must use its best endeavours to ensure that the
Shares are quoted on the ASX within 7 days of issue and comply with relevant laws and the Listing
Rules,

The Company has undertaken that it will not {without the consent of the Underwriter which
consent will not the unreasonably withheld) make, agree 1o make or announce any issues of equity
securities or any securities convertible or exchangeable into equity securities for 2 period of 12
manths after the closing date, other than securities referred to in the Prospectus or securities
issued or granted under an employee or executive share or option plan implemented by the
Company,

Subject to certain exclusions relating to, among other things, fraud, recklessness, wilful misconduct
and neghgence, the Company indemnifies the Underwriter and its officers and employees against
fosses suffered and lizbilities incurred (including legal costs) in connection with any breach of the
agreement and other specific matters relating to the Offer:
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943 AFS Licence

Under the terms of the Company's AFS Licence (INo. 247 [39), the Company may deal in derivatives on its
own account, whether for the purpose of hedging existing contacts or otherwise trading with wholesale
couriterparties. The Company's AFS Licence is also subject to conditions including the following:

{a} The Company must meet certain financial requirements including being able to pay all #ts debts as
soon as they become due and payable and having total assets that exceed total labilities, or
adjusted assets that exceed adjusted liabilities. The Company must also meet certain cash
requirements in accordance with thresholds set out in the AFS Licence.

(b} Minirmum adjusted surplus liquid funds requirements apply where the Company enters into
transactions with clients where the monetary liabilities of the Company are equal to greater than
$100,000 in total {excluding certain liabilties and contingent liabilities).

{c}) if the Company falls below certain financial trigger points specified in its AFS Licence, it is restricted
from entering into any fransactions that could give rise to further Hability, contingent liability or
other financial obligations. This restriction is in place untii the trigger points are met or the Board
certifies in writing, having conducted a reasonable enquiry into its financial position, there is no
reason ta believe the Company will fail to comply with the general financial services licensee
obligations under the Corporations Act. The Board certification is required on a monthly basis urtil
the trigger poirts are met,

{d) The Company must lodge audit opinions with ASIC in relation to the financial requirements
specified in the licence.

944 Investec agreements

{a) Investec Facility
The Company entered into a facility agreement with Investec dated |3 Decermber 2004 (Investec
Facility). The Investec Facility comprises a Guarandee Facility and a Loan Facifity.

The Guarantes Facility provides the requisite NEMMCO bank guarantees, required from all
market participants, to support the Company's purchases in the wholesale electricity market.
Security for the guarantee facility was provided by personal guarantees from lan Ferrier and
Yaughan Bushy.

The Loan Facility provides access to additional funds to meet the timing differences between
hedge contracts and market related payments. A requiremnent of the working capital facifity is that
the facility has 1o be fully repaid to $H00,000 or less for a period of 10 consecutive Business Days
in any given quarter.

Pursuant to the Investec Facility, Investec had an option 1o acquire, for $1.00, a 35% holding in
Energy One.

Pursuant to the Investec Facility, the Company has granted fixed and floating charges in favour of
Irvestec.,
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(b)

(©

On 20 Novernber 2006, the Company entered into an Ootion Buy-Back Deed {Ontion Buy-Back
Deed) and a Facility Variation Deed (Variation Deed) with Investec to vary the Investec Facility.
These are summarised in Sections 944{b) and 9.4.4{c).

Option Buy-Back Deed

Subject to:

0 the completion of the COffer;

(i} the satisfaction of ASX requirernents relating to the listing of the Company; and

(1 the variation of the Investec Facility described in Section 94.4(¢),
the Company and Investec have agreed, in consideration for a payment of $2.3 million
{out of the Offer proceeds) from the Company to lnvestec, to the following:

{iv) a spiit of the 35% option referred to in Section 9.4.4(a) wito a 25.09% option and a 9.91%
option;

(v a buy back of the 25.09% option; and

{vi) the irrevocable exercise by Investec of the 991% option, for an aggregate exercise price

of $1.00, such that investec will hoid 9.91% of the ssued capital of the Company post
completion of the Offer,

This is reflected in the capital structure table in Section 1.7, If the Offer does not proceed, this
option split and buy-back will be unwound to pat the parties in the position that they are currerdly in.

Variation Deed

Subject to:

{n the quotation of the Shares on the ASX

(i} the payment o investec under the Option Buy-Back Deed of $2.3 milliory

(1 the deposit by the Company with nvestec of $3.7 million as cash collateral in respect of
bank guarantees to be provided by Investec; and

{iv) the execution of the Option Buy-Back Deed,

the Company and Investec have agreed to modify the Investec Facility along the following lines:

(v Investec will continue to provide the Company with a working capital facility;

{vi) fees and interest rates payable by the Cormpany in respect of loan and guarantee
arrangements have been reduced:;

{vii) the financial covenants have been amended in a manner which is generally more
favourable 1o the Company; and

(viiy  personal guarantes requirements have been removed
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9.5.1 Employee Share Plan

Energy One has adopted an Employee Share Plan under which offers may be made to eligible empioyees
to acquire Shares via salary sacrifice.

