
 

 

18 May 2011 

TSI Fund releases Scheme Booklet  
 

Transfield Services Infrastructure Fund (TSI Fund) announces today that the Scheme Booklet in 
relation to the proposal under which Ratchaburi Electricity Generating Holding PLC (RATCH), 
through its subsidiary RH International (Singapore) Corporation Pte. Ltd., would acquire the 56.2% 
of TSI Fund that Transfield Services Limited (TSE) does not own via inter-conditional schemes of 
arrangement and an associated trust scheme (Schemes), has been registered with ASIC and 
lodged with ASX. 
 
The Scheme Booklet will be dispatched to TSI Fund Securityholders by 23 May 2011 and includes 
the notices convening the Scheme Meetings. 
 
The Scheme Meetings will be held at 12.00pm on 21 June 2011 at the offices of Computershare 
Investor Services Pty Limited, Level 4, 60 Carrington Street, Sydney NSW. 
 
The Scheme Booklet contains an Independent Expert’s Report which concludes that the Schemes 
are fair and reasonable to, and therefore in the best interests of, TSI Fund Securityholders 
(including having regard to the Ancillary Transactions). The Independent Expert has valued TSI 
Fund in the range of $0.70 to $0.86 per TSI Fund security. If the Schemes proceed, TSI Fund 
Securityholders would receive $0.85 cash1 per security. 
 
TSI Fund has also been advised by RATCH that it has received clearance from the Australian 
Foreign Investment Review Board in relation to the proposal. Accordingly, the condition precedent 
to the Scheme Implementation Agreement between TSI Fund and RHIS in relation to this approval 
is now satisfied. 
 
The TSI Fund Independent Directors unanimously recommend that TSI Fund Securityholders vote 
in favour of the Schemes, in the absence of a superior proposal.  
 
You should read the Scheme Booklet in full before deciding how to vote. 
 
1 The price paid would be reduced by any TSI Fund distributions declared or paid where the record date is prior to 
implementation of the Schemes 
 

MEDIA ENQUIRIES INVESTOR RELATIONS ENQUIRIES 
Ian Brown FIRST Advisers 
T:  +61 2 8011 0352 
M: +61 418 466 129 

Steve Loxton 
Chief Executive Officer 
T:  +61 2 9464 1613 

 
Transfield Services Infrastructure Fund (TSI Fund) is a public listed entity owning a portfolio of interests in essential infrastructure 
assets including five power stations, three wind farms and two water filtration plants. TSI Fund’s key differentiator is its highly beneficial 
relationship with global asset management company, Transfield Services which provides expertise in asset development, project 
management, operations and maintenance. 
 
Ratchaburi Electricity Generating Holding PCL (Ratch) is a company incorporated in Thailand and listed on the Stock Exchange of 
Thailand trading under the code RATCH.  Ratch is a leading Thai power generation company.  It was established in March 2000 as part 
of the privatisation of the Electricity Generating Authority of Thailand (EGAT). Ratch currently has a total capacity of 4,500 MW, which 
represents approximately 14 per cent of the installed electricity generation capacity in Thailand.  Its operations principally consist of a 
number of thermal and hydro-power plants through its subsidiaries and affiliates in Thailand and Lao PDR. EGAT is a Thai state-owned 
enterprise that invests in and operates electricity, power and related businesses in Thailand and holds approximately a 50% market 
share.  EGAT has a 45% interest in Ratch, and also has 3 representatives on Ratch’s 13-member board of directors.  Ratch is focussed 
on investment in and the development of high quality thermal, hydro, wind and solar generation assets, with a preference towards long-
term contracted off-take arrangements. 
 
Transfield Services (TSE) delivers essential services to key industries in the resources and industrial, property and infrastructure 
sectors.  A leading global provider of operations, maintenance and asset and project management services, TSE has more than 28,000 
employees in Australia, New Zealand, the United States, Canada, the United Arab Emirates, Qatar, India, Malaysia, Chile and New 
Caledonia. TSE is listed on the Australian Securities Exchange 
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Transfi eld Services 
Infrastructure Fund 
Scheme Booklet
This is an important document and requires your immediate attention.
You should read it in its entirety before deciding whether or not to vote in favour of the Schemes.
If you are in any doubt about how to deal with this document, you should contact your broker, 
fi nancial adviser or legal adviser immediately.

For a recommended proposal by Ratchaburi Electricity Generating Holding PCL, through its subsidiary 
RH International (Singapore) Corporation Pte. Ltd., to acquire all of your TSI Fund Securities via schemes 
of arrangement and a trust scheme.

Your Independent Directors unanimously recommend that you 
VOTE IN FAVOUR of the Schemes, in the absence of a Superior Proposal. 

Financial Adviser              Legal Adviser
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1 | Transfield Services Infrastructure Fund >>

Important notices

Nature of this document

This Scheme Booklet provides TSI Fund Securityholders 

with information about the Proposal.

If you have sold all of your TSI Fund Securities, please ignore 

this Scheme Booklet.

Defined terms

A number of defined terms are used in this Scheme Booklet. 

These terms are explained in Section 12 of this Scheme Booklet.

No investment advice

The information contained in this Scheme Booklet is not 

intended to constitute financial product advice and has been 

prepared without reference to your own investment objectives, 

financial situation, taxation position and particular needs. It is 

important that you read this Scheme Booklet in its entirety 

before making any investment decision and any decision as to 

whether or not to vote in favour of the Schemes. If you are in 

any doubt in relation to these matters, you should consult 

your financial, legal, taxation or other professional adviser.

Neither TSIL nor TSIIL hold an Australian Financial Services 

Licence and they are therefore not licensed to provide financial 

product advice.

The RE holds an Australian Financial Services Licence, however 

the RE is not licensed to provide financial product advice.

Any statements made by TSIL, TSIIL or the RE in relation to 

TSI Fund Securities relate only to the underlying share or unit 

issued by it. None of TSIL, TSIIL or the RE make any statement 

in this Scheme Booklet in relation to any security issued by 

any other party.

Regulatory information

This document is the explanatory statement for the Schemes 

between TSI Fund and the holders of TSI Fund Securities as at 

the Scheme Record Date (other than TSE) for the purposes of 

section 412(1) of the Corporations Act and in accordance with 

the Panel Guidance Note (as applicable).

TSI Fund Securities are stapled securities comprising TSIL Shares, 

TSIIL Shares and TSIT Units. The Schemes comprise schemes of 

arrangement under Part 5.1 of the Corporations Act in respect 

of the TSIL Shares and the TSIIL Shares, and a transfer scheme 

of arrangement in accordance with the Panel Guidance Note, 

facilitated by amendments to the TSIT Constitution, in respect 

of the TSIT Units. A copy of the TSIL Share Scheme is set out 

in Annexure B, a copy of the TSIIL Share Scheme is set out in 

Annexure C and a copy of a proposed Supplemental Deed 

for the Trust Scheme is set out in Annexure D.

A copy of this Scheme Booklet was provided to ASIC for 

examination in accordance with section 411(2)(b) of the 

Corporations Act and was lodged with ASIC for registration 

under section 412(6) of the Corporations Act. It was then registered 

by ASIC under section 412(6) of the Corporations Act before 

being sent to TSI Fund Securityholders.

ASIC has been requested to provide a statement, in accordance 

with section 411(17)(b) of the Corporations Act, that ASIC has no 

objection to the Share Schemes. If ASIC provides that statement, 

it will be produced to the Court at the time of the Court hearing 

to approve the Share Schemes. Neither ASIC nor any of its officers 

takes any responsibility for the contents of this Scheme Booklet.

A copy of this Scheme Booklet has been provided to ASX. Neither 

ASX nor any of its officers takes any responsibility for the contents 

of this Scheme Booklet.

IMPORTANT NOTICE ASSOCIATED WITH COURT ORDER 

UNDER SECTION 411(1) OF THE CORPORATIONS ACT 2001

The fact that, under section 411(1) of the Corporations Act, 

the Court has ordered that a meeting be convened and has 

approved the explanatory statement required to accompany 

the notices of the meeting, does not mean that the Court:

(a)  has formed any view as to the merits of the proposed 

schemes or as to how members should vote (on this 

matter members must reach their own decision); or

(b)  has prepared, or is responsible for, the content of the 

explanatory statement.

Disclaimer as to forward-looking statements

This Scheme Booklet contains both historical and forward-looking 

statements. All statements other than statements of historical 

fact are, or may be deemed to be, forward-looking statements.

All forward-looking statements in this Scheme Booklet reflect 

views only as at the date of this Scheme Booklet, and generally 

may be identified by the use of forward-looking words such 

as “believe”, “aim”, “expect”, “anticipate”, “intending”, “foreseeing”, 

“likely”, “should”, “planned”, “may”, “estimate”, “potential”, or other 

similar words. Similarly, statements that describe TSI Fund’s, 

RATCH’s or RHIS’s objectives, plans, goals or expectations are 

or may be forward-looking statements.

The statements contained in this Scheme Booklet about the 

impact that the Proposal may have on the results of TSI Fund’s 

operations and the advantages and disadvantages anticipated 

to result from the Proposal, are also forward-looking statements.

These forward-looking statements involve known and unknown 

risks, uncertainties and other factors that may cause actual results, 

performance or achievements to differ materially from the 

anticipated results, performance or achievements, expressed, 

projected or implied by these forward-looking statements.

The operations and financial performance of the assets of 

TSI Fund are subject to various risks that are summarised in 

this Scheme Booklet and which may be beyond the control 

of TSI Fund and/or RATCH and RHIS. TSI Fund Securityholders 

should note that the historical financial performance of TSI 

Fund is no assurance of future financial performance of TSI 

Fund (whether the Schemes and the Ancillary Transactions 

are implemented or not). Those risks and uncertainties 

include factors and risks specific to the industry in which 

TSI Fund operates as well as general economic conditions, 

prevailing exchange rates and interest rates and conditions 

in the financial markets. 
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>>Transfield Services Infrastructure Fund | 2

As a result, the actual results of operations and earnings 

of TSI Fund following implementation of the Schemes and the 

Ancillary Transactions, as well as the actual advantages of the 

Schemes and the Ancillary Transactions, may differ significantly 

from those that are anticipated in respect of timing, amount 

or nature and may never be achieved.

The forward-looking statements included in this Scheme 

Booklet are made only as of the date of this Scheme Booklet. 

Any forward-looking statements included in the TSI Fund 

Information have been made on reasonable grounds. Although 

TSI Fund believes that the views reflected in any forward-looking 

statements included in the TSI Fund Information have been 

made on a reasonable basis, no assurance can be given that 

such views will prove to have been correct. 

Any forward-looking statements included in the RHIS Information 

have been made on reasonable grounds. Although RATCH and 

RHIS believe that the views reflected in any forward-looking 

statements included in the RHIS Information have been made 

on a reasonable basis, no assurance can be given that such 

views will prove to have been correct. 

None of TSI Fund, RATCH, RHIS, TSI Fund’s officers, RATCH’s 

officers, RHIS’s officers, any persons named in this Scheme 

Booklet with their consent or any person involved in the 

preparation of this Scheme Booklet makes any representation 

or warranty (express or implied) as to the likelihood of 

fulfilment of any forward-looking statement, or any events or 

results expressed or implied in any forward-looking statement, 

except to the extent required by law. You are cautioned not to 

place undue reliance on any forward-looking statement. 

You should review all of the information in this Scheme Booklet 

carefully. Section 1 of this Scheme Booklet sets out the reasons 

why you should support the Proposal by voting in favour of 

the Schemes and Section 2 of this Scheme Booklet sets out 

the disadvantages and risks of the Proposal. 

All subsequent written and oral forward-looking statements 

attributable to TSI Fund, RATCH or RHIS or any person acting 

on their behalf are qualified by this cautionary statement.

Subject to any continuing obligations under relevant laws or 

the listing rules of a relevant exchange, TSI Fund, RATCH and 

RHIS do not give any undertaking to update or revise any such 

statements after the date of this Scheme Booklet, to reflect any 

change in expectations in relation thereto or any change in events, 

conditions or circumstances on which any such statement 

is based.

Responsibility statement

Except as outlined below, the information in this Scheme 

Booklet has been provided by TSI Fund and is the responsibility 

of TSI Fund. The information concerning TSI Fund and the 

intentions, views and opinions of TSI Fund and the Independent 

Directors contained in this Scheme Booklet has been prepared 

by TSI Fund and the Independent Directors and is the responsibility 

of TSI Fund. RATCH, RHIS, RATCH’s directors and officers and 

RHIS’s directors and officers do not assume any responsibility 

for the accuracy or completeness of any TSI Fund Information.

RATCH and RHIS have been responsible for preparing the RHIS 

Information. The information concerning RATCH, RHIS and the 

intentions, views and opinions of RATCH and RHIS contained in 

this Scheme Booklet has been prepared by RATCH and RHIS 

and is the responsibility of RATCH and RHIS. TSI Fund and TSI 

Fund’s directors and officers do not assume any responsibility 

for the accuracy or completeness of any RHIS Information.

The Independent Expert, Deloitte, has prepared the Independent 

Expert’s Report in relation to the Proposal and takes responsibility 

for that report. The Independent Expert’s Report is set out in 

Annexure A. 

While Computershare Investor Services Pty Limited 

ACN 078 279 277 is named in this Scheme Booklet as the 

Registry, Computershare Investor Services Pty Limited has not 

authorised or caused the issue of, and expressly disclaims and 

takes no responsibility for, any part of this Scheme Booklet.

While Merrill Lynch International (Australia) Limited is named in 

this Scheme Booklet as TSI Fund’s financial adviser, Merrill Lynch 

International (Australia) Limited has not authorised or caused 

the issue of, and expressly disclaims and takes no responsibility 

for, any part of this Scheme Booklet.

While Freehills is named in this Scheme Booklet as TSI Fund’s 

legal adviser, Freehills has not authorised or caused the issue 

of, and expressly disclaims and takes no responsibility for, 

any part of this Scheme Booklet.

Privacy

TSI Fund, RATCH and RHIS may collect personal information 

in the process of implementing the Schemes. Such information 

may include the name, contact details and securities holdings 

of TSI Fund Securityholders and the name of persons appointed 

by those persons to act as a proxy, attorney or corporate 

representative at the Scheme Meetings. The primary purpose 

of the collection of personal information is to assist TSI Fund, 

RATCH and RHIS to conduct the Scheme Meetings. Personal 

information of the type described above may be disclosed 

to the Registry, print and mail service providers, authorised 

securities brokers, Related Bodies Corporate of TSI Fund, RATCH 

and RHIS, and TSI Fund’s, RATCH’s and RHIS’s advisers and service 

providers. TSI Fund Securityholders have certain rights to access 

personal information that has been collected. TSI Fund 

Securityholders should contact the Registry in the first instance, 

if they wish to access their personal information. TSI Fund 

Securityholders who appoint a named person to act as their 

proxy, attorney or corporate representative should ensure that 

they inform that person of these matters.

Date of this Scheme Booklet

This Scheme Booklet is dated 17 May 2011.
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3 | Transfield Services Infrastructure Fund >>

Letter from the Chairman of TSI Fund

Dear Securityholder,

On 2 May 2011, TSI Fund announced that it had entered into an 

agreement with Ratchaburi Electricity Generating Holding PCL 

(RATCH) and its subsidiary RH International (Singapore) 

Corporation Pte. Ltd. (RHIS), under which it is proposed that 

RHIS will acquire all of the TSI Fund Securities, other than 

those held by Transfield Services Limited (TSE). The acquisition 

would be effected by inter-conditional schemes of arrangement 

and an associated trust scheme (together, the Schemes).

Under the Schemes, you will receive Scheme Consideration1 

of $0.85 cash for each TSI Fund Security you own at the Scheme 

Record Date.

Separately, TSE, RATCH and RHIS have entered into a Transaction 

Framework Agreement (TFA) whereby subject to the Schemes 

proceeding, RHIS will acquire a further 23.84% interest in TSI 

Fund from TSE, increasing its interest in TSI Fund to 80%. The 

price paid to TSE is $0.852 per security with TSE continuing to 

own its remaining 20% of TSI Fund in accordance with its long 

term stated strategy. 

Subject to the Schemes proceeding, RHIS and TSE will also 

enter into a series of ancillary but inter-conditional transactions 

as contemplated by the TFA. This will include RHIS and TSE 

entering into a Shareholders Agreement, the termination of the 

existing Management Services Agreement for no consideration 

and the entering into of a Transitional Services Agreement, 

TSIL’s acquisition of TSE’s development business and portfolio 

of development opportunities (including the wind farm 

development portfolio) and certain amendments to the 

Operations & Maintenance Alliance Agreement.

These transactions (collectively, the Ancillary Transactions) 

together with the Schemes constitute the Proposal. Further 

details of the Ancillary Transactions and TFA are set out 

in Sections 5.3 and 9, and Section 8.2 of this Scheme 

Booklet, respectively.

The Independent Directors have given the Proposal careful 

consideration and are of the view that, as there is no superior 

proposal at the date of this Scheme Booklet, the Proposal 

represents an attractive offer for TSI Fund Securityholders. 

The Scheme Consideration represents a premium of over 

30% to the trading price of TSI Fund Securities on ASX prior 

to the announcement of RATCH’s approach on 31 March 2011.

This Scheme Booklet sets out important information in relation 

to the Proposal, including the reasons for the Independent 

Directors’ recommendation and a summary of the advantages 

and disadvantages, risks and potential tax consequences that 

may arise for securityholders. 