The Board has the discretion 1o amend the rules of the Employee Share Plan other than certain fixed
rules such as that offers must be made to at least 75% of permanent employees, that disposals may only
be made under certain conditions {as described below), that there is a 5% cap on holdings {as described
below) and the requirement that the plan satisfy the conditions for being a tax exempt plan.

Al full-time and part-time Energy One employees with a least &6 months service are eligible to participate
in the Employee Share Plan if the Board decides the empioyee is to receive an offer to acquire Shares
under the plan, The Shares will be offered at market value, which once the Company is listed will be the
volume weighted average price at which the Shares trade in the 5 trading days before the employee's
application for the Shares is accepted or an afternative market value (determined under the olany if there is
ro trading in that 5 day period.

Eligible employees cannot participate in the plan to the extent their participation will cause them to hold
a legal or beneficial interest in more than 5% of the Shares of the Company or place them in a position 1o
cast or control mare than 5% of the maximum number of votes at 2 general meeting of the Company. in
addition, no invitations can be issued under the plan if the total number of Shares issued under the plan
and Shares that were issued in the past 5 years under other equity plans of the Company for ermployees
exceed 5% of the total number of issued Shares.

The Company may deliver Shares by way of a new issue of Shares, 2 reallocation of Shares or a purchase
of Shares on market.

Shares will be offered subject o a disposal restriction that Shares cannot be disposed of or otherwise
dealt with for 3 vears or; if earlier, untii the sarticioant ceases to be employed by the Company or a related
company. The Company may apply a holding lock to all Shares acquired under the plar for the relevant
restriction period.

9.5.2 Executive Option Plan

Energy One has adopted an Executive Option Plan intended to focus participating executives on Energy
One's Share price growth and total Shareholder retumn. Under the Executive Option Plan, the Board has
the discretion to grant options to executives in its discretion. One third of the options granted to a partic-
ivart wilt vest on each of the second, third and fourth anniversaries of the date of grant. Once vested,

the options become capable of exercise by the participant at the exercise price which was determined by
the Board at the time of grant. Options will not carry a right to particpate in new issues of securities by
the Company, urtil exercised, athough where there is a2 bonus issue of securities, the number of securities
over which the option is exercisable may be increased by the number of securities which the holder of the
option would have received if the option had been exercised before the record date for the bonus issue.
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The option terms may be amended on any reconstruction of capital of the Company in accordance with
the Listing Rules.

Options expire the earlier of 5 years after the date of grant, when the participant ceases to be an
employee of the Company {other than by reason of death) or when the Board determines. The options
gramted to a participant under the plan cannot be assigned. The Board has the discretion to amend the
rules of the plan from time to time.

9.6 Electricity retailers -

The table below sets aut electricity retailers licensed to sell electricity to residential and small business
customers in the same markets as the Company {and those that have applied for licences).
Licences held by Australian electricity retaders

Entity QLD NEW
Electricity retziiers
AGL ArtewAGL Retail !
Country Energy

Energy Australia

TRU Energy ?

Energex {Sun Retail)
Ergon Energy *

=
5}
b4

Aurora Energy

NEENENENSNS

Origin

Integral Energy
Energy One *
Red Energy
Jackgreen
Momentum Energy

SN ESENENENENENENENENEN
NN ENE N ENEN RN EN EN T

SUOISNENSENNYNYNNS

AR AN

Qur Energy Neighbourhood

Australian Power and Gas ¢
Victoria Electrictty 7 v 4
Independent Bectricity Retail Solutions ¢

A A N NA SR NN N NANAE S R R

Click Energy ¢
Generators with o retaif licenca ¥

Eraring Energy

Delta Electricity

CS Energy v
Energy Brix Australia

NS

ANAN
N

International Power

Tarong Energy
Starwell

NRG Holdings 4

AN

Energy One Prospectus



Notes:
. i South Australia the ficence is held by AGL Sowuth Australio Pry Lid. In Victorio, Queenslond and NSW, the licences
are held by each of AGL Sales Pry Led and AGL Electricity Limitedt
Also holds licences in South Australia ond Victorio jointly with fbhower Py Lid
The ficences in South Austrofia, Queensland, NSWACT ond Victoria ore held by each of TRUenergy Pty Ltd and
TRUenergy Yollourn Py Led
Formerty Ergon Energy and Austrodian Enerpy Limited,
Energy One js to apply for o South Austrafian retail ficence,
Not yet operoting,
Licences are hefd by Victoria/Queensiond/South Australia Electricity in each respective state,
These entities’ core business is the generation of efectricity rather than retailing {other than o several large
industrial customers) and therefore they are not considered direct competitors of Energy One,
g, Sources:
(o} Queensland Government Departrment of Mines and Energy Retail Authorities (Licences) under the
Eleciricity Act 1994 as at 27 Qcrober 20046,
(&) PART (NSW) website (wwwibartnswgovau) as at 31 October 2006,

b I

eSS NV RN

(c} indebendent Competition and Regudotory Commission {ACT) fwvew.icrc.act govauiutiitieslicensing) as at
31 Ociober 2006,
(<) Essentiof Services Comymission (Victoria) website (wwwescvicgovai) as ot 31 Geiober 2006,
(e) Essentiof Services Cornmission of South Australio website (www.escosasagovas) as of 20 September
2006,
() Comnpany information.
o, Much of the information in the above toble is sourcad from the websites listed! in note @ and is subject 1o the

information on those websites being correct.