The Proposal will be considered and the Schemes will be 

voted on by Eligible TSI Fund Securityholders at the Scheme 

Meetings to be held at 12.00pm on 21 June 2011 at the offices 

of Computershare Investor Services Pty Limited, Level 4, 

60 Carrington Street, Sydney NSW 2000.

Independent Directors’ recommendation

For the purpose of assessing all aspects of the Proposal, 

the Board of TSI Fund established an Independent Directors 

Committee comprising each of the Independent Directors 

of TSI Fund, being Mr David Mathlin, Ms Emma Stein and me.

To assist with performing this role, the Independent Directors 

appointed Merrill Lynch to act as financial adviser and Freehills 

to act as legal adviser to the Independent Directors in relation 

to the Proposal. The Independent Directors also appointed 

Deloitte as the Independent Expert to prepare a report for 

TSI Fund Securityholders which addressed all aspects of the 

Proposal, including not only the merits of the Schemes, but 

also the Ancillary Transactions.

As part of their assessment of the Proposal, the Independent 

Directors considered the outcomes of TSI Fund’s Capital 

Structure Review, the benefits and risks of potential alternatives 

available to maximise value for TSI Fund Securityholders and 

TSI Fund’s prospects if it remains listed on ASX, including the 

potential upside opportunities and downside risks relating to 

TSI Fund’s businesses. The Independent Directors also required 

full transparency of all aspects of the Proposal, including the 

Ancillary Transactions.

1  The Scheme Consideration will be reduced by any TSI Fund distributions declared or paid. See Section 8.13 of this Scheme Booklet for further information.

2  The price paid to TSE will be adjusted for notional distributions during a deferred payment period of 12 months and subject to downward adjustment if certain operational 

performance criteria are not met.
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>>Transfield Services Infrastructure Fund | 4

Having assessed the Proposal in the context of those 

alternatives and prospects, the Independent Directors 

ultimately concluded that the Proposal provides the best 

overall outcome available to TSI Fund Securityholders in terms 

of both value and certainty. Accordingly, the Independent 

Directors unanimously recommend that you VOTE IN FAVOUR 

of the Schemes, in the absence of a superior proposal. 

The Independent Directors who hold or control TSI Fund 

Securities intend to vote in favour of the Schemes, in the 

absence of a Superior Proposal. The detailed reasons for 

the Independent Directors’ recommendation are contained 

in Section 1 of this Scheme Booklet and you should read 

these reasons carefully. You should also have regard to 

the disadvantages and risks of the Proposal as outlined 

in Section 2 of this Scheme Booklet. 

Independent Expert

The Independent Expert has assessed the merits of the 

Schemes and Ancillary Transactions and concluded that the 

Schemes are fair and reasonable to, and therefore in the best 

interests of, TSI Fund Securityholders including having regard 

to the Ancillary Transactions. The Independent Expert has 

valued TSI Fund in the range of $0.70 to $0.86 per TSI Fund 

Security. This implies a value for 100% of TSI Fund’s equity 

of $307 to $377 million. 

The Independent Expert has examined the Ancillary Transactions 

and concluded that nothing has come to its attention that 

causes it to believe that they are not on arm’s length terms or 

that the consideration payable to TSE constitutes a collateral 

benefit over other TSI Fund Securityholders.

A copy of the Independent Expert’s Report is included 

in Annexure A.

How to vote

Detailed instructions on how to vote are set out in Section 4 

of this Scheme Booklet.

The Schemes require the approval of the requisite majorities 

of Eligible TSI Fund Securityholders at the Scheme Meetings 

scheduled to be held at 12.00pm on 21 June 2011 at the 

offices of Computershare Investor Services Pty Limited, Level 4, 

60 Carrington Street, Sydney NSW 2000. The Schemes also require 

approval by the Supreme Court of New South Wales and are 

subject to a number of conditions including the passing of all 

of the Resolutions to be considered at the Scheme Meetings. 

These conditions are summarised in Section 5.7 of this 

Scheme Booklet.

Further information in relation to the Schemes is contained 

in this Scheme Booklet and I encourage you to read it carefully 

as it will assist you in making an informed decision on how 

to vote. 

Your vote is important and your Independent Directors encourage 

you to vote by attending the Scheme Meetings or alternatively 

by completing the proxy form accompanying this Scheme Booklet 

and following the instructions in the Notices of Meetings.

Further information

If you require any further information in relation to this Scheme 

Booklet, the Proposal or the Scheme Meetings, please call the 

TSI Fund Information Line on 1300 560 339 from within Australia 

or +61 2 8011 0354 from outside Australia between 9.00am and 

5.00pm (Sydney time), Monday to Friday.

Alternatively you can go to TSI Fund’s website at www.tsifund.com

The Independent Directors commend the Proposal to you 

and look forward to receiving your support.

Yours faithfully,

Peter Young AM

Chairman
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Key dates

Date of this Scheme Booklet 17 May 2011

Latest date and time for receipt of proxy forms or powers of attorney 

for the Scheme Meetings
12.00pm on 19 June 2011

Time and date for determining eligibility to vote at the Scheme 

Meetings (Meeting Record Date)
7.00pm on 19 June 2011

Scheme Meetings to be held at the offices of 

Computershare Investor Services Pty Limited, 

Level 4, 60 Carrington Street, Sydney NSW 2000

12.00pm on 21 June 2011

If the Schemes are agreed to by TSI Fund Securityholders:

Second Court Hearing for approval of the Schemes and

Second Judicial Advice
22 June 2011

Effective Date 23 June 2011

Court order lodged with ASIC and announcement to ASX

Last day of trading in TSI Fund Securities – TSI Fund Securities 

suspended from trading on ASX from close of trading on ASX

23 June 2011

Record Dates 7.00pm on 30 June 2011

Time and date for determining eligibility to receive Scheme 

Consideration (Scheme Record Date)
7.00pm on 30 June 2011

Time and date for determining eligibility to receive any TSI Fund 

Securityholder distribution (Distribution Record Date)
7.00pm on 30 June 2011

Implementation Date 5 July 2011

Payment of Scheme Consideration to TSI Fund Scheme Securityholders 

(who hold TSI Fund Securities on the Scheme Record Date) 

Payment of any TSI Fund securityholder distribution to all holders of TSI Fund 

Securities (who hold TSI Fund Securities on the Distribution Record Date)

5 July 2011

All dates following the date of the Scheme Meetings are indicative only and, among other things, are subject to all necessary 

approvals from the Court and any other Regulatory Authority. Any changes to the above timetable (which may include an earlier 

or later date for the Second Court Hearing) will be announced through ASX and notified on TSI Fund’s website at www.tsifund.com

All references to time in this Scheme Booklet are references to Sydney time unless otherwise stated. Any obligation to do an act 

by a specified time in an Australian time zone must be done at the corresponding time in any other jurisdiction. 
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Section 1: Why you should vote in favour of the Schemes

The Proposal has a number of advantages, disadvantages and 

risks, which may affect TSI Fund Securityholders in different 

ways depending on their individual circumstances. TSI Fund 

Securityholders are encouraged to read this Scheme Booklet 

and seek professional advice on their particular circumstances, 

as appropriate. 

The Independent Directors have unanimously formed the 

view that the Proposal is in the best interests of TSI Fund 

Securityholders, in the absence of a Superior Proposal for 

the reasons set out below:

1. The Independent Directors unanimously recommend 

that you vote in favour of the Schemes as the Scheme 

Consideration provides the value and certainty of 

cash, thereby removing the risks and uncertainties 

of remaining a TSI Fund Securityholder

The Independent Directors of TSI Fund engaged advisers to 

assist in the process of evaluating the Proposal to determine 

whether it was in the best interests of the TSI Fund 

Securityholders other than TSE. As part of their assessment 

of the Proposal, the Independent Directors considered the 

outcomes of TSI Fund’s Capital Structure Review, the benefits 

and risks of potential alternatives available to maximise value 

for TSI Fund Securityholders and TSI Fund’s prospects if it 

remained listed on ASX, including the potential upside 

opportunities and downside risks relating to TSI Fund’s 

businesses as outlined in Section 2 and Section 6.5, 

respectively. In considering the Proposal, the Independent 

Directors noted the following considerations:

•  TSI Fund’s cost of capital, which has increased significantly since 

the initial public offering, has impacted TSI Fund’s ability 

to expand or replace the current portfolio of finite life assets;

•  the performance of the TSI Fund Security price since 

the completion of TSI Fund’s Capital Structure Review in 

May 2010 and the prospects for a material improvement 

in security price performance in the short to medium term; 

•  various risks to TSI Fund’s future cashflow, earnings and 

distribution profile from the possible introduction of a 

carbon price and continuation of low prices for electricity 

and large scale generation certificates; and

•  continuing negative equity market sentiment towards 

externally managed, listed infrastructure funds.

Having assessed the benefits and risks of TSI Fund’s strategic 

alternatives and the ongoing prospects and potential upside 

opportunities and downside risks of TSI Fund’s current business 

operations, the Independent Directors concluded that the 

Proposal provides the best overall outcome available to TSI Fund 

Securityholders in terms of value and certainty. Further information 

in relation to the alternatives considered by the Independent 

Directors is outlined in Section 5.6 of this Scheme Booklet.

The Independent Directors believe that the offer is attractive 

and provides an opportunity for TSI Fund Securityholders to 

realise cash value in the near term which may not be achievable 

for a considerable period if the Schemes do not proceed. 

The Independent Directors who hold or control TSI Fund Securities 

intend to vote in favour of the Schemes, in the absence 

of a Superior Proposal.

Peter Goode, the Managing Director and CEO of TSE, and 

Steve MacDonald are nominee directors for TSE on the TSI 

Fund Board. Given their positions, both Peter Goode and 

Steve MacDonald do not consider it appropriate to make a 

recommendation in respect of the Proposal and accordingly, 

both of them make no such recommendation.

Steve MacDonald will abstain from voting on the Schemes in 

respect of the TSI Fund Securities he owns. Peter Goode does 

not own any TSI Fund Securities. Section 11.1 of this Scheme 

Booklet contains details of the TSI Fund Directors’ interests 

in TSI Fund Securities.

2. The Independent Expert has concluded that the 

Schemes are fair and reasonable to, and therefore in 

the best interests of, TSI Fund Securityholders including 

having regard to the Ancillary Transactions

The Independent Expert, Deloitte, has concluded that the 

Schemes are fair and reasonable to, and in the best interests 

of, TSI Fund Securityholders including having regard to the 

Ancillary Transactions (in the absence of a Superior Proposal). 

The Independent Expert has examined the Ancillary Transactions 

and concluded that nothing has come to its attention that 

causes it to believe that they are not on arm’s length terms or 

that the consideration payable to TSE constitutes a collateral 

benefit over other TSI Fund Securityholders. 

Importantly, the Scheme Consideration is at the high end of the 

Independent Expert’s assessed valuation range of $0.70 – $0.86 

per TSI Fund Security.

A complete copy of the Independent Expert’s Report is included 

as Annexure A. The Independent Directors encourage you to 

read this report in full prior to deciding whether or not to vote 

in favour of the Schemes.F
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3. The Scheme Consideration3 of $0.85 cash represents 

a premium to trading prices on ASX prior to the 

announcement of the approach from RATCH

The Scheme Consideration of $0.85 cash is an attractive price 

and represents a premium to average historical trading prices 

of TSI Fund Securities equating to a:

•  38% premium to TSI Fund’s closing price on 

30 March 2011 – the day prior to the announcement 

of the approach from RATCH;

•  47% premium to the volume weighted average price 

for the 3 month period up to 30 March 2011;

•  39% premium to the volume weighted average price 

for the 6 month period up to 30 March 2011;

•  32% premium to the volume weighted average price for 

the period from the announcement of TSI Fund’s Capital 

Structure Review on 11 May 2010 to 30 March 2011; and

•  21% premium to the $0.70 offer price for TSI Fund Securities 

in the equity raising conducted in May 2010.

The graph below illustrates the premium being offered to 

TSI Fund Securityholders relative to TSI Fund’s trading prices 

on ASX prior to the announcement on 31 March 2011.

3  The Scheme Consideration will be reduced by any TSI Fund distributions declared 

or paid. See Section 8.13 of this Scheme Booklet for further information.

4. No Superior Proposal has emerged prior to, 

or following, the announcement of the approach 

from RATCH

TSI Fund has considered a range of alternative strategies over 

the past two years and implemented a number of initiatives 

designed to maximise value to TSI Fund Securityholders.

As part of TSI Fund’s Capital Structure Review, the conclusion 

of which was announced in May 2010, a range of proposals 

were solicited and investigated by TSI Fund, including the 

sale of TSI Fund’s assets, either individually or in combination, 

as well as strategies to take TSI Fund private.

Following the conclusion of TSI Fund’s Capital Structure Review, 

TSE received approaches from a number of interested parties 

in relation to TSE’s securityholding in TSI Fund. The outcome 

of discussions following these approaches was the Proposal from 

RATCH, which was submitted to the Independent Directors 

of TSI Fund and announced to ASX on 31 March 2011. 

Since the announcement of RATCH’s approach on 31 March 2011 

and up to the date of this Scheme Booklet, no Superior Proposal 

has emerged. Given the previous proposals considered by 

both TSI Fund and TSE, the time that has elapsed since the 

announcement of RATCH’s approach by TSI Fund, the fact 

that RATCH’s approach has been widely published and the 

fact that no other proposal has emerged, it is the view of the 

Independent Directors that an alternative proposal is unlikely 

to emerge prior to the Scheme Meetings.
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TSI Fund Security Price Since April 2010

A$

Announcement of $110 million equity raising on 11 May 2010

following completion of Capital Structure Review

TSI Fund Scheme Consideration

Closing price day prior to 

announcement of RATCH approach

0.50

0.55

0.60

0.65

0.70

0.75

0.80

0.85

0.90

0.95

1.00

Mar-11Jan-11Oct-10Aug-10Jun-10Apr-10

Section 1: Why you should vote in favour of the Schemes continued

5. The price for TSI Fund Securities is likely to fall 

if the Schemes are not implemented

The Scheme Consideration4 of $0.85 cash per TSI Fund Security 

represents a 38% premium to the closing price of TSI Fund 

Securities on the day prior to the announcement of the approach 

from RATCH. For the 12 month period prior to the announcement 

of the approach from RATCH, the volume weighted average 

price of TSI Fund Securities was $0.66. Following the 

announcement, the TSI Fund Security price rose significantly 

and the volume weighted average price for the period from 

that announcement to 16 May 2011 is $0.81. The TSI Fund 

Security price history is depicted in the graph below.

If the Schemes do not become Effective and in the absence of 

an alternative proposal emerging which is similar or superior to 

the Proposal, it is likely that the price at which TSI Fund Securities 

trade on ASX will fall from current levels.

6. No brokerage or stamp duty will be payable on the 

transfer of your TSI Fund Securities under the Schemes

You will not incur any brokerage or stamp duty on the transfer 

of your TSI Fund Securities to RHIS pursuant to the Schemes.

4  The Scheme Consideration will be reduced by any TSI Fund distributions declared or paid. See Section 8.13 of this Scheme Booklet for further information.
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Section 2: Disadvantages and risks of the Proposal

The Proposal gives rise to certain potential disadvantages and 

risks that TSI Fund Securityholders must consider in deciding 

whether or not to vote in favour of the Schemes.

Although your Independent Directors recommend that you 

vote in favour of the Schemes (in the absence of a Superior 

Proposal) and the Independent Expert has concluded that the 

Schemes are fair and reasonable to, and in the best interests 

of, TSI Fund Securityholders including having regard to the 

Ancillary Transactions, you may be influenced by other factors, 

including those set out below, to vote against the Schemes.

1. You may disagree with the Independent Directors 

and the Independent Expert and believe that the 

Proposal is not in your best interests

Despite the views of the Independent Directors and the 

Independent Expert, you may believe that the Proposal is 

not in the best interests of TSI Fund Securityholders or not 

in your individual interests.

2. If the Proposal proceeds, you will no longer 

be a holder of TSI Fund Securities and you will not 

participate in any potential upside that may result 

from being a holder of TSI Fund Securities

If the Schemes are implemented, you will no longer be 

a TSI Fund Securityholder. This will mean that you will not 

participate in any potential upside that may result from being 

a TSI Fund Securityholder. This may include the right to share 

in upside potential in TSI Fund’s businesses, including potential 

valuation upside arising from the finalisation and implementation 

of government policy in relation to carbon pricing, and any 

potential future distributions on TSI Fund Securities. You will 

also cease to have the right to influence the future direction 

of TSI Fund through your voting rights as a TSI Fund Securityholder.

3. The tax consequences of the Schemes for you may 

not suit your financial position

Implementation of the Schemes may trigger taxation consequences 

for TSI Fund Scheme Securityholders. In particular, you may 

realise a capital gain to the extent the proposed consideration 

received by you exceeds the tax cost base of your TSI Fund 

Scheme Securities or a capital loss to the extent the proposed 

consideration received by you is less than the tax cost base of 

your TSI Fund Securities. TSI Fund Securityholders should read 

the taxation implications outlined in Section 10 of this Scheme 

Booklet and seek professional taxation advice with respect to 

their individual circumstances.

4. Possibility of a Superior Proposal emerging

You may believe that there is potential for a Superior Proposal 

to be made in the foreseeable future. As at the date of this 

Scheme Booklet, no Superior Proposal has been received 

by the Independent Directors.

5. Maintain your investment profile

You may wish to maintain your investment in TSI Fund in order 

to have an investment in a publicly listed fund with the specific 

characteristics of TSI Fund in terms of industry, operational 

profile, size, capital structure and potential distribution stream. 

Implementation of the Schemes may result in a disadvantage 

to those who wish to maintain their investment profile. 

TSI Fund Securityholders who wish to maintain their investment 

profile may find it difficult to find an investment with a similar 

profile to that of TSI Fund and they may incur transaction costs 

in undertaking any new investment. 
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Section 3: Frequently asked questions

Question Answer

What is the Proposal? The Proposal comprises the Schemes and the Ancillary Transactions.

What are the Schemes? The Schemes are the schemes of arrangement and the trust scheme between 

TSI Fund and TSI Fund Securityholders at the Scheme Record Date (other than 

TSE). The Schemes will effect the acquisition by RHIS of all of the TSI Fund 

Securities other than those held by TSE.

What are the Ancillary Transactions? Under the Ancillary Transactions (which are conditional on the implementation 

of the Schemes): 

•  RHIS will acquire a 23.84% legal interest in TSI Fund from TSE at the same 

time as implementation of the Schemes, so that RHIS’s securityholding 

will increase to 80%. TSI Fund will then be restructured in order for TSIL 

to become the holding company. TSE will continue to hold an economic 

interest in 43.84% of TSI Fund (in the form of debt and equity securities 

in TSIL). TSE will subsequently sell a portion of its economic interest to 

RHIS over a period of 12 months (subject to extension by up to another 

2 years), leaving it with a 20% economic interest.

•  RHIS and TSE will enter into a Shareholders Agreement to govern the 

ongoing management and governance arrangements for TSIL following 

the de-listing of TSI Fund. 

•  TSI Fund and TSE will terminate the existing Management Services Agreement 

for no consideration, and enter into a Transitional Services Agreement that 

provides for TSE to continue to provide certain corporate services to TSIL for 

a period of up to 3 years while TSIL builds its own capability. The intention 

is that TSE will be paid an amount which covers its costs of providing the 

services, plus a commercial margin.

•  TSIL will acquire TSE’s development business and portfolio of development 

opportunities (including the wind farm development portfolio) for a price 

of up to $25 million, with $10 million payable immediately following 

implementation of the Schemes plus three further payments of $5 million 

upon the achievement of specific development milestones. 

•  TSIL and TSE will make certain amendments to the Operations & Maintenance 

Alliance Agreement the effect of which is to introduce a periodic market 

review process for the price and other terms on which TSE currently 

provides O&M services.

For further information regarding the Ancillary Transactions, see Sections 5.3 

and 9 of this Scheme Booklet. These transactions are complex, and TSI Fund 

Securityholders should have regard to the Independent Expert’s analysis of and 

conclusions on the overall economic effect of these transactions taken as a whole.

What is the Scheme Consideration? If the Schemes are approved and implemented, each person who is a TSI Fund 

Securityholder on the Scheme Record Date (referred to in this Scheme Booklet 

as TSI Fund Scheme Securityholders) will receive Scheme Consideration of 

$0.85 per TSI Fund Scheme Security. 

The Scheme Consideration will be reduced by any TSI Fund distributions declared 

or paid. See Section 8.13 of this Scheme Booklet for further information.

What do the Independent Directors 

recommend?

The Independent Directors unanimously recommend that you vote in favour 

of the Schemes, in the absence of a Superior Proposal.
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Question Answer

What is the opinion of the 

Independent Expert?

The Independent Expert has concluded that: 

•  the Schemes are fair and reasonable to, and in the best interests of, 

TSI Fund Securityholders including having regard to the Ancillary 

Transactions (in the absence of a Superior Proposal); 

• nothing has come to its attention that causes it to believe that: 

 >  the Ancillary Transactions between RATCH and TSE are not on arm’s 

length terms; or 

 >  the consideration payable under the Ancillary Transactions constitutes 

the receipt by TSE of a collateral benefit for the purposes of the 

Corporations Act as interpreted by the Takeovers Panel in its Guidance 

Note 21; and 

•  nothing has come to its attention in respect of the Ancillary Transactions 

that would cause it to qualify the conclusion contained in the Independent 

Expert’s Report in relation to the Schemes.

Who are RATCH and RHIS? Ratchaburi Electricity Generating Holding PCL (RATCH) is a company 

incorporated in Thailand and listed on the Stock Exchange of Thailand trading 

under the code RATCH. 

RATCH is a leading Thai power generation company established in March 2000 

as part of the privatisation of the Electricity Generating Authority of Thailand (EGAT). 

RATCH currently has a total capacity of approximately 4,348MW, which 

represents approximately 14% of the installed electricity generation capacity in 

Thailand. Its operations principally consist of a number of thermal and hydro-power 

plants through its subsidiaries and affiliates in Thailand and Lao PDR.

EGAT is a Thai state-owned enterprise that invests in and operates electricity, 

power and related businesses in Thailand and holds approximately a 50% market 

share. EGAT has a 45% interest in RATCH, and also has 3 representatives on 

RATCH’s 12-member board of directors. 

RATCH’s market capitalisation was 58,000 million Baht (A$1,992.95 million) 

as at 21 April 2011. 

The acquisition of TSI Fund Scheme Securities under the Schemes will 

be made by RH International (Singapore) Corporation Pte. Ltd. (RHIS). 

RHIS is 99.99% owned by RATCH through its subsidiaries. RATCH has 

guaranteed the obligations of RHIS under the Schemes.

Further information in relation to RATCH is set out in Section 7 of this 

Scheme Booklet.

When and where will the Scheme Meetings 

be held?

The Scheme Meetings will be held at 12.00pm on 21 June 2011 at the offices 

of Computershare Investor Services Pty Limited, Level 4, 60 Carrington Street, 

Sydney NSW 2000.

Am I entitled to vote? If you are a TSI Fund Securityholder who is registered on the Register on the 

Meeting Record Date (7.00pm on 19 June 2011), you will be entitled to attend 

and vote at the Scheme Meetings (subject to the relevant Notice of Meeting). 

How do I vote if I am not able to attend the 

Scheme Meetings?

You may complete the enclosed personalised Proxy/Voting Form in accordance 

with the instructions and return it in the reply paid envelope enclosed, by mail, 

by facsimile, in person or by submitting proxy appointments online at 

www.tsifund.com.

The deadline for lodging your Proxy/Voting Form is 12.00pm on 19 June 2011.

Information setting out how you may appoint a proxy or attorney is contained 

in the Notices of Meetings.
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Section 3: Frequently asked questions continued

Question Answer

What votes are required to approve 

the Proposal?

Different voting majorities apply for the Resolutions to be considered 

at the Scheme Meetings. 

Share Scheme Meetings 

At each Share Scheme Meeting, the relevant Share Scheme Resolution must 

be approved by: 

•  a majority in number of Eligible TSIL Shareholders and Eligible TSIIL Shareholders 

(as applicable) present and voting in person, by proxy or by corporate 

representative or attorney at the relevant Share Scheme Meeting; and 

•  at least 75% of the total number of votes cast by Eligible TSIL Shareholders 

and Eligible TSIIL Shareholders (as applicable) at the relevant Share 

Scheme Meeting. 

The Court has the discretion to waive the first of these two requirements 

if it considers appropriate to do so. 

Trust Scheme Meeting 

At the Trust Scheme Meeting, two separate resolutions will need to be approved: 

Amendment Resolution 

The amendment to the TSIT Constitution to authorise all actions necessary 

or desirable for the transfer of all the TSIT Units other than those held by 

TSE to RHIS (referred to in this Scheme Booklet as the Amendment Resolution) 

must be approved by at least 75% of the total number of votes cast on the 

Amendment Resolution by Eligible TSIT Unitholders. 

Acquisition Resolution 

In addition to the Amendment Resolution, the acquisition by RHIS of all the 

TSIT Units other than those held by TSE (referred to in this Scheme Booklet 

as the Acquisition Resolution) must be approved by more than 50% of the 

total number of votes cast by Eligible TSIT Unitholders. 

For further information on the voting majority required to approve each 

Resolution, refer to Sections 8.5 and 8.6 of this Scheme Booklet.

Are there any conditions to be satisfied? The Schemes must be approved by the requisite majorities and the Court. 

The Schemes are also subject to a number of other conditions discussed at 

Sections 5.7 and 8.1 of this Scheme Booklet which include the following: 

•  no Material Adverse Change, TSI Fund Prescribed Event or material breach 

of a TSI Fund warranty occurring prior to the Second Court Date;

•  no event of default under the TSIL Syndicated Facility Agreement (other than 

in relation to the Proposal or implementation of the Proposal); and

• certain regulatory approvals. 

These conditions must be satisfied or waived for the Schemes to proceed.

When will the results of the Scheme 

Meetings be known?

The results of the Scheme Meetings will be available shortly after the conclusion 

of the Scheme Meetings and will be announced to ASX once available. 

Even if the Resolutions are passed, the Schemes are subject to the approval 

of the Court.

When will I be paid? Payment of the Scheme Consideration and any distributions is expected 

to be made on or about 5 July 2011.

How will I be paid? All payments will be made by direct deposit into your nominated bank 

account, as advised to the Registry as at the Scheme Record Date. If you 

have not nominated a bank account, payment will be by cheque.
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Question Answer

What happens if the Schemes 

do not proceed?

The Schemes are inter-conditional. If one or more of the Schemes do not 

become Effective, then none of the Schemes will proceed. If the Schemes 

do not proceed, TSI Fund Scheme Securityholders will not receive the 

Scheme Consideration and will retain their TSI Fund Securities. 

The Ancillary Transactions are also conditional on the Schemes being implemented.

What are the risks relating to TSI Fund’s 

businesses?

There are a number of risks relating to TSI Fund’s businesses which will 

continue to be relevant to TSI Fund Securityholders if the Schemes do not 

proceed, including, but not limited to: 

• the nature of its operations; 

• climate change legislation and regulation; 

•  contracting, recontracting and renewal of contracts and replacement 

of assets; 

• availability of wind; 

• risks associated with the Loy Yang A power station; 

• financing constraints; 

• asset impairment; and 

• possible reduction in the carrying value of Loy Yang A. 

TSI Fund is also subject to other TSI Fund specific risks and general investment 

risks which are contained in Section 6.5 of this Scheme Booklet.

Why is TSE retaining a 20% interest? At the time of the TSI Fund IPO, TSE’s stated strategy was to dilute down over 

time as TSI Fund raised new equity to fund developments. The Sell-Down 

Transaction achieves this objective with TSE reducing its ownership from 43.8% 

to 20% over 12 months. TSI Fund understands that TSE intends to work with 

RATCH as a partner in relation to TSI Fund and, to ensure the appropriate 

alignment of interest between operator and owner of the asset, it was agreed 

that TSE would retain 20% interest in TSI Fund.

Why is the Management Services 

Agreement being terminated for 

no consideration?

TSI Fund understands that TSE decided against accepting consideration for 

the termination of the Management Services Agreement because TSE was 

of the view that an outcome which was equitable and delivered the highest 

possible consideration to all TSI Fund Securityholders was an essential 

component of the overall Proposal.

Further information on the termination of the Management Services Agreement 

and entry into the Transitional Services Agreement is set out in Section 9.6. 

Additionally, further information on the other Ancillary Transactions is set out 

in Sections 5.3 and 9.

Where can I find further information? For further information regarding the Schemes, please call the TSI Fund 

Information Line on 1300 560 339 from within Australia or +61 2 8011 0354 from 

outside Australia between 9.00am and 5.00pm (Sydney time), Monday to Friday.
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Section 4: How to vote

4.1 Your vote is important

For the Proposal to proceed, it is necessary that sufficient 

Eligible TSI Fund Securityholders vote in favour of the Schemes.

If you are a TSI Fund Securityholder who is registered on the 

Register on the Meeting Record Date, you will be entitled 

to attend and vote at the Scheme Meetings (subject to the 

relevant Notice of Meeting).

4.2 Voting entitlement

TSE has advised that it will not vote on any of the Resolutions 

to be considered at the Scheme Meetings.

Otherwise, each TSI Fund Securityholder who is registered on 

the Register on the Meeting Record Date is entitled to attend 

and vote at the Scheme Meetings (subject to the relevant Notice 

of Meeting), in person or by proxy or attorney or, in the case 

of a corporation which is an Eligible TSI Fund Securityholder, by 

its representative appointed in accordance with the Corporations 

Act. Accordingly, registrable transmission applications or transfers 

registered after this time will be disregarded in determining 

entitlements to vote at the Scheme Meetings.

Voting is not compulsory.

4.3 Notices of Meetings

The Scheme Meetings will be held simultaneously at 

12.00pm on 21 June 2011 at the offices of Computershare 

Investor Services Pty Limited, Level 4, 60 Carrington Street, 

Sydney NSW 2000.

The Notices of Meetings are contained in Annexure F 

to this Scheme Booklet.

4.4 Procedure

You may vote on the Resolutions by attending the 

Scheme Meetings in person, or by proxy, attorney, or, 

in the case of a corporation which is a TSI Fund Securityholder, 

by corporate representative.

Further information on the methods of voting is contained 

in the Notices of Meetings attached at Annexure F.

(a) Voting in person

You must attend the Scheme Meetings to vote in person 

(see Section 4.2 of this Scheme Booklet). 

An Eligible TSI Fund Securityholder who wishes to attend 

and vote in person will be admitted to the meeting and given 

a voting card at the point of entry to the meeting on disclosing 

their name and address.

(b) Voting if you are not attending the meetings

To appoint a proxy to vote on your behalf in respect of the 

Resolutions, you may complete the enclosed personalised 

Proxy/Voting Form in accordance with the instructions 

and return it in the reply paid envelope enclosed, by mail, 

by facsimile, in person or by submitting proxy 

appointments online at www.tsifund.com.

If your proxy is signed by an attorney, please also enclose the 

authority under which the proxy is signed (or a certified copy 

of the authority). 

Proxy/Voting Forms and powers of attorney must be received 

by the Registry (whether in person, by mail, facsimile or internet) 

by no later than 12.00pm on 19 June 2011. 

Proxy/Voting Forms and powers of attorney received after this 

time will not be effective. 

Information setting out how you may vote or appoint a proxy 

or attorney is contained in the Notices of Meetings.

4.5 TSI Fund Information Line

For further information regarding the Schemes, please call 

the TSI Fund Information Line on 1300 560 339 from within 

Australia or +61 2 8011 0354 from outside Australia between 

9.00am and 5.00pm (Sydney time), Monday to Friday.
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Section 5: Summary of the Proposal

5.1 Summary of the Schemes

On 2 May 2011, TSI Fund announced that it had entered into 

a Scheme Implementation Agreement with RATCH and RHIS, 

under which it is proposed RHIS will acquire all of the TSI Fund 

Securities (other than those held by TSE) via schemes of 

arrangement and a trust scheme, subject to regulatory 

and Eligible TSI Fund Securityholder approval.

If the Schemes become Effective:

•  all TSI Fund Securities other than those held by TSE 

will be transferred to RHIS; and

•  all TSI Fund Securityholders with the exception of TSE 

on the Register on the Scheme Record Date (whether 

or not they voted for or against the Resolutions) will receive 

the Scheme Consideration (in this Scheme Booklet, those 

TSI Fund Securityholders are referred to as TSI Fund 

Scheme Securityholders).

This Scheme Booklet contains important information that 

TSI Fund Securityholders should consider in deciding whether 

or not to vote in favour of the Schemes.

5.2 What you will receive under the Schemes

If the Schemes become Effective, TSI Fund Scheme 

Securityholders will receive Scheme Consideration of $0.85 

cash per TSI Fund Scheme Security. The Scheme Consideration 

will be reduced by any TSI Fund distributions declared or paid. 

See Section 8.13 of this Scheme Booklet for further information.

All payments will be made by direct deposit into your nominated 

bank account, as advised to the Registry as at the Scheme Record 

Date. If you have not nominated a bank account, payment will 

be by cheque.

Payment of the Scheme Consideration will be made on the 

Implementation Date, currently expected to be on or about 

5 July 2011.

If a TSI Fund Scheme Securityholder does not have a registered 

address or TSI Fund considers the TSI Fund Scheme Securityholder 

is not known at its registered address and no bank account has 

been nominated, payments due will be held by TSI Fund until 

claimed or applied under laws dealing with unclaimed money.

5.3 Summary of the Ancillary Transactions

TSE, RATCH and RHIS have entered into a Transaction Framework 
Agreement (TFA) in relation to TSE’s holding of TSI Fund Securities, 
and a series of Ancillary Transactions (summarised below) which 
are to be undertaken subject to implementation of the Schemes.

The key commercial effect of the TFA is that TSE will sell 
a 23.84% economic interest in TSI Fund to RHIS (leaving TSE 
with a 20% economic interest). TSE will essentially receive from 
RHIS an amount for its 23.84% interest that is equivalent to the 
amount received by the other TSI Fund Securityholders for 
their TSI Fund Securities, namely $0.85 per security (less the 
distribution to be paid by TSI Fund for the half year ending 
30 June 2011). 