9.7 Taxation considerations -

The comments below provide a general outline of Australian tax issues for an Australian tax resident that
holds Shares on capital account. They do not apply to shareholders that are banks, insurance cormpanies or
taxpayers that carry on a business of frading in shares, or hold shares on revenue account.

These comments are based on the law in Australia in force at the time of issue of this Prospectus. Taxation
faws and their interpretation, together with administrative practice, change frequently. The precise imgli-
cations will depend upon each shareholder's specific drcumstances. Shareholders should seek profes-
sonal advice in respect of the taxation implications of holding the Shares, taking #to account their specific
circurmnstances,

9.7.1 Dividends

As at the date of this Prospectus, the Company does not intend to pay a dividend during FY2007. See
Section {4 In any event, any dividends paid will be unfranked until such time as the Company pays income
tax on #s sarnings.

Dividends distributed by Energy One or a Share would constitute assessable income of an Australian tax
resident shareholder.

Tax residert individual shareholders should include in their assessable income the dividend actually
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received, together with any imputation credit attached to that dividend. Such shareholders should be
entitled to a tax offset equal to the imputation tax credit attached to the dividend to offset against the
tax payable on the shareholders taxable income. Where the imputation tax credit offset exceeds the tax
payable on the sharehoiders' taxable income, individuals should be entitted 1o a tax refund.

The same treatment generaily applies to corporate shareholders except that franking credits received will
not give rise to a refund. Complying superannuation funds receive full tax offsets which can reduce the
funds' overall tax liability. Excess franking credits rnay also be refundable to the complying superannuation
fund.

Shareholders will, armong other things, need to satisty the “holding period” rule and “related payments” rule
to be entitied to the benefit of the imputation tax credit offset outlined above. This requires that a share-
holder hold the shares at risk for 2 period of not less than 45 days {excluding the days of acquisition and
disposal} and that the benefit of the dividend s not passed on within 45 days. Shareholders should seek
professional advice to determine if these requirerments, as they apply to them, have been satisfied.

9.7.2 Disposal of shares

The disposal of a share by a shareholder will be a capital gains tax {CGT) event. A capital gain will arise
where the capital proceeds on disposal exceed the cost base of the share {broadly the amount paid to
acquire the share). The CGT discount may be applied against the net capital gain where the Shareholder is
an individual, complying superannuation fund or frust, the shares have been held for more than 12 months
and certain other requirements have been met. Where the CGT discount applies, any capital gain arising
to individuais and entities acting as trustees (other than a trust that is a complying superannuation entity)
may be reduced by 50% after offsetting current year or prior year capital losses. For a complying superan-
rsation entity, any capital gain may be reduced by 33 /3%, after offsetting current year or prior year capital
losses.

A capital foss will be realized where the reduced cost base of the Share exceeds the capital proceeds from
disposal. Capital losses may only be offset against capital gains realized by the Sharehoider in the same
income year or future income year,

9.7.3 Non-residents

iNon- resident shareholders should seek their own independent taxation advice regarding the taxation
inplications in thel local junsdiction, as well as the taxation implications in Australia. Where distributions
to non-resident shareholders include franked dividends, these dividends should not be subject to Australian
withholding tax. To the extent that distributions to non-residents include unfranked dwvidends, Energy One
will withhold tax at the rate applicable to each non-resident shareholder Non resident shareholders rmay
be able to caim a foreign tax credit for this tax in their country of residence.

Under current tax law, shareholders who are non-residents of Australia for tax purposes will generally not
have to pay Australian tax on any capital gan when they sell or dispose of their shares, provided that they
have not beneficially owned (together with assaciates) H0% or more of the value of the issued capital of
the Company within the 5 year period before the disposal of the shares or are not held as an asset of a
permanert establishment which a shareholder has in Australia,
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However, this may change if the Tax Laws Amendment (2006 Measures No 4) Bill 2006 {Cth) is passed by
the Commonwealth Parliament. In general terms, the changes proposed in Tax Laws Amendment (2006
Measures No 4} Bill 2006 (Cth) narrow the range of CGT assets held non-residents of Australia which
are subject to Australa’'s CGT provisions, In general terms, most non-residents of Australia should not be
subject to Australia’s CGT provisions in respect of any shares, However, non-resident Shareholders should
obtain independent tax advice on this measure, should it become law, if they dispose of their shares.