As a holder of equity and debt securities in TSIL following the 
restructure of TSI Fund, TSE will also receive distributions and 

dividends on its investment. In each 6 month period in the first 
12 months following implementation of the Schemes, TSE will 
receive a minimum distribution amount equal in aggregate to 
4.1 cents per security. However, TSE is also at risk of receiving a 
lower purchase price from RHIS for its securities than the other 
TSI Fund Securityholders receive if certain performance and 
operational benchmarks are not met. There is no increase in 
the purchase price if the benchmarks are exceeded.

An overview of the TFA and Ancillary Transactions follows:

•  RHIS will acquire a 23.84% legal interest in TSI Fund from TSE 
at the same time as implementation of the Schemes, so that 
RHIS’s securityholding will increase to 80%. TSI Fund will then 
be restructured in order for TSIL to become the holding 
company. TSE will continue to hold an economic interest in 
43.84% of TSI Fund (in the form of debt and equity securities 
in TSIL). TSE will subsequently sell a portion of its economic 
interest to RHIS over a period of 12 months (subject to 
extension by up to another 2 years), leaving it with a 20% 
economic interest.

•  RHIS and TSE will enter into a Shareholders Agreement 
to govern the ongoing management and governance 
arrangements for TSIL following the de-listing of TSI Fund.

•  TSI Fund and TSE will terminate the existing Management 
Services Agreement for no consideration, and enter into 
a Transitional Services Agreement that provides for TSE to 
continue to provide certain corporate services to TSIL for a 
period of up to 3 years while TSIL builds its own capability. 
The intention is that TSE will be paid an amount which covers 
its costs of providing the services, plus a commercial margin.

•  TSIL will acquire TSE’s development business and portfolio 
of development opportunities (including the wind farm 
development portfolio) for a price of up to $25 million, with 
$10 million payable immediately following implementation 
of the Schemes plus three further payments of $5 million 
upon the achievement of specific development milestones.

•  TSIL and TSE will make certain amendments to the Operations 
& Maintenance Alliance Agreement, the effect of which is to 
introduce a periodic market review process for the price and 
other terms on which TSE currently provides O&M services.

This is a high level overview of the Ancillary Transactions, which are 
summarised in further detail in Section 9 below. These transactions 
are complex, and TSI Fund Securityholders should have regard 
to the Independent Expert’s analysis of and conclusions on the 

overall economic effect of these transactions taken as a whole.

5.4 Recommendation and voting intentions of the 

Independent Directors

The Independent Directors unanimously recommend that 

TSI Fund Securityholders support the Proposal by voting in 

favour of the Schemes, in the absence of a Superior Proposal.

The Independent Directors who hold or control TSI Fund 

Securities intend to vote in favour of the Schemes, in the 

absence of a Superior Proposal.

The Independent Directors believe that the reasons for 

TSI Fund Securityholders to vote in favour of the Schemes 

outweigh the reasons to vote against the Schemes.
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Section 5: Summary of the Proposal continued

In making their recommendation, the Independent Directors 
have considered the advantages and disadvantages and risks 
of the Proposal and in particular, the following:

•  the reasons for TSI Fund Securityholders to vote in favour of 
the Schemes, as set out in Section 1 of this Scheme Booklet;

•  the potential disadvantages and risks of the Proposal, as set 
out in Section 2 of this Scheme Booklet; 

•  the potential upside opportunities and downside risks 
associated with TSI Fund’s businesses, as set out in Section 2 
and Section 6.5 of this Scheme Booklet, respectively; and

•  the report of the Independent Expert, which is set out 
in Annexure A of this Scheme Booklet.

In considering whether to vote in favour of the Schemes, 
your Independent Directors encourage you to:

• read the whole of this Scheme Booklet;

•  have regard to your individual risk profile, portfolio strategy, 
tax position and financial circumstances; and

•  obtain financial advice from your broker or financial adviser 
on the Schemes and obtain taxation advice on the effect 
of the Schemes becoming Effective.

The interests of TSI Fund Directors in TSI Fund are disclosed 
in Section 11.1 of this Scheme Booklet.

If a Superior Proposal emerges, it will be announced to 
ASX and the Independent Directors will carefully reconsider 

the Proposal and advise you of their recommendation.

5.5 Independent Expert’s conclusions

The Independent Directors commissioned the Independent 
Expert, Deloitte, to prepare a report on the Schemes to 
ascertain whether the transactions contemplated by the 
Schemes are fair and reasonable to, and in the best interest 
of, TSI Fund Securityholders including having regard to the 
Ancillary Transactions. The Independent Expert was also 
engaged to provide an analysis and assessment of the 
Ancillary Transactions which contain:

•  an opinion as to whether or not anything has come 
to its attention that causes it to believe that:

 >  the Ancillary Transactions between RATCH and TSE 
are not on arm’s length terms; or

 >  whether the consideration payable under the Ancillary 
Transactions constitutes the receipt by TSE of a collateral 
benefit for the purposes of the Corporations Act as 
interpreted by the Takeovers Panel Guidance Note 21: 
Collateral Benefits (GN21); and

•  confirmation that nothing has come to its attention in 
respect of the Ancillary Transactions that would cause 
it to qualify the conclusions reached in the Independent 

Expert’s Report in relation to the Schemes.

The Independent Expert has concluded that the Schemes 
are fair and reasonable to, and in the best interests of, TSI Fund 
Securityholders including having regard to the Ancillary 
Transactions (in the absence of a Superior Proposal).

The Independent Expert has also concluded that:

•  nothing has come to its attention that causes it to believe that:

 >  the Ancillary Transactions between RATCH and 

TSE are not on arm’s length terms; or

 >  the consideration payable under the Ancillary Transactions 

constitutes the receipt by TSE of a collateral benefit for 

the purposes of the Corporations Act as interpreted by 

the Takeovers Panel in its Guidance Note 21; and

•  nothing has come to its attention in respect of the Ancillary 

Transactions that would cause it to qualify the conclusion 

contained in the Independent Expert’s Report in relation 

to the Schemes.

The Independent Expert’s report contains the reasons for the 

Independent Expert’s conclusions. It is set out in full in Annexure A, 

and TSI Fund Securityholders are encouraged to read it.

5.6 Other alternatives considered

TSI Fund has considered a range of alternative strategies over 
the past two years and implemented a number of initiatives 
designed to maximise value to TSI Fund Securityholders.

In response to TSI Fund’s Capital Structure Review (the conclusion 
of which was announced in May 2010), a range of proposals 
were received and investigated by TSI Fund, including the 
sale of TSI Fund’s assets, either individually or in combination, 
as well as strategies to take TSI Fund private. These proposals 
were considered not to be in the best interests of TSI Fund 
and ultimately not pursued.

After conducting a comprehensive review, TSI Fund 
implemented the following initiatives:

(a) the sale of Mt Millar wind farm for $191 million;

(b)  a fully underwritten equity raising of $110 million, 
supported by TSE as majority securityholder; and

(c)  a refinancing with TSI Fund’s lenders to reduce the amount 
of its syndicated debt facility and to extend the maturity 
of that facility from September 2011 to May 2015.

Following implementation of the initiatives described above, TSE 
received approaches from interested parties in relation to TSE’s 
securityholding in TSI Fund. TSE conducted discussions with these 
parties and the outcome of these discussions was the Proposal 
from RATCH which was submitted to the Independent Directors 
of TSI Fund and announced to ASX on 31 March 2011.

The Independent Directors of TSI Fund engaged advisers to assist 
it in the process of evaluating the Proposal to determine whether 
it was in the best interests of the TSI Fund Securityholders other 
than TSE. As part of their assessment of the Proposal, the 
Independent Directors considered the outcomes of TSI Fund’s 
Capital Structure Review, the benefits and risks of potential 
alternatives available to maximise value for securityholders and 
TSI Fund’s prospects if it remained listed on ASX, including the 
potential upside opportunities and downside risks relating to 
TSI Fund’s businesses as outlined in Section 2 and Section 6.5 of 
this Scheme Booklet, respectively. In considering the Proposal, 
the Independent Directors noted the following considerations:
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•  TSI Fund’s cost of capital, which has increased significantly 
since the initial public offering, has impacted its ability to 

expand or replace the current portfolio of finite life assets;

•  the performance of the TSI Fund Security price since the 
completion of TSI Fund’s Capital Structure Review in May 2010 
and the prospects for a material improvement in security 
price performance in the short to medium term; 

•  various risks to TSI Fund’s future cashflow, earnings and 
distribution profile from the possible introduction of a 
carbon price and continuation of low prices for electricity 
and large scale generation certificates; and

•  continuing negative equity market sentiment towards 
externally managed, listed infrastructure funds.

Having assessed the benefits and risks of TSI Fund’s strategic 
alternatives and the ongoing prospects and risks of TSI Fund’s 
current business operations, the TSI Fund Independent Directors 
considered that the Proposal provides the best overall outcome 

available to TSI Fund Securityholders in terms of value and certainty.

5.7 Conditions Precedent to the Schemes

The Schemes are subject to a number of Conditions Precedent 
including but not limited to:

(a)  no objection under foreign investment laws in Australia 
to the Proposal;

(b)  regulatory approvals, including ASIC modifications to 
facilitate the Trust Scheme, ASIC granting relief in relation to 
the RHIS and TSE arrangements for the purposes of section 
606 of the Corporations Act and ASX granting a waiver in 
relation to the performance of the Development Portfolio 
Sale Agreement for the purposes of ASX Listing Rule 10.1;

(c) approval of the Schemes by the Court;

(d)  approval of the Resolutions by Eligible TSI Fund Securityholders 
by the requisite majorities;

(e)  no Material Adverse Change occurs or becomes known 
to RHIS between the date of the Scheme Implementation 
Agreement and 8.00am on the Second Court Date;

(f)  no occurrence of a TSI Fund Prescribed Event between 
the date of the Scheme Implementation Agreement and 
8.00am on the Second Court Date;

(g)  the representations and warranties made by TSI Fund, 
RATCH and RHIS in the Scheme Implementation Agreement 
being true and correct in all material respects as at the date 
of the Scheme Implementation Agreement and at 8.00am 
on the Second Court Date; and

(h)  no Event of Default (as defined in the TSIL Syndicated 
Facility Agreement) has occurred after the date of the 
Scheme Implementation Agreement and which is continuing 
at 8.00am on the Second Court Date (other than an event 
of default that occurs as a result of (in summary) the 
Proposal or implementation of the Schemes or Ancillary 
Transactions or any person having or exercising any rights 
in relation to a contract to which TSI Fund is a party 
as a result of any change of control of TSI Fund Group.

The Schemes will not proceed unless all the conditions are 
satisfied or waived in accordance with the Scheme Implementation 

Agreement. As stated in Section 11.4 of this Scheme Booklet, 
the condition precedent relating to approval of the Proposal 
by the Foreign Investment Review Board has been satisfied. 
Further information regarding these conditions and other 
conditions to the Schemes are set out in Section 8.1 of this 
Scheme Booklet.

As at the date of this Scheme Booklet, TSI Fund is not aware 
of any circumstances which would cause the conditions 

of the Schemes referred to above and set out in more detail 

in Section 8.1 of this Scheme Booklet not to be satisfied.

5.8 If the Schemes do not proceed

If the Schemes do not proceed, TSI Fund Securityholders 

will continue to hold TSI Fund Securities.

In the absence of any alternative or competing proposal 

to the Proposal, TSI Fund will continue as a stand alone entity, 

allowing TSI Fund Securityholders to share in any upside 

potential in TSI Fund’s businesses. TSI Fund Securityholders 

will also be exposed to the risks relating to TSI Fund’s 

businesses set out in Section 6.5 of this Scheme Booklet.

Prior to the Scheme Meetings, transaction costs of approximately 

$4 million (excluding GST) will have been incurred, or will be 

committed, by TSI Fund in relation to the Proposal. Those 

transaction costs have either already been paid, or will be 

payable by TSI Fund regardless of whether or not the Schemes 

are implemented. If the Schemes do proceed, additional costs 

will be incurred.

5.9 Tax implications

The transfer of your TSI Fund Scheme Securities pursuant to 

the Schemes may be a taxable transaction for you. You should 

seek your own professional advice regarding the individual 

tax consequences applicable to you. A summary of relevant 

taxation implications is contained in Section 10 of this 

Scheme Booklet.

5.10 No brokerage or stamp duty

TSI Fund Scheme Securityholders will not incur any brokerage 

or stamp duty in connection with the transfer of their 

TSI Fund Securities pursuant to the Schemes. 

5.11 Warranties by TSI Fund Scheme Securityholders

The Schemes provide that each TSI Fund Scheme 
Securityholder is taken to have warranted to TSI Fund and 
RHIS, and appointed and authorised TSI Fund as its attorney 
and agent to warrant to RHIS, that all their TSI Fund Scheme 
Securities (including any rights and entitlements attaching to 
those securities) which are transferred under the Schemes will, 
at the date of transfer, be fully paid and free from all mortgages, 
charges, liens, encumbrances, pledges, security interests and 
interests of third parties of any kind, whether legal or otherwise, 
and restrictions on transfer of any kind, and that they have 
full power and capacity to sell and to transfer their TSI Fund 

Scheme Securities to RHIS together with any rights attaching 

to those securities.
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Section 6: Information about TSI Fund

6.1 Overview of TSI Fund

Transfield Services Infrastructure Fund (TSI Fund) is a public 
listed entity, which owns a portfolio of interests in essential 
infrastructure assets including five power stations, two water 

filtration plants and three wind farms.

6.2 Overview of TSI Fund’s assets

Thermal energy

(1) Kemerton Power Station

Kemerton Power Station is located 170km south of Perth, 
Western Australia. It is wholly owned by TSI Fund and operated 
and maintained by TSE.

It operates as a peaking plant and provides input into the 
South West Interconnected System (SWIS) in Western Australia. 
The power station comprises two open cycle gas turbines. It was 
developed by TSE and commenced operation in November 2005.

In June 2008, TSI Fund completed a 40MW upgrade to Kemerton 
Power Station, increasing its capacity to 300MW. 

It is independently estimated that Kemerton Power Station 

has a remaining technical life of 34 years.

(2) Townsville Power Station

Townsville Power Station is located 25km to the west of 
Townsville, Queensland. It is wholly owned by TSI Fund and 
operated and maintained by TSE.

It operates as a base loading plant providing input to the 
Queensland electricity system.

TSE completed a redevelopment of the power station in 2005. 
The works involved converting the plant from an open cycle 
gas turbine to a combined cycle gas turbine and also increased 
the size of the power station to 234MW capacity.

It is independently estimated that Townsville Power Station 
has a remaining technical life of 34 years.

(3) Collinsville Power Station

Collinsville Power Station is located 4km west of Collinsville, 
Queensland. It is wholly owned by TSI Fund and is operated 
and maintained by TSE.

It operates as an intermediate plant fuelled by locally mined coal 
and with a total output of 180MW. It has four 30MW and one 
60MW generator units, which were completely refurbished in 1998.

It is independently estimated that Collinsville Power Station 
has a potential remaining technical life of 20 years based on 
the refurbished plant design life of 28 years.

(4) BP Kwinana Cogeneration Plant

BP Kwinana Cogeneration Plant is 30% owned by TSI Fund.

It has a 118MW capacity and is located at BP’s Kwinana refinery 
in Kwinana, Western Australia, approximately 45km south 
of Perth.

Kwinana provides electrical output to the SWIS in Western Australia 
and provides electrical output and steam to the BP’s Kwinana oil 
refinery. BP Kwinana began operation in December 1996.

BP Kwinana is a gas-fired cogeneration facility which consists 
of two gas turbines and a heat recovery steam generator 
producing up to 118MW of electrical output and up to 

2,800 tonnes per day of process steam.

(5) Loy Yang A Power Station

TSI Fund owns a 14.03% stake in the Loy Yang A power station 
and mine.

Loy Yang A is a base load power generator and provides input 
to the Victorian electricity system. The Loy Yang A power 
station has a base generating capacity of 2,200MW and is 
located 160km east of Melbourne, Victoria in the Latrobe Valley.

It is the largest power station in Victoria – Loy Yang A accounts 
for approximately 30% of Victoria’s electricity requirements.

Loy Yang A continues to commit capital to the ongoing pursuit 
of emissions reductions. Loy Yang A was commissioned 
between July 1984 and December 1988.

In March 2010 Loy Yang A announced contracts to supply 
Alcoa with power until 2036.

It is estimated that Loy Yang A will be capable of operating 

for a further 37 years.

Renewable energy

(6) Starfish Hill Wind Farm

Starfish Hill Wind Farm is wholly owned by TSI Fund 
and is operated and maintained by TSE.

The Starfish Hill Wind Farm is situated across two hills on the 
tip of the Fleurieu Peninsula near Cape Jervis, South Australia 
and has a capacity of 34.5MW. The wind turbines were supplied 
by Danish company NEG Micon (now Vestas).

(7) Toora Wind Farm

Toora Wind Farm is wholly owned by TSI Fund and is operated 
and maintained by TSE.

Toora Wind Farm is situated in South Gippsland, Victoria 
and has a capacity of 21MW. The wind turbines were 
supplied by Vestas.

(8) Windy Hill Wind Farm

Windy Hill Wind Farm is wholly owned by TSI Fund 
and is operated and maintained by TSE.

Windy Hill Wind Farm is situated near Ravenshoe in Queensland 

and has a capacity of 12MW. The wind turbines were supplied 

by German company Enercon.