Non-resident Shareholders who buy and sell shares in the ordinary course of business, or acquire shares
for resale at a profit, should seek their own Australian tax advice.

individuals either becoming or ceasing to be Australian tax residents should seek advice about their
particular circumstarnces,

9.74 Tax file numbers

A shareholder is not required o quote their tax file number (TFN) to Energy One. Howeven fTFN or
exemption details are not provided, Australian tax may be required to be deducted by Energy One from
distributions and/or dividends at the maximum rmarginal tax rate plus the Medicare levy (currently totalling
48.5%).

A shareholder that holds shares as part of an enterprise may quote their Australia Business Number
instead of their THN,

9.7.5 Goods and services tax and stamp duty

Investors should not be liable to goods and services tax and stamp duty in respect of the acquisition or
disposal of the shares.

9.8 -Interests of parties

9.8.1 Interests of directors, advisers and promoters

Crther than as stated in Section 9.8.2 and 9.8.3, this Section 98.1 and elsewhere in this Prospectus:

{a} no amaount has been paid or agreed to be paid and no benefit has been given or agreed to be

given to a Director; or proposed Director to induce them o become, or to qualify as, a Director
of the Comgpany; and

(b} rone of the following persons:
0 a Director or sroposed director of the Company;
{ii} each person named in the Prospectus as performing a function in a professional, advisory

or ather capacity in connection with the preparation or distribution of the Prospectus;

(1 a promoter of the Company; or

Additional information 77



78

{iv) an underwriter (but not a sub-underwriter) to the Offer or 2 finandal services licensee
named in the Prospectus as a financial services licensee in the issue or sale,
holds or held at any time during the last two years an interest in:

(v the formation or promotion of the Company,

{vi) property acquired or proposed o be acquired by the Company in connection with is
formatior: or promotion or the Offer of the Shares; or

{vii) the Offer of the Shares,

or was paid or given or agreed to be paid or given any amount or benefit for services provided by
such person in connection with the forrmation or promotion of the Company or the Offer of the
Shares.

9.8.2 Interests of Directors

The Directors are not required 1o hold any Shares under the provisions of the Company's Constitution,
Set out below are details of the interests of the Directors in Shares in the Company immediately belore
the lodgment of the Prospectus with ASIC. Interests include those held directly or otherwise. The
Directors are entitled to apply for Shares under the Offer:

lan Ferrier 5,958,365 Shares
Vaughan Busby 2,567,623 Shares

As described in Section 9.3{k), the Constitution provides that non-executive Directors are entitled to
such remuneration as determined by the Directors, which remuneration must not exceed in aggregate
the maxirmum amount determined by the Shareholders in general meeting. No such maximurm aggregate
amount has yet been determined. The Directors acknowledge that, as the Company grows, the demands
on the Directors will increase and the Directors' fees will be increased commensurate with their responsi-
bifities and workload, as determined by the Board and approved by Shareholders,

For the financial year ending 30 june 2007, it is expected that non-executive Directors' fees will be no
more than $100000 in total, divided in such manner as the Directors consider appropriate.

9.8.3 Interests and fees of parties involved in the Offer
Austock Corporate Finance Limited has acted as Underwriter and Lead Manager in relation to the Offer.
The Company has agreed to pay Austock Corporate Finance Limnited $500,000 (before GST) for these

services, in addition 1o expenses.

WHEK Greenwoods has prepared the Investigating Accountant’s Report in respect of historical financial
inforenation ncluded in Section 8.1 of this Prospectus. The Company has paid $24,000 (before GST)
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for such services 1o the date of this Prospectus. Further amounts may be paid to WHEK Greenwoods in
accordance with their time-based charge-out rates. WHI Greenwoods have also performed audit services
in relation to financial and accounting matters for the finandial years ending 30 June 2004, 2005 and 2006.

WHK Corporate Advisory has prepared the investigating Accountant’s Report in respect of proforma and
forecast financial information included in Section B2.2 of this Prospectus. The Company has paid $30,000
{before GST} for such services to the date of this Prospectus.

johnson Winter & Slattery has acted as legal adviser to the Company in connection with the Offer: The
Company has paid $100,000 (before 55T for such services to the date of this Prospectus, in addition to
expenses. Further amounts may be paid 1o Johinsor Winter & Slattery in accordance with its fime-based
charge-out rates,

Unless stated otherwise, all such payments have been paid or are payable in cash and subject to GST. The
Cornpany is also generally obligated to pay the out-of pocket expenses of the advisers listed above which
are included in the amounts stated.

The expenses, connected with the Offer, which are payable by the Company, are estimated to be approxi-
mately $1.0 million, including the costs referred to in Section 9.8.3.

9.10Consents

In accordance with Section 716{2)} of the Corporations Act, written consents on the following terms have

been given by the following parties:

{a} Austock Corporate Finance Limited has given, and has not withdrawn prior to the lodgment of
this Prospectus with ASIC, #s written consent to be named in this Prospectus as Underwriter and
Lead Manager to the Offer in the form and context it is so named,

(b} WHK Greenwoods has given, and has not withdrawn prior 1o the lodgment of this Prospectus
with ASIC, its written consent to be named in this Prospectus as investigating accountant and
auditor to the Company in the context i is so named and to the inclusion of statements attributed
to it in Section 6 and made by it in Section 81 in relation to Energy One's historical financial
information in the form and context in which those statements are included. WHK Greenwoods
takes no responsibility for any part of this Prospectus other than any reference to #s name, its
Investigating Accountant’s Report in Section 8.1 and statements made in this Prospectus based on
that report.

{c}) WHIK Corporate Advisory has given, and has not withdrawn prior to the lodgment of this
Prospectus with ASIC, its written consent to be named in this Prospectus as investigating
accountant to the Company in the context it is so named and to the inclusion of staterments
attributed to it in Section & and made by it in Section 8.2 in refation to Energy One's proforma
and forecast financial information in the form and context in which those statements are included,
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WHHK Corparate Advisory takes na responsibility for any part of this Prospectus other than any
reference to its name, its Investigating Accourtart's Report in Sectiont 822 and statemernts made
in this Prospectus based on that report.

{d} johnson Winter & Slattery has given, and not withdrawn prior to the lodgment of this Prospectus
with ASKC, its written consent to be named in this Prospectus as the Company’s Australian legal
advisers in the form and context it is so named. johnson Winter & Slattery takes no responsibility
for any part of this Prospectus other than any reference to its name.

{&) Registries Limited has given and has not withdrawn its written consent to be named in this
Prospectus in the form and cortext in which it is named. Registries Limited has not taken part
in the preparation of any part of this Prospectus other than the recording of its name as share
registry to the Company. Registries Limited has not authorised or caused the issue of and
expressly disclaims and takes no responsibility for any part of, this Prospectus,

6] investec Bank (Australia) Limited has given, and has not withdrawn prior to the lodgment of this
Prospectus with ASIC, its written cansent to be named in this Prospectus as finance facility
provider to the Company in the form and context it is so mamed.

In accordance with section 720 of the Corporations Act, each Director has consented 1o the lodgment of
this Prospectus with ASIC.

e 911 L gaﬁu onand caims

So far as the Directors are aware, there is no current or threatened civil litigation, arbitration proceedings
or administrative appeals, or criminal or governmental prosecutions of a material nature in which the
Company is directly or indirectly concerned which [ikely to have a material adverse affect on the business
or financial position of the Company.

919 ASIC and ASX relief

Pursuant to Class Order 00/44, ASIC has exernpted compliance with certain provisions of the Corpora-
tions Act to allow distribution of an electronic Prospectus on the basis of the paper Prospectus lodged
with ASIC and the publication of notices referring o an electronic Prospectus, subject to compliance with
certain provisions.

if vou have received this Prospectus as an electronic Prospectus, please ensure that vou have received the
entire Prospectus accompanied by the Application Form. i you have not, please contact the Underwriter
on 1800 806 367 and it will send you either a hard copy of the Prospectus or a further electronic copy of
the Prospectus or both, free of charge.

Afternatively, you may obtain a copy of the Prospectus, accompanied by the Application Form, from the
Cormpany's website at www.energyone.com.ad.

The Company may rely on ASKC refief provided in Class Orders 03/184 and 04/671 in relation to the issue
of securities under the Ermployee Share Plan.
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The Directors report that after due enquiries by them, in their opinion, since the date of the financial state-
ments in the financial information in Section 6, there have not been any circumstance that have arisen or
that have materially affected or will materially affect the assets and liabilities, financial position, profits and
losses or prospects of the Company, other than as disclosed in this Prospectus.

This Prospecius is authorised by each Director of the Company who consendts to its lodgment with ASIC
and its issue,

L

Vaughan Bushy
Director
20 Novermber 2006
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Glossary

ACH Clearing Rules means the Clearing Rules made by Australian Clearing House Pry Ltd ACN 001
314 503,

AEDT means Australian Easters Daylight-saving Time.

AFS Licence means an Australian financial services licence.

Applicant means a person who submits an Application Form in respect of the Offer,

Application means an application made by an Applicant in an Application Form.

Application Form means the application form attached to, and forming part of, this Prospectus.
Application Monies means the Offer Price multiphed by the number of Shares in respect of which an
Application has been made.

Approved Financial Products means securities of the Company which are approved by ASTC in
accordance with the ASTC Settlement Rules.

ASIC means the Australian Securities and investments Cormmission.

ASX means Australian Stock Exchange Limited ACN 008 624 691,

ASTC rmeans the Austraiian Settlernent and Transfer Corporation Pty Ltd ACN 008 504 532,

ASTC Settlement Rules means the Settiernent Rules made by ASTC

Board means the Board of Directors of the Company.

Brolter Firm Offer has the meaning given in Section 2.5.1.

Business Day means a day on which banks are open for general banking business in Sydrey {not being a
Saturday, Sunday or public holiday).

Closing Date means 5.00 pm AEDT on 2| December 2006 or such date as may be determined by the
Underwriter in conjunction with the Cormpany.