Water

(9) MacArthur Water Filtration Plant

Macarthur Water Filtration Plant is 50% owned by TSI Fund. 
The remaining 50% is owned by a subsidiary of TRILITY Group, 
which also provides operations and maintenance services.

The Macarthur Water Filtration Plant is located near Appin, NSW. 
The plant, which commenced operating in September 1995, has 
two pumping stations with a total capacity of 265ML per day and 
is supplied with raw water at Broughton’s Pass Weir, NSW from 
the Nepean, Avon, Cordeaux and Cataract dams.
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Macarthur supplies water to more than 20,000 Sydney Water 
customers in the Camden, Campbelltown and Wollondilly areas.

The joint venture agreement which governs the ownership 
of the Macarthur Water Filtration Plant by TSI Fund and TRILITY 
Group contains change of control pre-emptive rights which 
may be triggered by the Proposal. TSI Fund is currently assessing 
its position in relation to these provisions and engaging with 
TRILITY Group to seek consent in relation to the Proposal. If 
consent is not forthcoming, TRILITY Group will become entitled 
to purchase TSI Fund’s 50% interest in Macarthur. It is open 
to the parties to agree a value for the purchase. However, if 
TSI Fund and TRILITY Group are unable to reach agreement 
on the purchase price, the joint venture agreement includes 
mechanisms for determining the price based on independent 
market valuations of TSI Fund’s interests. Additionally, TSI Fund 
has received an informal approach from a third party in relation 
the 50% interest in Macarthur. TSI Fund will announce any 
significant developments to ASX as appropriate.

(10) Yan Yean Water Filtration Plant

Yan Yean Water Filtration Plant is 50% owned by TSI Fund. 
The remaining 50% is owned by a subsidiary of TRILITY Group, 
which also provides operations and maintenance services.

The Yan Yean Water Filtration Plant is located at the Yan Yean 
reservoir, 40km from Melbourne, Victoria. The plant, which 
commenced operations in 1994, is a single stage-direct 
filtration plant with a capacity of 155ML per day. The plant 
receives raw water from the Yan Yean reservoir and supplies 
filtered water to Melbourne during peak periods, which 
generally occur during the summer months of October to April.

The joint venture agreement which governs the ownership 
of the Yan Yean Water Filtration Plant by TSI Fund and TRILITY 
Group contains change of control pre-emptive rights which 
may be triggered by the Proposal. TSI Fund is currently 
assessing its position in relation to these provisions and 
engaging with TRILITY Group to seek consent in relation 
to the Proposal. If consent is not forthcoming, TRILITY Group 
will become entitled to purchase TSI Fund’s 50% interest in 
Yan Yean. It is open to the parties to agree a value for the 
purchase. However, if TSI Fund and TRILITY Group are unable 
to reach agreement on the purchase price, the joint venture 
agreement includes mechanisms for determining the price 
based on independent market valuations of TSI Fund’s interests. 
Additionally, TSI Fund has received an informal approach from a 
third party in relation the 50% interest in Yan Yean. TSI Fund will 

announce any significant developments to ASX as appropriate.

6.3 Members of the TSI Fund Board

The TSI Fund Board comprise the following persons:

•  Mr Peter Young AM, Chairman and Independent 
Non-Executive Director;

• Mr David Mathlin, Independent Non-Executive Director;

• Ms Emma Stein, Independent Non-Executive Director;

• Mr Peter Goode, Non-Executive Director; and

• Mr Steve MacDonald, Non-Executive Director.

6.4 TSI Fund Securities

As at the date of this Scheme Booklet, TSI Fund has 438,756,421 

stapled securities on issue.

6.5 Risks relating to TSI Fund’s businesses

There are existing risks relating to TSI Fund’s businesses and 
an investment in TSI Fund which will continue to be relevant 
to TSI Fund Securityholders if the Schemes do not become 
Effective. These risks include but are not limited to the risks 

as follows.

TSI Fund specific risks

(a) Operations

TSI Fund’s operations are exposed to a number of specific 
risks including:

•  financial exposures if assets are unable to operate at full 
capacity or do not meet contracted availability targets 
resulting in higher supply costs and penalties;

•  risks under Loy Yang A’s agreements for the supply of 
coal and services to Loy Yang B power station if there 
are interruptions to those services or the services do not 
comply with the stipulated specifications;

•  escalating operating costs (such as insurance, labour and 
spare parts) which would increase TSI Fund’s O&M costs; and

•  the fact that Townsville and Kemerton generation is determined 
by their off-takers who may decide to use these plants less 
than expected.

TSI Fund is also exposed to a number of general operational 
risks including equipment or transmission failures, major plant 
breakdowns, IT system failures, industrial action, unforeseen 
and uninsured accidents and unplanned interruptions (caused 
by significant catastrophic events or natural disasters), loss 
of key contracts, litigation or penalties for regulatory or 
commercial non-compliance. All of these risks may result 
in lower revenues than forecast.F
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Section 6: Information about TSI Fund continued

(b) Climate change legislation and regulation

There are potential legislative and regulatory changes relating 
to greenhouse gas emissions and renewable energy targets, 
including the proposed energy efficiency obligations being 
finalised for application from July 2011, the price on carbon 
emissions proposed from July 2012 and the large scale renewable 
energy target. The energy efficiency obligations will require 
relevant entities to review energy efficiency opportunities and 
invest where appropriate, however the application of this 
on electricity generators is still under discussion. The proposed 
“carbon tax” has a range of uncertainties relating to the price 
of carbon and the transitional assistance that would be offered 
to the generation and energy intensive industries in order to 
achieve energy security and a smooth transition. The political 
climate is also uncertain in regard to whether or not the proposed 
carbon tax will be approved. These potential changes give rise 
to a number of specific risks, including:

•  some of TSI Fund’s power station assets, such as the Collinsville 

Power Station and LYA, emit relatively high levels of carbon 

dioxide compared to other generators and could be impacted 

by the direct costs of any carbon tax and increased working 

capital or capital expenditure requirements; 

•  the electricity hedge between LYA and Alcoa and its joint 
venture partners has a provision for either party to terminate the 
contract should the legislated carbon tax or scheme result in a 
materially adverse outcome to that proposed under the carbon 
pollution reduction scheme proposed on 2 February 2010. The 
applicability of this clause ceases on 31 December, 2013; and

•  TSI Fund’s corporate-level debt facility includes a term providing 
that if legislation is enacted resulting in TSI Fund failing to meet 
certain financial ratios (based on an agreed model), cash 
available to equity will be applied to repay debt until such time 
as the model is agreed and the agreed ratios are met.

There are also a number of general risks relating to climate 
change policy including that TSI Fund may not be able to pass 
on any additional costs through its contractual arrangements 
(its ability to do so will depend on the final form of the policy, 
legislation or regulation adopted or passed into law) and the fact 
that there is no guarantee that medium-to long-term prices for 
large scale generation certificates will recover to a point where 
new wind farms are viable or commercial returns are possible on 
existing but uncontracted wind farms.

(c) Contracting, recontracting and renewal

Specific contracting risks include the fact that:

•  TSI Fund and its subsidiaries have contracts which may 
not be renewed or have capacity recontracted (for example, 
upon expiry of current contracts in its wind farm portfolio, 
there is no guarantee of further long term off-take contracts 
and TSI Fund would be subject to the normal risks associated 
with merchant wind generation and trading of that generation 
on the National Energy Market and sale of large scale 
generation certificates on the spot market);

•  the Collinsville PPA expires in 2016 and no assurance can 
be given that it will be replaced or any suitable utilisation 
of the asset made; and

•  TSI Fund’s business strategy necessitates the ability to 
replace assets as they near the end of their finite life and 

there is no guarantee of the acquisition of new assets 
in place of its declining assets.

(d) Availability of wind

TSI Fund has a portfolio of three wind farms and access to a 
strong pipeline of potential wind farm development projects, 
which are heavily reliant on the consistent availability of wind 
on site. In any given year, the annual output from a particular 
wind farm may differ materially from the long-term average 
and this may have an adverse impact on the operating and 
financial performance of TSI Fund.

(e) Loy Yang A

•  TSI Fund is not expected to receive a distribution from LYA for 
at least the next 3 years, as LYA is applying surplus free cash 
to reducing outstanding debt levels. Future distributions are 
dependent on sufficient cash flows from operations to reduce 
debt such that distributions can be paid. If operating cash flows 
are lower than expected, then the period until distributions 
may be available to TSI Fund could be longer than expected.

•  The $565m Bullet Tranche B of LYA’s debt facilities matures 
in November 2012. The outcome of the refinancing could 
further delay the timing of when TSI Fund will next receive 
distributions from LYA.

•  Loy Yang Marketing Management Company Pty Ltd 
(LYMMCo) enters into hedge contracts on behalf of Great 
Energy Alliance Corporation Pty Ltd (GEAC) (the company 
owning LYA) in order to manage the risks associated with 
short term spot prices available on the NEM. These hedge 
contracts expose GEAC to financial losses in circumstances 
where LYA is not generating sufficient electricity to satisfy 
its contract position when spot prices are above the level 
of the agreed price under the hedge contracts. This may 
occur if LYA has a forced (or unscheduled) outage.

•  Revenues from LYA will be adversely affected if LYMMCo 
has entered a hedge contract which is an in-the-money 
hedge but is not able to be settled due to the default 
of the counterparty.

•  LYA’s revenues are derived from sales of electricity into the 
spot market via the NEM. While LYA enters into short term 
hedge contracts with retailers and other parties to manage 
spot price volatility, it remains subject to adverse movements 
in the medium to long term electricity price.

•  Key factors that may impact the spot price for electricity 
include the bidding behaviour of generators in NEM, the 
current and future supply of electricity generation capacity, 
weather patterns, the level of vertical integration in the 
market, regulatory and political changes to the market 
system (including a price applied to carbon), fuel prices 
and interconnector capacity.

(f) Financing

Specific financing risks include:

•  a failure to achieve earnings or cash flow benchmarks which 
may result in funding lock-ups or risks of default; and

•  an increased cost of debt or equity capital which impacts 
on TSI Fund’s ability to refinance and expand or replace 
its portfolio of finite life assets.
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General financing risks include TSI Fund’s ability to implement 
its business strategy which may depend in part on its ability 
to raise new capital and/or secure appropriate funding 
at competitive rates in a timely manner. No assurances can
be given that funding will be available on terms acceptable 
to TSI Fund. Failure to obtain funding, or obtaining funding 
on terms adverse to TSI Fund, may affect TSI Fund’s ability 
to grow and may adversely impact TSI Fund’s financial 
condition and its ability to pay future distributions.

(g) Asset impairment

Australian Accounting Standards require an assessment at each 
reporting date as to whether there are indicators for an impairment 
of the recoverable amount of assets. At this point in time, 
TSI Fund is not able to determine whether an indicator of 
impairment will exist or whether an impairment charge will 
be required as at the next reporting date at 30 June 2011. 

An opportunity exists for the Collinsville plant to be changed 
from a coal fired to gas fired plant after expiry of the current 
PPA in 2016. At this time, TSI Fund cannot forecast whether an 
impairment charge would be incurred, and whether that would 
affect its forecast financial statements. If TSI Fund concluded 
that re-powering with gas was not feasible and that continued 
operation as a coal fired plant was no longer viable, then it may 
be required to recognise an impairment charge of up to $44m, 
possibly as early as the 2011 financial statements.

(h) Carrying value of Loy Yang A

Loy Yang A is held by TSI Fund as an ‘available-for-sale’ financial 
asset held at fair value based on the most recent sale price. 
Management is contemplating changing the fair value 
measurement methodology to a discounted cash flow valuation. 
This change in methodology may reduce the carrying value.

(i) Interest rates

Specific interest rate risks include:

•  borrowings potentially exposed to adverse interest rates. 
While this risk may be reduced through interest rate hedging, 
some exposure often remains. The cost of hedging may also 
increase which may result in an adverse impact on TSI Fund’s 
financial performance; and

•  movements in interest rates which may also affect the 
appropriate discount rate to be used to value the projected 
cash flows from each individual asset or investment.

(j) Future distributions

Specific future distribution risks include no assurances being 
able to be given in relation to the payment of future distributions 
beyond guidance. Future determinations as to the payment of 
distributions by TSI Fund will be at the discretion of TSI Fund 
Directors and will depend upon the availability of distributable 
earnings, the operating results and financial conditions of 
TSI Fund, future capital requirements, covenants in relevant 
financing agreements, general business and financial conditions 
and other factors considered relevant by the TSI Fund Directors.

(k) Growth

Growth specific risks include:

•  vertical integration in the energy and infrastructure sectors 
may marginalise TSI Fund’s assets and limit future growth 
opportunities; and

•  developments in adjacent sectors adversely impacts TSI Fund 
by reducing its ability to compete and achieve growth.

(l) Hedge contracts

TSI Fund sometimes enters into hedge contracts which relate 
to electricity prices. Such contracts may not fully offset the 
effect of a change in electricity prices on TSI Fund.

(m) Regulatory risks

TSI Fund operates in highly regulated industry segments. 
TSI Fund may be affected by changes to government policies 
and legislation, including those relating to the energy industry, 
the environment, taxation, the regulation of trade practices 
and competition, water usage and recycling.

(n) General environmental regulations

TSI Fund is also subject to environmental laws and regulations 
which prescribe penalties for violation of health and environmental 
standards and impose obligations to remediate facilities and 
locations where operations are or were previously conducted.

(o) Licences and permits

There is a specific licence and permit risk to TSI Fund that:

•  a particular asset does not have, might not obtain, or 
might lose, permits or licences necessary for it to operate. 
The conditions of those licences and permits may change over 
time, or new licences or permits may be required. The cost of 
compliance may not be fully recoverable from customers; and

•  IFML, as the responsible entity of TSIT is required to hold 
an Australian Financial Services Licence (AFSL). In certain 
circumstances, ASIC can take action to suspend or cancel 
the AFSL of a responsible entity in which case it would be 
necessary to locate a replacement responsible entity for TSIT, 
or if a replacement responsible entity is not appointed, 
to wind up TSIT.

(p) Ongoing provision of management and O&M services

Ongoing provision of management and O&M services risks 
to TSI Fund include the fact that:

•  the operational and corporate services which underpin 
the performance of TSI Fund’s assets are governed by the 
contractual relationships established by the MSA and the 
O&M Alliance Agreement. TSI Fund is therefore reliant on 
TSE as the manager under the MSA and as the contractor 
under the O&M Alliance Agreement to perform and has 
only limited replacement rights; and

•  TSI Fund and TSE also have termination rights under the MSA 
and O&M Alliance Agreement in specified circumstances. 
This means that there can be no assurance that TSE (or its 
subsidiaries) will continue to provide the services set out 
in the MSA or the O&M Alliance Agreement.
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Section 6: Information about TSI Fund continued

(q) Change of control

Specific change of control risks to TSI Fund include the fact that:

•  the joint venture agreements which govern the ownership 
of the Macarthur Water Filtration Plant and Yan Yean Water 
Filtration Plant by TSI Fund and TRILITY Group contain change 
of control pre-emptive rights which may be triggered by the 
Proposal. TSI Fund is currently assessing its position in relation 
to these provisions and engaging with TRILITY Group to 
seek consent in relation to the Proposal. If consent is not 
forthcoming, TRILITY Group will become entitled to purchase 
TSI Fund’s 50% interest in Macarthur and Yan Yean. It is open 
to the parties to agree a value for the purchase. However, if 
TSI Fund and TRILITY Group are unable to reach agreement 
on the purchase price, the joint venture agreements include 
mechanisms for determining the price based on independent 
market valuations of TSI Fund’s interests. Additionally, TSI Fund 
has received an informal approach from a third party in 
relation the 50% interest in Macarthur and Yan Yean. TSI Fund 
will announce any significant developments to ASX as 
appropriate;

•  under the terms of the MSA and O&M Alliance Agreement, 
TSE has a discretion (but not an obligation) to terminate the 
agreements in the event of a change of control of TSI Fund. 
If TSE does not exercise its termination right, the agreements 
provide for fees to continue being paid to TSE. Accordingly, 
a person considering appointment as responsible entity 
or taking over TSI Fund may have a disincentive in being 
unable to appoint their own manager or manage the assets 
of TSI Fund themselves. These restrictions may have an 
adverse effect on the price of TSI Fund Securities if TSI Fund 
does not perform as expected; and

•  TSI Fund’s corporate-level debt facilities also include 
a change of control review event.

(r) Joint ventures

TSI Fund is in a number of partnerships in relation to the 

ownership of its assets which impose constraints that do not 

exist where the assets are fully owned. While such partnerships 

only represent a small proportion of TSI Fund’s EBITDA, TSI Fund 

typically cannot make business decisions without consultation 

with (and, in many cases, unanimous agreement of) the other 

co-owners. Such constraints affect TSI Fund’s ability to receive 

cash distributions or sell interests in respect of these assets.

(s) Potential liquidity

Power generation assets are by their nature illiquid investments, 

which affects TSI Fund’s ability to dispose of assets in a timely 

manner or on attractive terms and may mean that the 

realisable value of those assets may be less than fair value.

General business and investment risks to TSI Fund

(t) Competition

TSI Fund faces competition from other organisations within 

the power generation market and potential new entrants. 

Additional competition may lead to an oversupply of power 

generation, which would affect existing energy prices and the 

ability to secure energy supply contracts on attractive terms 

following the expiry of existing contracts.