Company or Energy One means Energy One Pty Ltd ACN 076 583 018 which, with effect from 25
MNovember 2006, will be a public company known as Energy One Lirmited ACN 076 583 018,
Constitution means the constitution of the Company, which is surmmmarised in Section 9.3,
Corporations Act means the Corporations Act 2001 (Cth).

Director means a director of the Company.

Directors means the Board of Directors as it is constituted from time to time.

dollars and § means Australian dollars.

EBIT means earnings before interest and tax

EBITDA means earnings before interest, tax, amortisation and depreciation,

Employee Share Plan means the plan summarised in Section 951,

Executive Option Plan means the plan summarised in Section 9.5.2.

Exposure Period means the 7 day period after the date of lodgment of this Prospectus with ASIC, which
period may be extended by ASIC by up to a further 7 days.

Financial Year or FY means the year ending 30 June in the stated year.

Forecast means the FY2007 forecast income statement set out in the table in Section 6.2,

GW means gigawatt.

GWh means gigawatt hourn

IPO means the inftial sublic offering of Shares pursuant to this Prospectus.

Institutional Offer has the meaning givery in Section 2.5.2.
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Investec means Investec Bank (Australia) Limited ACIN 071 297 5%4.

Investec Facility means the facility provided to the Company by lnvestec described in Section 9.4.4(a)
{which will be refinanced in the manner described in Sections $4.4(b) and 9.4.4(c}.

Investigating Accountants’ Reports means the reports prepared by WHK Greenwoods (on historical
firancial information} and WHEK Corporate Advisory (on proforma and forecast financial information) n
respect of the Offer set out in SectionsB.| and 8.2 respectively

Key Shareholders has the meaning given in Sectiory 1.7,

Listing Rules means the Offical Rules of the ASX

MW means megawatt

MWh means a megawatt hour,

NEM or National Eiectricity Marlet has the meaning given in the National Electricity Law set out in
the Schedule to the National Electricity {South Australia) Act 996,

NEMMCO means MNational Electricity Market Management Company Umited ACN 072 010 327
NPAT mezans net profit after tax.

Offer means the proposed offer of Shares pursuant to this Prospectus,

Offer Period means the seriod commencng no earbier than 30 MNovember 2006 and ending on the
Closing Date.

Offer Price means $1.00 per Share.

Official List means the official list of ertities which ASX has admitted and not removed.

Official Quotation means official quotation by ASX

Option Buy-Back Deed has the meaning given in Section 94.4(a).

Pool means the wholesale electricity market managed and operated by NEMMCO,

Prospectus means this prospectus as modified or varied by any supplementary or replacement
prospectus lodged with ASIC from time to time.

Restriction Agreement means an agreement restricting the sale of Shares by a Shareholder

Share means a {ully paid ordinary share in the capital of the Company.

Share Registry means Registries Limited ACN 003 209 836,

Shareholder means 2 shareholder of the Company.

SME means a small to medium enterprise that purchases less than 160Mwh of electricity annually.
Sydney Futures Exchange means Sydney Futures Exchange Limited ACN 000 943 377,
Underwriter means Austock Corporate Finance Limited ACN 101 074 015,

Underwriting Agreement means the underwriting agreement that the Company has entered into with
the Underwriter described in Section 9.4.2.

Variation Deed has the meaning given in Section 9.4.4({a).

WHK Greenwoods means the professional partnership carrying on an accounting practice in Sydney
under the name “WHK Greerswoods”, controlied by WHIK Group Limited, a public company listed on the
ASK,

WHK Corporate Advisory means WHK Corporate Advisory Limited ACN 001 508 363,

Glossary
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& PIN CHEQUE(S) HERE

Appiaca&a@n Form

ACN 076 583 013 Company®)
Fill out this Application Form If vou war to apply for escuriies o be lssusd by the Company Broker Reference - Stamp Only
*  Pleass read the Prospacius dated 20 November 2006. Broker Code Advizor Code

«  Folivw the instructions to complata this Application Form (ses revares).
+«  Print clearly In capital Ieti:ers using black or bius psi. | | | |

)

By submitting this Application Form, iAe declare that this Application is completed and lodged according to the Prospectus and the instruc-
tions on the reverse of the Application Form and decdlers that ail details and statements made by mefus are compiete and accurate. Retuming
the Application Form with myfour chegque(s) or money orden(s) for the Application Moniez will constitule an imevocable ofier by melus o
subscribe for Shares. [/We agree to be bound by the constitution of the Company as amended from time to ims. |/We wasiwere given access
to a hard copy andfor an electronic version of the Prospecius together with the Application Forrn and are bound by the terms of the Frogpec-
fus. i/We represent, warrent and underake o the Company thet our subscription for the above securities will not cause the Company or malus
to violate any lews of Australia or any other jurisdiction which may be applicable tu this subscription for Shares in the Company.
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YOU SHOULD READ THE PROSPECTUS CAREFULLY BEFORE COMPLETING THIS APPLICATION FORE.