(u) Employees

The loss of key management personnel who have particular 

expertise, or the inability to attract new qualified personnel, 

may influence the future earnings of TSI Fund.

(v) Litigation

Litigation risks relating to TSI Fund include, but are not limited 

to, contractual claims, native title claims, tenure disputes, 

environmental claims, regulatory disputes, as well as third 

party losses resulting from power station disruption.

(w) Force majeure

Force majeure refers to an event beyond the control of the 

party claiming that the event has occurred, including natural 

disasters, sabotage and acts of terrorism. Some force majeure 

risks are uninsurable and, to the extent that such events occur, 

there maybe materially adverse effects on TSI Fund.

(x) Taxation

Future changes in Australian tax law, including changes in 

interpretation or application of those laws by courts or taxation 

authorities (or acceptance by courts of certain interpretations 

of such laws by tax authorities in Australia (including in relation 

to past transactions)), may affect the taxation treatment of 

TSI Fund itself, an investment in TSI Fund Securities, or the 

holding and disposal of those securities. Tax considerations 

may differ between securityholders.

(y) Changes in accounting policy

Australian Accounting Standards may change as may TSI Fund 

directors’ interpretation of those standards. This may affect the 

reported earnings of TSI Fund and its financial position from 

time to time.

(z) General economic conditions

Material adverse changes in prevailing economic conditions 

in Australia may have a negative impact on TSI Fund’s 

financial performance, distributions and the market price 

of TSI Fund Securities.

(aa) Market risk

The value of TSI Fund Securities will be determined by the 

market and will be influenced by a range of factors outside 

the control of TSI Fund including fluctuations in equity markets, 

domestic and international economic activity.
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6.6 Material changes in TSI Fund’s financial position 

since 31 December 2010

The latest published financial statements of TSI Fund 

are the financial statements for the half-year ended 

31 December 2010, which were released to ASX on 

15 February 2011. A copy is available free of charge on 

TSI Fund’s website (www.tsifund.com) or by writing to the 

Company Secretary, Transfield Services Infrastructure Fund, 

Level 10, 111 Pacific Highway, North Sydney NSW 2060.

To the knowledge of the Independent Directors, and except 

as disclosed elsewhere in this Scheme Booklet, the financial 

position of TSI Fund has not materially changed since 

31 December 2010.

Further information regarding TSI Fund’s financial performance 

is set out in the Independent Expert’s Report which forms 

Annexure A to this Scheme Booklet.

6.7 Independent Directors’ intentions

The legislation requires inclusion of a statement by the 

Independent Directors of their intentions regarding TSI Fund’s 

businesses. If the Schemes are implemented, the TSI Fund 

Board will be reconstituted. It is for the reconstituted TSI Fund 

Board to determine its intentions as to:

• the continuation of the businesses of TSI Fund;

•  any major changes, if any, to be made to the businesses 

of TSI Fund; and

•  the future employment of the present employees 

of TSI Fund.

The current intentions of RATCH with respect to these matters 

are set out in Section 7 of this Scheme Booklet.

If the Schemes are not implemented, the Independent Directors 

intend to continue to review the operation of the businesses 

of TSI Fund in the ordinary course. 

6.8 Public information available for inspection

TSI Fund is a ‘disclosing entity’ under the Corporations Act, 

and as such is subject to regular reporting and disclosure 

obligations. Broadly, these require TSI Fund to announce 

price sensitive information as soon as it becomes aware of 

the information, subject to exceptions for certain confidential 

information. TSI Fund’s recent announcements are available 

from www.asx.com.au. Further announcements concerning 

developments at TSI Fund will continue to be made available 

on this website after the date of this Scheme Booklet.

TSI Fund is required to prepare and lodge with ASIC and ASX 

both annual and half-yearly financial statements accompanied 

by a statement and report from the TSI Fund Directors and an 

audit or review report. Copies of these and other documents 

lodged with ASIC may be obtained from or inspected at an 

ASIC office and on the TSI Fund website www.tsifund.com
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Section 7: Information about RATCH and RHIS

The information contained in this Section 7 has been prepared 

by RATCH and RHIS. The information concerning RATCH and 

RHIS and the intentions, views and opinions contained in this 

Section 7 of this Scheme Booklet are the responsibility of 

RATCH and RHIS.

7.1 Overview of RATCH

Ratchaburi Electricity Generating Holding PCL (RATCH) 

is a large Thai company focussed on investment in the power 

generation business. It was founded on 7 March 2000, and was 

listed on the Stock Exchange of Thailand (SET) in October 2000 

through an initial public offering. It currently trades under the 

stock symbol “RATCH”.

RATCH’s major shareholder is the Electricity Generating 

Authority of Thailand (EGAT), which holds 45% of the company.

At present, RATCH and its subsidiaries have a total installed 

generating capacity of approximately 4,348MW deriving 

from its current commercial operating power plants. 

RATCH is focussed on investment in and the development 

of high quality thermal, hydro, wind and solar generation 

assets, with a preference towards long-term contracted 

off-take arrangements.

RATCH’s share of capacity resulting from its equity in domestic 

projects in Thailand are as follows:

• 3,645MW Ratchaburi’s Power Plant; 

• 350MW Tri Energy’s Power Plant;

• 350MW Ratchaburi Power’s Power Plant; and 

•  2.62MW generated from the Flared Gas Project 

in Sukhothai province.

RATCH also has equity interests in a project in Lao PDR:

• 153.75MW Nam Ngum 2’s Hydro Power Plant in the Lao PDR. 

 In addition, RATCH has the following developing projects in 

Thailand and the Lao PDR: 

• 18MW Wind Power Project in Petchabun Province, Thailand;

•  16.78MW Solar Power Project in Ayudhya, Nakornprathom 

and Suphanburi Provinces, Thailand;

•  88MW Ratchaburi World Cogeneration in Ratchaburi 

Province, Thailand;

•  751MW Hongsa Power Plant, Lao PDR;

• 110MW Nam Ngum 3’s Hydro Power Plant, Lao PDR; and 

• 98MW Xe Pien Xe Nam Noy’s Hydro Power Plant, Lao PDR.

RATCH expects to achieve a total installed capacity 

of approximately 5,500MW in the near future.

7.2 Overview of RHIS

If the Proposal is successfully implemented, the relevant 

TSI Fund Securities will be acquired by RH International 

(Singapore) Corporation Pte. Ltd. (RHIS), a company incorporated 

in Singapore. RHIS is 99.99% owned by RATCH through its 

subsidiaries. RHIS is currently used by RATCH as a vehicle for 

its international investment (i.e. investment in Electricite du 

Laos-Generation Public Company through the Lao Securities 

Exchange), and holds substantial assets in its own right.

The obligations of RHIS under the Proposal are unconditionally 

guaranteed by RATCH in favour of both TSI Fund (under the 

Scheme Implementation Agreement) and TSI Fund Securityholders 

(under the Deed Poll).

7.3 RATCH Financial Highlights

RATCH is a substantial, profitable company listed on SET. 

Financial highlights include:

•  Consolidated Revenues for the 12 months ended 

31 December 2010 of 44,248 million Baht (A$1,520.42 million).

•  Consolidated Net Profit for the 12 months ended 

31 December 2010 of 5,220 million Baht (A$179.37 million).

•  SET market capitalisation of approximately 58,000 million Baht 

(A$1,992.95 million) as at 21 April 2011.

•  Approximately 200 employees in 2 countries across 

the RATCH group of companies.

(Currency conversions assume 1 AUD = 29.1025 Baht)
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7.4 Directors of RATCH

Name Other significant positions held

Witoon Simachokedee

Chairman

Currently: (i) Permanent Secretary, Ministry of Industry; (ii) Director, The Electricity Generating 

Authority of Thailand (EGAT); (iii) Chairman, EGAT International; (iv) Director, PTT Chemical; 

(v) Chairman, Thai Oleochemicals; and (vi) Director, PTT Aromatics and Refining

Nathi Premrasmi

Independent Director and 

Audit Committee Chairman

Currently: (i) Member of Standing Committee on Ethics, House of Representatives; (ii) Chairman 

of Nomination Committee, MCOT Public Company Limited; (iii) Standing Committee on Ethics, 

the House of Representatives; (iv) Board of Directors Member, PTT Aromatics and Refining Public 

Co., Ltd.; (v) Chairperson of Committee to Organize National Identity Activities, Office of the 

Prime Minister; and (vi) Vice Chairperson of Committee on Selection and Promotion of National 

Outstanding Achievements, Office of the Prime Minister

Metta Banturngsuk 

Independent Director, Risk 

Management Committee 

Chairman and Audit 

Committee Member

Currently Deputy Permanent Secretary, Ministry of Energy

Vitavas Srivihok 

Director

Currently Ambassador, Royal Thai Embassy in Vientiane, Lao PDR

Atchada Kesornsook

Independent Director, 

Human Resources and 

Remuneration Committee 

Member and Investment 

Sub-Committee Member

Currently: (i) Chairman, Loyal Contact; (ii) Chairman, Ziberia International Productions; 

(iii) Advisor, Standing Committee on Energy, Senate; and (iv) Advisor, B. GRIMM Group

Sutat Patmasiriwat 

Director

Currently: (i) Governor, The Electricity Generating Authority of Thailand (EGAT); (ii) Director, EGAT 

International; (iii) Board of Directors Chairman, Ratchaburi Power Company Limited; and (iv) Board 

of Directors Chairman, EGAT Diamond Service Company Limited

Sineenat Sittiratanarangsee

Director and Risk Management 

Committee Member

Currently Deputy Governor-Account and Finance Acting CFO, The Electricity Generating Authority 

of Thailand 

Wirash Kanchanapibul

Director and Investment 

Working Committee Member

Currently Deputy Governor-Administration, The Electricity Generating Authority of Thailand 

Satit Rungkasiri

Independent Director and 

Audit Committee Member

Currently: (i) Director-General, Revenue Department, Ministry of Finance; and (ii) Board, Securities 

and Exchange Commission 

Noppol Milinthanggoon

Director, Chief Executive 

Officer and Secretary 

to Board of Directors 

Currently: (i) Deputy-Governor, The Electricity Generating Authority of Thailand (EGAT); (ii) 

Chairman, Hongsa Power; (iii) Chairman, Phu Fai Mining; (iv) Director, Ratchaburi Electricity 

Generating; (v) Director, Tri Energy; (vi) Director, Ratchaburi Power; (vii) Director, Southeast Asia 

Energy; and (viii) Director, Nam Ngum 2 Power Co

Trakul Winitnaiyapak 

Director

Currently Inspector General, Office of the Attorney General

Weera Sriwathanatrakoon

Independent Director

Currently Governor of Prachuapkhirikhan Province
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Section 7: Information about RATCH and RHIS continued

7.5 Rationale for the Proposal

RATCH’s strategy is to grow its power generation capacity 

through investments in Thailand and throughout the Asia 

Pacific region. To this end, RATCH has conducted a feasibility 

study into investing in several power plant projects in the 

Philippines, Vietnam, Indonesia and Lao. In relation to potential 

Australian projects, RATCH would consider a wide range of 

investments in the power and water sectors. RATCH intends 

the investments to be joint ventures with local partners and/or 

to buy certain equity in already-run projects to reduce project 

development risk and also to immediately generate income 

for the company. 

The TSI Fund portfolio of assets represents an opportunity 

for RATCH to invest in a mix of Brownfield and Greenfield 

opportunities in Australia, alongside a partner – TSE – that 

has proven expertise in managing and developing thermal 

power plants.

7.6 Funding arrangements for consideration to be paid 

under Proposal

RATCH has sufficient current cash reserves to fund the 

Scheme Consideration without raising further capital. As at 

31 December 2010, RATCH had cash reserves of approximately 

13,890 million Baht (A$447.27 million).

RATCH has unconditionally guaranteed the obligations of RHIS 

to pay for the TSI Fund Securities to be acquired by RHIS under 

the Proposal, and intends to ensure RHIS is placed in funds for 

this purpose in advance of any funding obligation arising.

RATCH may consider raising debt at a corporate level to optimise 

its funding arrangements. However, RATCH’s ability to finance 

its obligations under the Schemes are not dependent on any 

such debt raising.

Currently, Moody’s has assigned RATCH a Baa1 rating while 

S&P Ratings assigned a BBB+.

7.7 RATCH and RHIS’ intentions if the Proposal 

is implemented

(a)  Intentions for the continuation of TSI Fund’s businesses 

including any major changes to be made to the 

businesses of TSI Fund

In principle, TSI Fund’s businesses are envisaged to continue 

without any material changes. TSI Fund will assume the project 

development function currently carried out by TSE in relation 

to certain new wind farm, renewable energy and gas-fired 

generation projects by purchasing the TSE subsidiary which 

is developing these projects. More details on the proposed 

arrangements between TSIL and TSE in relation to the Development 

Portfolio Sale Agreement are set out in Section 9.4 of this 

Scheme Booklet.

The arrangement between RATCH and TSE after implementation 

of the Proposal will also include using TSIL as a vehicle for new 

power and water investments in Australia and New Zealand. 

See Section 9.3(g) of this Scheme Booklet for more detail on 

this arrangement.

(b) TSIL Directors

Under the terms of the Shareholders Agreement to be entered 

into between RHIS and TSE (see Section 9.3 of this Scheme 

Booklet), RHIS and TSE will each have nominees on the TSIL 

Board following implementation of the Proposal. The number 

of TSE’s nominees will vary depending on the level of TSE’s 

interest in TSIL from time to time, as set out in the summary 

of that agreement.

(c) Employment of TSI Fund’s present employees and secondees

TSI Fund currently has very few employees of its own, and relies 

on management services and secondees provided by TSE. RATCH 

intends to maintain the employment of those current employees 

of TSI Fund.

In addition, RHIS and TSE have agreed that when the Proposal 

is implemented they will procure that TSIL offers employment 

to certain TSE employees (to be agreed by RHIS) who are currently 

seconded to TSI Fund or working on the development projects 

that will be sold to TSIL under the Share Sale Agreement for the 

Development Portfolio. The employment offers will provide for 

terms of employment that are at least as favourable to those 

employees as they currently enjoy with TSE.
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(d) Material agreements between RATCH and TSE

In order to implement the Proposal and to operate TSIL as an 

investment vehicle in the manner described above, RATCH, 

RHIS and TSE have entered into the Transaction Framework 

Agreement. This agreement sets out the terms of the Sell-Down 

Transaction, and also obliges RATCH and TSE to work together 

to document the commercial terms set out in a series of term 

sheets. If the term sheets are not documented by the time the 

Schemes become Effective, those term sheets will become 

legally binding. The term sheets cover the following transactions:

•  Shareholders Agreement to govern the relationship between 

RHIS and TSE in relation to TSIL and their respective TSIL 

securities post implementation of the Proposal.

•  Termination Deed and Transitional Services Agreement 

to release TSAL from its obligations under the existing 

Management Services Agreement, including specifically in 

respect of managing the O&M Alliance Agreement and TSAL 

and TSE to assist TSIL to become self sufficient in terms of IT, 

human resources, premises, insurance management, and 

other services which are currently provided by TSE.

•  Operating and Maintenance: Amending and Terminating 

Deed for the O&M Alliance Agreement, to set out the 

ongoing rights and obligations of TSAL in relation to its 

provision of operating and maintenance services to TSIL’s 

current and future assets.

•  Share Sale Agreement for the Development Portfolio, which 

will implement the Development Portfolio Sale Agreement 

as described in paragraph (a) above.

See Sections 5.3 and 9 of this Scheme Booklet for more information 

on these agreements.

The statements of intention contained in this section are based 

on information concerning TSI Fund and its business that is 

known to RATCH at the date of this Scheme Booklet either from 

publicly available sources or which RATCH obtained from TSI 

Fund and TSE in the course of the due diligence that RATCH 

carried out on TSI Fund prior to the signing of the Scheme 

Implementation Agreement. It is important to recognise 

that the statements in this section are statements of RATCH’s 

current intentions only, which may change as new information 

becomes available or circumstances change.

7.8 RATCH’s interests in TSI Fund Securities

(a) RATCH’s interests in TSI Fund Securities

As at the date of this Scheme Booklet, RATCH and its associates 

(including RHIS) do not have direct holdings or other relevant 

interests in any TSI Fund Securities, however RATCH has 

a deemed “voting power” in 43.84% of TSI Fund as a result 

of its association, arising from the Transaction Framework 

Agreement with TSE, which holds 43.84% of TSI Fund Securities. 

(b) RATCH’s directors’ interests in TSI Fund Securities

As at the date of this Scheme Booklet, RATCH’s directors do not 

have a relevant interest or voting power in any TSI Fund Securities.

(c)  Relevant interests and voting power as a result of the 

Schemes and the Ancillary Transactions

As a result of the Schemes and the Ancillary Transactions, RHIS 

will hold 80% of TSI Fund Securities. RHIS will also be deemed 

to acquire a relevant interest, and voting power, in the remaining 

20% of TSI Fund Securities that will be held by TSE by reason of 

the terms of the Ancillary Transactions, such as the restrictions 

on transfer imposed under the Shareholders Agreement.

(d)  Acquisition of TSI Fund Securities by RATCH 

and its associates

Except for the consideration to be provided under the Proposal, 

in the four months prior to the date of this Scheme Booklet, 

neither RATCH, nor any of its associates have provided or agreed 

to provide, any consideration for TSI Fund Securities under 

a purchase or an agreement.