Please complais ali relevant sections of the approprists Application Form using BLOCK LETTERS.
Thess Instuctions are cross-referenced to each ssctlon of the Application Form.

Instructions

A. If applying for Shares, insart the number of Sharas for which you
wigh to subscribe at lterm A (not less than 2,000 and than in multiples
of 1,000). Multiply by $1.00 AUD to calcuiate the totsl for Shares and
entar the $ amount =t B.

G, Wiite your full name. Inkticds are not accepiable for first names.

3. Enter your postal address for ali cormespondencs. All communlos-
tons o you from the Compsaty will be mailed to the personig) and
address ag shown. For Joint Applicants, only one address can be
entered.

E. if you are spongored in CHESSE by & stockbroker or other CHESS

enter the TFEN JABN of each joint Applicant. Collestion of TFN's is
authorised by taxation laws. CQuotation of your TEN is not compulsory
and will not affect your Application Form. However, if no TFN i
quoted your dividends and digtributions may ba taxed &t the highest
marginal teoe rate plus Meadicare Levy.

&. Complais chegue detalls as requested. Make your cheque
payable to “Energy One Ltd Share Offer” In Austrellan currency, cross
It and meark It "Not Negotiable™. Cheques must be made In Austrailan
currency, and chegques must bes drevwn on an Augiralian benk

I. Entar your contact details 80 we may contaet you regarding your

participant, you may enter your CHESS HiN if you would like the Appliction Form or Application Monies.

aliveation to be directed to your HIiN. (NB: your registration details
provided must match your CHESS acoount exactly).

F. Erisr your Australian tex fils numbsr ("TFN") or ABN or exemption
category, if you are an Australisn resident Where applicable, please

J. Enter your email address 8o we may contaet you regarding your
Application Form or Application Moniss or forward other correapon-
dance to you.

Correct forms of registrable title

Note that ONLY legal entiies cen hold the Shares. Tha Application mivst be in the name of a netural person(s), companies or sther legal entities
acceplsble to the Company. At least one Tull given name and surmsams is required for each natural person.

Examples of the correct form of registrable tite are set out below.

‘M John David Smith
- <J D Smith Family A/C

Lodgment
Mail your completed Appllwilon Fnrm with cheque(s} atiached to the fullmwng address:

- Delivery address:

fPﬂalImg address: . . |
- Austock Corporate

- Austock Corporat_e_

Finance Limited - o .ff_'-_'_'Finance Limited -

‘PO Box263 CoLeveld e

. Coliing Street West - . 350 Collins S'tree't _____
Melbourne VIC 8007 " Melbourne VIC 3000

It ig not necessary to sign or otherwise exeeute the Application Form.
If you have any questions as fo how to complete the Application Form, please contact Austock Corporede Finance Limited on 1800 806 362,

g oot B f it
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The Corporations Act prohibite any pereon from passing on fo another person the Application Form which was atizched to this Prospacius for the issue of Shares,
unless the Application Form is attached to or sccompanying a complete and enatisred copy of the Prospectus. A pereon who gives ancther psreon access to the
Application Form must at the same e and by the same means give the other pareon access to the Progpeciue and any supplementary Prospecius. A papsr
copy of the Prospecius, sny supplementary Prespeciies and the Applleation Form will ba provided fo you, &t no charge, upon request to the Company o Austock
Corporate Finance Limited. Applications for Shares will only be sccepted if made on an Application Form igsued together with thie Prosgpectus.

% :‘ P Y
Proturme vy Ehsbarnwer

Reglstrles Limited edvises that Chapter 2C of the Corporations Act 2001 (Cth) requires Information about you as a securily holder (Incleding your nems, eddress
amnd details of the securities you hold) to bs included in the public register of the entity in which you held securities. Inforrmation is eollecied to administer your
gscurity holding and if some or all of the information is not collesied then it might not bs possible to administer your security holding. Your psreonal information
may be disclosed to the enilty In which you hold sscuntles. You can obtaln sccess to your parsonal information by contacting ue on 02 9260 9600,

Our privecy polley |s avellable on our webste (http:/fwww registriesiid com sufhelp/sacntyprivacy html)
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the Application Form with myfour chegque(s) or money orden(s) for the Application Moniez will constitule an imevocable ofier by melus o
subscribe for Shares. [/We agree to be bound by the constitution of the Company as amended from time to ims. |/We wasiwere given access
to a hard copy andfor an electronic version of the Prospecius together with the Application Forrn and are bound by the terms of the Frogpec-
fus. i/We represent, warrent and underake o the Company thet our subscription for the above securities will not cause the Company or malus
to violate any lews of Australia or any other jurisdiction which may be applicable tu this subscription for Shares in the Company.
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YOU SHOULD READ THE PROSPECTUS CAREFULLY BEFORE COMPLETING THIS APPLICATION FORE.

Please complais ali relevant sections of the approprists Application Form using BLOCK LETTERS.
Thess Instuctions are cross-referenced to each ssctlon of the Application Form.