(e) Pre-Scheme benefits

Other than as described in this Scheme Booklet, neither RATCH 

nor any of its associates has given, or agreed to give, a benefit 

to another person that might induce that person to vote in 

favour of the Schemes or dispose of their TSI Fund Securities 

during the four month period immediately preceding the date 

of this Scheme Booklet, where that benefit was not offered 

to all TSI Fund Securityholders.
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Section 8: Implementation of the Proposal

8.1 Scheme Implementation Agreement

On 2 May 2011, TSI Fund, RHIS and RATCH entered into a Scheme 

Implementation Agreement in relation to the Schemes under 

which TSI Fund agreed to propose the Schemes. 

The Scheme Implementation Agreement sets out TSI Fund’s, 

RHIS’s and RATCH’s obligations in connection with the 

implementation of the Schemes. A summary of the key 

elements of the Scheme Implementation Agreement 

is set out below.

(a) Agreement to propose the Schemes

TSI Fund agrees to propose the Schemes, and RHIS agrees 

to assist TSI Fund to propose the Schemes, on and subject 

to the terms of the agreement.

Each of the Schemes are inter-conditional. If any Scheme does 

not become Effective, no other Scheme will proceed.

(b) Conditions precedent

Implementation of the Schemes is subject to conditions 

precedent which must be satisfied or waived before the Schemes 

can be implemented. The conditions precedent are as follows:

(1)  (FIRB Approval) before 8.00am on the Second Court Date, 

the Treasurer of the Commonwealth of Australia either 

issues a notice stating that the Commonwealth 

Government does not object to RHIS acquiring TSI Fund 

Securities pursuant to the Schemes and the Transaction 

Framework Agreement (or the transactions contemplated 

by the Transaction Framework Agreement to the extent 

they require approval), either unconditionally or on terms 

that do not impose unduly onerous obligations on RHIS, 

or becomes, or is precluded (at any time before 8.00am on 

the Second Court Date) under the Foreign Acquisitions and 

Takeovers Act 1975 (Cth) from making an order in respect 

of such acquisitions and transactions (or if an interim order 

is made, the subsequent period for making a final order 

prohibiting the proposed acquisitions and transactions 

has elapsed without a final order being made);

(2)  (regulatory approvals) before the date of the Trust 

Scheme Meeting, ASIC has granted:

(A)  a modification (or indicated in writing that a modification 

will not be required) of Item 7 of section 611 of the 

Corporations Act, allowing Eligible TSIT Unitholders (other 

than the RE and its associates) to vote in favour of the 

Amendment Resolution and the Acquisition Resolution;

(B)  an exemption from any requirement for RHIS to comply 

with Division 5A of Part 7.9 of the Corporations Act 

in relation to the Trust Scheme (or the transactions 

contemplated by or in connection with it); and

(C)  an exemption from the requirements of Part 7.6 of the 

Corporations Act in relation to any general financial 

product advice by RHIS contained in this Scheme Booklet,

and before the date of the Scheme Meetings, ASX has 

confirmed that it does not object to the draft modifications 

of the TSIT Constitution required for the Trust Scheme 

or the draft Scheme Booklet under ASX Listing Rule 15.1, 

on an unconditional basis or on terms that are acceptable 

to the parties acting reasonably;

(3)  (joint bid relief) before the date of the Scheme Meetings, 

ASIC has granted relief to RHIS and TSE from section 606 

of the Corporations Act in respect of the acquisition of 

relevant interests in securities in TSI Fund or other securities 

in TSI Fund arising from the execution and performance of 

the Co-operation Deed, Transaction Framework Agreement 

and Shareholders Agreement (or, in the event that ASIC 

does not provide that relief, TSI Fund Securityholders 

approve those matters in the requisite majorities at general 

meetings held at or around the same time as the Scheme 

Meetings for the purposes of section 611, item 7 of the 

Corporations Act); 

(4)  (Development Portfolio Sale Agreement) TSI Fund 

Securityholders approve the performance of the 

Development Portfolio Sale Agreement for the purposes 

of ASX Listing Rule 10.1 by the requisite majorities at general 

meetings held at or around the same time as the Scheme 

Meetings (or ASX has waived the requirement for such 

approval or confirmed that such approval will not be 

required, conditional on the Schemes becoming Effective);

(5)  (Court approval) the Court approves the Schemes;

(6)  (securityholder approval) the Eligible TSI Fund Securityholders 

agree to the Schemes by the requisite majorities;

(7)  (no restraints) no temporary restraining order, preliminary 

or permanent injunction or other order issued by any court 

of competent jurisdiction or government agency or other 

material legal restraint or prohibition preventing the Schemes 

is in effect at 8.00am on the Second Court Date;

(8)  (no Material Adverse Change) no Material Adverse Change 

occurs or becomes known to RHIS between the date of the 

Scheme Implementation Agreement and 8.00am on the 

Second Court Date; 

(9)  (no TSI Fund Prescribed Event) no TSI Fund Prescribed 

Event occurs between the date of the Scheme Implementation 

Agreement and 8.00am on the Second Court Date; 

(10)  (TSI Fund Warranties) the representations and warranties 

of TSI Fund are true and correct in all material respects as 

at the date of the Scheme Implementation Agreement and 

as at 8.00am on the Second Court Date. These representations 

and warranties include matters described in Section 8.1(i) 

below; andF
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(11)  (no event of default under syndicated facility) no Event 

of Default (as defined in the TSIL Syndicated Facility Agreement) 

has occurred after the date of the Scheme Implementation 

Agreement and which is continuing at 8.00am on the 

Second Court Date (other than any event of default that 

occurs as a result of the implementation of the Schemes or 

the transactions contemplated by the Scheme Implementation 

Agreement and the Transaction Framework Agreement, 

or a third party exercising any contractual rights as a 

result of any change of control event in respect of the 

TSI Fund Group). 

TSI Fund must use best endeavours to procure that the 

conditions precedent in Sections 8.1(b)(4), 8.1(b)(8), 8.1(b)(9), 

8.1(b)(10) and 8.1(b)(11) are satisfied in accordance with their 

terms. Each party must use its best endeavours to procure that 

the conditions precedent in Sections 8.1(b)(1), 8.1(b)(2), 8.1(b)(3), 

8.1(b)(5) and 8.1(b)(7) are satisfied in accordance with their terms 

and there is no occurrence within the control of TSI Fund or RHIS 

(as the context requires) that would prevent the conditions 

precedent being satisfied.

The conditions precedent in Sections 8.1(b)(5) and 8.1(b)(6) 

cannot be waived. The conditions precedent in Sections 8.1(b)

(1), 8.1(b)(2), 8.1(b)(3), 8.1(b)(4) and 8.1(b)(7) are for the benefit 

of TSI Fund and RHIS and any breach or non-fulfilment of those 

conditions may only be waived with the written consent 

of TSI Fund and RHIS (in their absolute discretion, but only 

to the extent such waiver is lawful).

The conditions precedent in Sections 8.1(b)(8), 8.1(b)(9), 8.1(b)(10) 

and 8.1(b)(11) are for the sole benefit of RHIS and may only be 

waived by RHIS (in its absolute discretion).

If the Schemes have not become Effective by the Sunset Date, 

or any event occurs which would, or in fact does, prevent a 

condition precedent being satisfied and that condition precedent 

is not waived by TSI Fund or RHIS or both (as applicable), the 

parties must consult in good faith to determine whether the 

Schemes may proceed by way of alternative means or methods, 

change the date of the application made to the Court to 

another date agreed by TSI Fund and RHIS (being a date no 

later than 5 business days before the Sunset Date) or extend 

the relevant date or Sunset Date.

If the parties are unable to reach agreement within 5 business 

days of becoming aware of the relevant occurrence or relevant 

date or by the Sunset Date, then unless that condition precedent 

is waived, either party may terminate this agreement without 

any liability to the other party because of that termination, 

unless the relevant occurrence or the failure of the condition 

precedent to be satisfied, or of the Schemes to become 

Effective, arises out of a breach by the terminating party.

Further details of the status of the regulatory-related conditions are 

contained in Section 11.4. As stated in that section, the condition 

precedent described in Section 8.1(b)(1) relating to foreign 

investment approval in Australia has been satisfied. As at the date 

of this Scheme Booklet, TSI Fund is not aware of any reason why 

the Conditions Precedent (other than Court approval) will not be 

satisfied by 8.00am on the Second Court Date.

(c) Scheme consideration

Under the Schemes, all of the TSI Fund Scheme Securities will 

be transferred to RHIS, and the TSI Fund Scheme Securityholders 

will be entitled to receive the Scheme Consideration.

The Scheme Consideration is $0.85 cash per TSI Fund 

Scheme Security.

If TSI Fund declares or becomes obliged to pay a dividend 

and/or distribution, the record date for which is after the date 

of the agreement and before the Implementation Date, the 

Scheme Consideration per TSI Fund Scheme Security will be 

$0.85 minus the cash amount of the dividend and/or distribution 

per TSI Fund Scheme Security. 

See Section 8.13 of this Scheme Booklet for further information. 

(d) Transaction steps

TSI Fund and RHIS must execute all documents and do all acts 

and things within their respective power as may be necessary 

or desirable for the implementation of the Schemes on a basis 

consistent with the agreement and as expeditiously as possible.

(e) Conduct of business

During the Exclusivity Period, TSI Fund must, and must 

ensure that each member of the TSI Fund Group, conduct the 

businesses of the TSI Fund Group in the ordinary and proper 

course of business. 

This requirement includes specific obligations on TSI Fund in 

relation to the conduct of its business, including to not undertake 

capital expenditure, enter into contracts or acquire or dispose 

of assets above certain materiality thresholds (unless such 

conduct is approved by RHIS or has otherwise been previously 

fairly disclosed to RHIS or required to be done in connection 

with the implementation of the Schemes and the Transaction 

Framework Agreement).

(f) Exclusivity

(1) Termination of existing discussions

TSI Fund has represented and warranted that: 

•  as at the date of the Scheme Implementation 

Agreement it has terminated all negotiations or 

discussions in respect of any Competing Proposal; and

•  prior to the date of the Scheme Implementation 

Agreement, it has requested the return or destruction of 

all confidential information of the TSI Fund Group to the 

extent that it is legally entitled to do so under the terms 

of each confidentiality agreement with a third party 

who has conducted due diligence investigations on 

the TSI Fund Group prior to the date of the agreement 

in relation to a potential Competing Proposal. F
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Section 8: Implementation of the Proposal continued

(2) No-shop and no-talk obligations

 TSI Fund has agreed that during the Exclusivity 

Period, it must not, and must take reasonable steps 

to ensure that none of its Representatives: 

•  directly or indirectly, solicits, invites, encourages or 

initiates any enquiries, negotiations or discussions, or 

communicates any intention to do any of these things, 

with a view to obtaining any expression of interest, 

offer or proposal from any other person in relation to 

a Competing Proposal or potential Competing Proposal 

(the No-shop restriction); and

•  enters into, continues or participates in any negotiations 

or discussions with any person regarding a Competing 

Proposal or which may reasonably be expected to lead 

to a Competing Proposal; provides any non-public 

information regarding the TSI Fund Group’s businesses 

or operations for the purposes of enabling or assisting 

that person to make a Competing Proposal; or enters 

into any agreement, arrangement or understanding 

in relation to, or which may reasonably be expected to 

lead to, an expression of interest, offer or proposal from 

any other person in relation to a Competing Proposal 

(the No-Talk Obligation). 

(3) Notification

During the Exclusivity Period, if:

(a)  TSI Fund or its representatives receive any expression 

of interest, offer or proposal with respect to, or which 

may reasonably be expected to lead to, a Competing 

Proposal, whether unsolicited or otherwise;

(b)  there is any approach or inquiry to initiate, continue or 

resume any discussions or negotiations with, TSI Fund 

or its Representatives with respect to, or that could 

reasonably be expected to lead to, any Competing 

Proposal, whether unsolicited or otherwise; or

(c)  any request for non-public information relating to the 

TSI Fund Group or any of their businesses or operations 

or any request for access to the books or records of the 

TSI Fund Group is made with respect to, or that could 

reasonably be expected to lead to, any Competing 

Proposal, whether unsolicited or otherwise, 

  (each an Other Proposal), then TSI Fund must inform 

RHIS within 24 hours of that fact and the identity of the 

persons involved and they key terms of the Other Proposal 

(Other Proposal Notice).

(4) RHIS’s right to match Other Proposal

 TSI Fund must not enter into any agreement, arrangement 

or understanding in relation to an Other Proposal, 

announce an Other Proposal publicly or terminate the 

Scheme Implementation Agreement as a result an Other 

Proposal, unless TSI Fund gives RHIS an Other Proposal 

Notice in relation to the Other Proposal and a period 

of five Business Days has lapsed from the date on which 

RHIS receives the Other Proposal Notice.

 RHIS will have the right, at any time until the expiration of 

five Business Days following receipt of the Other Proposal 

Notice to offer to amend the terms of the Scheme or to 

propose any other transaction (RHIS Counterproposal), 

which must be reviewed by the Independent Directors in 

good faith to determine whether the RHIS Counterproposal 

is at least as favourable to TSI Fund Securityholders as the 

Other Proposal taking into account all terms and conditions 

of both proposals.

 If the Independent Directors determine, in good faith 

that the RHIS Counterproposal is at least as favourable 

to TSI Fund Securityholders as the Other Proposal, then:

•  if the RHIS Counterproposal contemplates an 

amendment to the Schemes, the parties must enter 

into a deed amending the Scheme Implementation 

Agreement and all other necessary documents 

to reflect the RHIS Counterproposal;

•  if the RHIS Counterproposal contemplates any other 

transaction, TSI Fund must make an announcement 

as soon as reasonably practicable recommending the 

RHIS Counterproposal, in the absence of a Superior 

Proposal and subject to an independent expert 

opining that the transaction is in the best interests of 

TSI Fund Securityholders, and the parties must pursue 

implementation of the RHIS Counterproposal in good 

faith; and

•  TSI Fund must not take any further steps in relation 

to the Other Proposal.

(5)  Exception to no-talk, notification and matching 

right obligations

 TSI Fund and its related bodies corporate and their 

representatives may undertake (or refrain from undertaking) 

any action which would otherwise be prohibited by the 

no-talk, notification and matching right obligations referred 

to above in relation to a Competing Proposal or Other 

Proposal received after the date of the Scheme Implementation 

Agreement which was not brought about as a result 

of a breach of the no-shop obligations, where:

•  a majority of the Independent Directors consider 

that the Competing Proposal or Other Proposal 

(as the context requires) constitutes, or would be 

likely to constitute, a Superior Proposal; and
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•  a majority of the Independent Directors determine that 

not undertaking (or not refraining from undertaking) 

that action would be likely to involve a breach of the 

fiduciary duties owed by any Independent Director, 

or it would otherwise be unlawful.

 For the purpose of the exception, the no-talk obligation 

does not restrict TSI Fund or its representatives from 

determining whether a Competing Proposal or Other 

Proposal is one to which the exception applies.

(6) No break fees

 No break fees are payable by any party under the 

Scheme Implementation Agreement.

(g) Termination

Either TSI Fund or RHIS may terminate the Scheme 
Implementation Agreement at any time before 8.00am 
on the Second Court Date if:

•  the other party is in material breach of the Scheme 
Implementation Agreement and the breach is not remedied 
within 5 Business Days (or any shorter period ending on the 
Second Court Date) of the defaulting party receiving notice 
from the non-defaulting party of the breach and an 
intention to terminate the agreement if the breach 
is not remedied; or

•  an Independent Director changes or withdraws their 
recommendation to TSI Fund Securityholders to vote in 
favour of the Schemes, or recommends a superior proposal 
(provided that TSI Fund can only terminate in these 
circumstances if the Independent Director has changed or 
withdrawn their recommendation because the independent 
expert has ceased to conclude that the Schemes are in the 
best interests of TSI Fund Securityholders or TSI Fund has 
received a Superior Proposal (and TSI Fund has first complied 
with the notification and matching rights referred to in the 
description of the exclusivity provisions above)).

The Scheme Implementation Agreement automatically 
terminates if a Court or government agency has taken any 
action permanently restraining or otherwise prohibiting the 
Schemes, or has refused to do any thing necessary to permit 
the Schemes, and the action or refusal has become final and 

cannot be appealed.

(h) RATCH guarantee

RATCH irrevocably and unconditionally guarantees to TSI Fund 
(in its own right and separately as trustee for each relevant 
TSI Fund Securityholder) the due and punctual observance, 
performance and discharge of all obligations of RHIS under 
the agreement and the Schemes.

If RHIS defaults in the due and punctual observance, 
performance or discharge of these obligations, RATCH must, 
immediately on demand by TSI Fund, perform, observe and 

discharge the obligations.

(i) Other

TSI Fund, RHIS and RATCH give representations and warranties 
to each other as to their incorporation, solvency and power to 

enter into the Scheme Implementation Agreement. In addition, 
TSI Fund warrants that it is not in breach of its continuous 

disclosure obligations (as far as it is aware) and has not knowingly 
or recklessly omitted to disclose information which is material 
to RHIS deciding to enter into the Scheme Implementation 
Agreement, or provided information which is materially false 
or misleading.

RHIS has an obligation under the Scheme Implementation 
Agreement to pay all stamp duties and any fines and penalties 
with respect to stamp duty in respect of the Scheme 
Implementation Agreement and the Schemes (or the steps 
to be taken in relation to these).