Instructions

A. If applying for Shares, insart the number of Sharas for which you
wigh to subscribe at lterm A (not less than 2,000 and than in multiples
of 1,000). Multiply by $1.00 AUD to calcuiate the totsl for Shares and
entar the $ amount =t B.

G, Wiite your full name. Inkticds are not accepiable for first names.

3. Enter your postal address for ali cormespondencs. All communlos-
tons o you from the Compsaty will be mailed to the personig) and
address ag shown. For Joint Applicants, only one address can be
entered.

E. if you are spongored in CHESSE by & stockbroker or other CHESS

enter the TFEN JABN of each joint Applicant. Collestion of TFN's is
authorised by taxation laws. CQuotation of your TEN is not compulsory
and will not affect your Application Form. However, if no TFN i
quoted your dividends and digtributions may ba taxed &t the highest
marginal teoe rate plus Meadicare Levy.

&. Complais chegue detalls as requested. Make your cheque
payable to “Energy One Ltd Share Offer” In Austrellan currency, cross
It and meark It "Not Negotiable™. Cheques must be made In Austrailan
currency, and chegques must bes drevwn on an Augiralian benk

I. Entar your contact details 80 we may contaet you regarding your

participant, you may enter your CHESS HiN if you would like the Appliction Form or Application Monies.

aliveation to be directed to your HIiN. (NB: your registration details
provided must match your CHESS acoount exactly).

F. Erisr your Australian tex fils numbsr ("TFN") or ABN or exemption
category, if you are an Australisn resident Where applicable, please

J. Enter your email address 8o we may contaet you regarding your
Application Form or Application Moniss or forward other correapon-
dance to you.

Correct forms of registrable title

Note that ONLY legal entiies cen hold the Shares. Tha Application mivst be in the name of a netural person(s), companies or sther legal entities
acceplsble to the Company. At least one Tull given name and surmsams is required for each natural person.

Examples of the correct form of registrable tite are set out below.

‘M John David Smith
- <J D Smith Family A/C

Lodgment
Mail your completed Appllwilon Fnrm with cheque(s} atiached to the fullmwng address:

- Delivery address:

fPﬂalImg address: . . |
- Austock Corporate

- Austock Corporat_e_

Finance Limited - o .ff_'-_'_'Finance Limited -

‘PO Box263 CoLeveld e

. Coliing Street West - . 350 Collins S'tree't _____
Melbourne VIC 8007 " Melbourne VIC 3000

It ig not necessary to sign or otherwise exeeute the Application Form.
If you have any questions as fo how to complete the Application Form, please contact Austock Corporede Finance Limited on 1800 806 362,

g oot B f it
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The Corporations Act prohibite any pereon from passing on fo another person the Application Form which was atizched to this Prospacius for the issue of Shares,
unless the Application Form is attached to or sccompanying a complete and enatisred copy of the Prospectus. A pereon who gives ancther psreon access to the
Application Form must at the same e and by the same means give the other pareon access to the Progpeciue and any supplementary Prospecius. A papsr
copy of the Prospecius, sny supplementary Prespeciies and the Applleation Form will ba provided fo you, &t no charge, upon request to the Company o Austock
Corporate Finance Limited. Applications for Shares will only be sccepted if made on an Application Form igsued together with thie Prosgpectus.

% :‘ P Y
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Reglstrles Limited edvises that Chapter 2C of the Corporations Act 2001 (Cth) requires Information about you as a securily holder (Incleding your nems, eddress
amnd details of the securities you hold) to bs included in the public register of the entity in which you held securities. Inforrmation is eollecied to administer your
gscurity holding and if some or all of the information is not collesied then it might not bs possible to administer your security holding. Your psreonal information
may be disclosed to the enilty In which you hold sscuntles. You can obtaln sccess to your parsonal information by contacting ue on 02 9260 9600,

Our privecy polley |s avellable on our webste (http:/fwww registriesiid com sufhelp/sacntyprivacy html)




Corporate directory

Energy One Pty Ltd {(Energy One Limited from 25 November 2006}
ACN 076 583 018

2/122 Pitt Street
Sydney NSW 2000
Tel: 02 8252 9898
Fax: 02 8252 9888
WWW.ENergyone.com.au

Board of Directors

lary Ferrier Chairman
Vaughan Busby Managing Director
Andrew Bonwick Naon Executive Director

Underwriter and Lead Manager ~
Austock Corporate Finance Limited
Level |

350 Collins Street

Metbourne VIC 3000

Solicitors

Johnson Winter & Slattery
Level 3G

Awustralia Square

264 George Street
Sydney NSW 2006

Auditors "~

WHK Greenwoods
Level 15

30% Kent Street
Sydney NSW 2000

Investigating accountants

WHK Greenwoods WHK Corporate Advisory Limited
Level |5 Level 15

309 Kent Street 309 Kent Street

Sydney NSW 2000 Sydney NSW 2006

Share registry
Registries Limited
Level 2

28 Margaret Street
Sydney NSW 2000
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