TSI Fund Securityholders may request a copy of the Scheme 
Implementation Agreement by writing to the Company 
Secretary, Transfield Services Infrastructure Fund, Level 10, 

111 Pacific Highway, North Sydney NSW 2060.

8.2 Transaction Framework Agreement

On 2 May 2011, RATCH, RHIS (in its own capacity and as trustee 
in the circumstances described in Section 9.2 of this Scheme 
Booklet) and TSE entered into a Transaction Framework 
Agreement (TFA) setting out the arrangements between 
them in relation to the Proposal.

The key terms of the Transaction Framework Agreement are set 
out below. Please note that the details below are in summary 
form and do not provide all information.

(a) Selldown of TSE Sale Securities

Following a restructure of the TSI Fund after Implementation 
of the Schemes, RHIS has agreed to buy, and TSE has agreed 
to sell, the TSE Sale Securities on the terms described below 
in Section 9.2 of this Scheme Booklet.

(b) Ancillary Transactions

The parties have agreed to use their best endeavours to 
negotiate in good faith, settle and execute full form agreements 
for the sale of TSE’s development business and portfolio of 
development opportunities, the entry into a Transitional Services 
Agreement that provides for TSE to continue to provide certain 
corporate services to TSIL, amendments to the Operations & 
Maintenance Alliance Agreement, a Shareholders Agreement 
in relation to the parties’ interests in TSIL and the terms of their 
convertible notes and shareholder loan notes. In each case, the 
full form agreements will reflect binding term sheets which are 
attached to the Transaction Framework Agreement.

(c) Conditions precedent

The transactions contemplated by the TFA and the Ancillary 
Transactions are conditional upon:

•  RATCH and RHIS obtaining FIRB approval for the Sell-Down 
Transaction and all other transactions which require approval 
under the Foreign Acquisitions and Takeovers Act 1975 (Cth); and

•  either ASIC granting an exemption from Chapter 6 of the 
Corporations Act in relation to the relevant interests which 
will be acquired under those transactions, or TSI Fund 
Securityholders approving the acquisition of those relevant 
interests for the purposes of section 611 item 7 of the 
Corporations Act (Chapter 6 Condition).

RATCH has obtained the FIRB approval and applied for the 
ASIC relief described above.
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Section 8: Implementation of the Proposal continued

(d) Warranties:

RHIS, RATCH and TSE have provided warranties to one another 

in relation to corporate capacity to enter into the Transaction 

Framework Agreement, no prescribed events having occurred 

(primarily related to insolvency) and related matters. 

(e) Guarantee

The obligations of RHIS have been guaranteed by RATCH.

(f) Restrictions on TSE and exclusivity 

The TFA restricts TSE from disposing of its TSI Fund Securities, 

other than in accordance with that agreement and the Ancillary 

Transactions. The restriction terminates 3 months after the date 

of the agreement, unless the Chapter 6 Condition is satisfied.

TSE has also agreed to certain exclusivity provisions in favour 

of RHIS, namely:

•  No-shop: TSE and its representatives will not (directly or 

indirectly) solicit, invite, encourage or initiate any enquiries, 

negotiations or discussions (or communicate an intention 

to do any of these things), with a view to obtaining any 

expression of interest, offer or proposal from any other 

person in relation to a Competing Proposal or potential 

Competing Proposal (which has the same meaning as 

in the Scheme Implementation Agreement);

• No-talk: TSE and its representatives will not:

 >  enter into, continue or participate in any negotiations 

or discussions regarding a Competing Proposal or 

which may reasonably be expected to lead to a 

Competing Proposal;

 >  provide non-public information regarding TSI Fund 

Group’s businesses or operations to any person to enable 

or assist them to make a Competing Proposal; or

 >  enter into an agreement, arrangement or understanding 

in relation to, or which may reasonably be expected to 

lead to, an expression of interest, offer or proposal from 

any other person in relation to a Competing Proposal,

even if the Competing Proposal was not solicited, invited, 

encouraged or initiated by TSE, or was publicly announced 

by the other person.

• Notification: TSE must inform RHIS of the details of any:

 >  expression of interest, offer or proposal from any 

other person;

 >  approach or inquiry to initiate, continue or resume 

any discussions or negotiations with TSE or its 

representatives; or 

 >  request for non-public information regarding the 

TSI Fund Group, its businesses or operations, or for 

access to TSI Fund Group’s books and records,

in each case in relation to, or which may reasonably 

be expected to lead to, a Competing Proposal.

These exclusivity provisions apply only during the TFA 

Exclusivity Period, which commences on the date of the 

agreement (2 May 2011) and ends upon the first to occur of 

24 August 2011, the termination of the TFA, and Implementation 

of the Schemes.

(g) Break fees

Each of RHIS and TSE has agreed to pay a break fee in the 

amount of $5 million in defined circumstances.

RHIS will pay the break fee to TSE if TSI Fund terminates the 

Scheme Implementation Agreement by reason of (or for 

reasons including) RHIS’ material breach of that agreement.

TSE will pay the break fee to RHIS if:

•  during the TFA Exclusivity Period a Competing Proposal is 

received by TSI Fund or made, and that Competing Proposal 

is announced on or before the scheduled date for the 

Schemes to become Effective in the timetable (namely, 

23 June 2011); and

•  the TFA is terminated; and

•  during the TFA Exclusivity Period or within 12 months after 

the end of the TFA Exclusivity Period, either:

 >  the proponent of the Competing Proposal and its 

Associates acquire voting power or an economic 

interest in at least 50% of TSI Fund Securities, or obtain 

an economic interest in all or a substantial part of the 

assets or businesses of TSI Fund;

 >  any other person and its Associates acquire voting 

power or an economic interest in at least 50% of TSI Fund 

Securities, or obtain an economic interest in all or a 

substantial part of the assets or businesses of TSI Fund; or

 >  TSE disposes of voting power or an economic interest in 

at least 23% of the securities in TSI Fund (on a fully diluted 

basis) on issue at the date of the agreement.

No break fee is payable if the Schemes become Effective, 

or to the extent that payment would be unlawful 

or would breach directors’ duties, or would constitute 

“unacceptable circumstances”.

(h) Termination of the Transaction Framework Agreement

The TFA will automatically terminate if the Scheme Implementation 

Agreement is terminated in accordance with its terms. In 

addition, either party may terminate its obligations in relation 

to completion of a particular tranche of the Sell-Down Transaction 

if at the time the other party is in breach of a material term of 

the TFA (and the terminating party did not cause or contribute 

to the breach), or the other party (or any of its subsidiaries) 

undergoes an insolvency or other external administration event 

which has a material and adverse effect on the party’s ability 

to perform its obligations.

(i) Transfer of employees

TSE and RHIS will ensure that TSIL will offer employment, with 

effect from and conditional upon implementation of the Schemes, 

to certain TSE employees agreed by TSE and RHIS on similar 

terms to those on which they are currently employed. The 

employees who may be offered employment with TSIL include 

those involved in TSE’s portfolio of development projects 

(as referred in Section 9.4 below), as well as some who are 

currently seconded full time to TSI Fund.

F
or

 p
er

so
na

l u
se

 o
nl

y



>>Transfield Services Infrastructure Fund | 34

(j) Other provisions

The TFA includes obligations relating to public announcements, 

confidentiality and other matters.

8.3 Deed Poll

On 16 May 2011, RATCH and RHIS executed the Deed Poll, 

pursuant to which RHIS agreed, subject to the Schemes 

becoming Effective, to deposit an amount equal to the Scheme 

Consideration payable to all TSI Fund Scheme Securityholders in 

a trust account operated by TSI Fund as trustee for the TSI Fund 

Scheme Securityholders. Under the Schemes, TSI Fund must pay 

this money to the relevant TSI Fund Scheme Securityholders. 

A copy of the Deed Poll is attached as Annexure E to this 

Scheme Booklet.

8.4 Scheme Meetings

On or about the date of this Scheme Booklet, the Court ordered 

that the Share Scheme Meetings be convened in accordance 

with the Notices of Meetings and appointed Mr Peter Young 

AM to chair those meetings, and TSIT has convened the Trust 

Scheme Meeting consistent with the Court’s First Judicial Advice.

The Notices of Meetings are set out in Annexure F to this 

Scheme Booklet.

Each TSI Fund Securityholder on the Register on the Meeting 

Record Date (7.00pm on 19 June 2011) is entitled to attend and 

vote at the Scheme Meetings (subject to the relevant Notice of 

Meeting) (referred to in this Scheme Booklet as Eligible TSI Fund 

Securityholders), either in person or by proxy or attorney or, 

in the case of a body corporate, by its corporate representative 

appointed in accordance with section 250D of the Corporations 

Act. Voting at the Scheme Meetings will be by poll.

Instructions on how to attend and vote at the Scheme 

Meetings (in person or by proxy), are set out in Section 4 of this 

Scheme Booklet and in the notes for the Notices of Meetings 

in Annexure F to this Scheme Booklet.

TSE has advised that it will not vote on any of the Resolutions 

to be considered at the Scheme Meetings.

8.5 Share Schemes

The Share Schemes are court supervised arrangements 

between TSIL and TSIL Scheme Shareholders and between 

TSIIL and TSIIL Scheme Shareholders, respectively, pursuant to 

which all of the TSIL Scheme Shares and TSIIL Scheme Shares, 

other than those held by TSE, are transferred to RHIS in 

consideration for the Scheme Consideration. 

To be effective, the Share Schemes must be approved by the 

requisite majorities of Eligible TSIL Shareholders and Eligible 

TSIIL Shareholders at the respective Share Scheme Meetings, 

and by the Court. The Trust Scheme must also become Effective.

Copies of the TSIL Share Scheme is set out in Annexure B 

and the TSIIL Share Scheme is set out in Annexure C.

The Share Scheme Resolutions must be approved by:

(a)  a majority in number (more than 50%) of the Eligible TSIL 

Shareholders and Eligible TSIIL Shareholders (as applicable) 

present and voting whether in person, by proxy, under 

power of attorney or, in the case of a corporate holder, by 

duly appointed corporate representative at the relevant 

Share Scheme Meeting (although the Court has the power 

to dispense with this requirement); and

(b)  at least 75% of the votes cast by Eligible TSIL Shareholders 

and Eligible TSIIL Shareholders on the relevant Share Scheme 

Resolutions at the relevant share scheme meeting.

The Share Scheme Resolutions are set out in the Notices 

of Meetings included in Annexure F.

8.6 Trust Scheme

The Trust Scheme is an arrangement pursuant to which 

all of the TSIT Scheme Units other than those held by TSE, 

are transferred to RHIS. This transfer requires the Eligible 

TSIT Unitholders to approve two separate resolutions.

(a) Amendment Resolution

The Eligible TSIT Unitholders must approve an amendment 

to the TSIT Constitution to authorise all actions necessary or 

desirable for the transfer of TSIT Scheme Units to RHIS (referred 

to in this Scheme Booklet as the Amendment Resolution). 

These amendments are set out in the Supplemental Deed in 

Annexure D. These amendments (by adoption of the Supplemental 

Deed) must be approved by a special resolution, which requires 

approval by at least 75% of the total number of votes cast by 

Eligible TSIT Unitholders on the Amendment Resolution at the 

Trust Scheme Meeting.
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Section 8: Implementation of the Proposal continued

(b) Acquisition Resolution

In addition to the Amendment Resolution, the acquisition by 

RHIS of all the TSIT Scheme Units other than those held by TSE 

must be approved (referred to in this Scheme Booklet as the 

Acquisition Resolution). This approval must be obtained via 

an ordinary resolution of the Eligible TSIT Unitholders for the 

purposes of Item 7 of section 611 of the Corporations Act, 

which requires approval by more than 50% by Eligible TSIT 

Unitholders of the votes cast on the Acquisition Resolution 

in person, by proxy or by corporate representative or attorney 

at the Trust Scheme Meeting.

8.7 Court Approval of Share Schemes

In the event that:

(a)  the Share Scheme Resolutions are approved by the 

requisite majorities of Eligible TSIL Shareholders and 

Eligible TSIIL Shareholders (as applicable); and

(b)  all Conditions Precedent have been satisfied or waived 

(if they are capable of being waived) (see Sections 5.7 

and 8.1(b) of this Scheme Booklet),

TSI Fund will apply to the Court for orders approving 

the Share Schemes.

TSI Fund Securityholders have the right to appear 

at the Second Court Hearing.

8.8 Second Judicial Advice

In the event that:

(a)  the Resolutions are approved by the requisite majorities 

of Eligible TSI Fund Securityholders; and

(b)  all Conditions Precedent have been satisfied or waived 

(if they are capable of being waived) (see Sections 5.7 

and 8.1(b) of this Scheme Booklet),

TSI Fund will apply to the Court, at the same time as it will apply 

for approval of the Share Schemes, for orders confirming that 

the RE would be justified in acting upon the Trust Scheme 

Resolutions and in doing all things, and taking all necessary 

steps, to put the Trust Scheme into effect.

TSI Fund Securityholders have the right to appear at this Court 

hearing seeking the Second Judicial Advice.

8.9 Effective Date

The Schemes will become Effective on the Effective Date, 

being the date of the lodgement with ASIC of an office copy of:

(a)  the Court order from the Second Court Hearing approving 

the Share Schemes; and

(b)  the modification to the TSIT Constitution under section 

601GC(2) of the Corporations Act.

Under the terms of the Scheme Implementation Agreement 

lodgement of these documents must occur on the same day. 

TSI Fund will, on the Schemes becoming Effective, give notice 

of that event to ASX. 

TSI Fund intends to apply to ASX for TSI Fund Securities to be 

suspended from official quotation on ASX from close of trading 

on the Effective Date.

8.10 Scheme Record Date

Those TSI Fund Securityholders on the Register on the Scheme 

Record Date (i.e. at 7.00pm on the fifth Business Day after the 

Effective Date (or such other date as TSI Fund and RHIS agree)) 

(other than TSE) will become entitled to the Scheme 

Consideration in respect of the TSI Fund Securities they 

hold at that time (in this Scheme Booklet, those TSI Fund 

Securityholders are referred to as TSI Fund Scheme 

Securityholders).

8.11 Determination of persons entitled 

to Scheme Consideration

(a) Dealings on or prior to the Scheme Record Date

For the purposes of determining entitlements under the 

Schemes, any dealing in TSI Fund Scheme Securities will only 

be recognised if:

(1)  in the case of dealings of the type to be effected by CHESS, 

the transferee is registered in the Register as the holder of 

the relevant TSI Fund Scheme Securities on or before the 

Scheme Record Date; and

(2)  in all other cases, registrable transmission applications 

or transfers in respect of those dealings are received 

on or before the Scheme Record Date at the Registry.

Subject to the Corporations Act, ASX Listing Rules and the 

TSI Fund Constitutions, TSI Fund must register registrable 

transmission applications or transfers which it receives by the 

Scheme Record Date. TSI Fund will not accept for registration 

or recognise for any purpose any transmission application 

or transfer in respect of TSI Fund Scheme Securities received 

after the Scheme Record Date.F
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(b) Dealings after the Scheme Record Date

For the purposes of determining the entitlement to Scheme 

Consideration, TSI Fund will, until the Scheme Consideration 

has been provided, maintain the Register in its form as at the 

Scheme Record Date, subject to the comments in Section 

8.11(a) of this Scheme Booklet. The Register in this form will 

solely determine entitlements to Scheme Consideration.

From the Scheme Record Date:

(1)  all statements of holding in respect of TSI Fund Scheme 

Securities cease to have effect as documents of title 

in respect of such TSI Fund Scheme Securities; and

(2)  each entry on the Register in respect of the TSI Fund 

Securities (other than entries in respect of RHIS or TSE) 

will cease to be of any effect except as evidence of 

entitlement to Scheme Consideration in respect of the 

TSI Fund Scheme Securities relating to that entry.

8.12 Implementation Date and Payment 

of Scheme Consideration

Payment of the Scheme Consideration will be made on the 

Implementation Date, which is the third Business Day after 

the Scheme Record Date (or such other date as TSI Fund 

and RHIS agree).

The Scheme Consideration will be paid by RHIS making 

a payment to each TSI Fund Scheme Securityholder’s bank 

account nominated with the Registry as at the Scheme Record 

Date. If a TSI Fund Scheme Securityholder does not have 

a nominated bank account with the registry as at the Scheme 

Record Date, that TSI Fund Scheme Securityholder will be sent 

a cheque for any Scheme Consideration that the TSI Fund 

Scheme Securityholder is entitled to receive under the Schemes.

If a TSI Fund Scheme Securityholder does not have a registered 

address or is not known at its registered address, the Scheme 

Consideration will be held by TSI Fund until claimed or applied 

under laws dealing with unclaimed money. 

Once the Scheme Consideration has been paid, the relevant 

TSI Fund Scheme Securities will be transferred to RHIS without 

need for further acts by TSI Fund Scheme Securityholders.

In the case of TSI Fund Securities held in joint names, the Scheme 

Consideration will be made payable to the joint holders and 

sent to the holder whose name appears first in the Register 

as at the Scheme Record Date.

8.13 Distributions to holders of TSI Fund Securities

TSIT expects to have distributable income for the financial 

year ended 30 June 2011. Accordingly, all holders of TSI Fund 

Securities at the Distribution Record Date of 30 June 2011 will 

receive a distribution of at least the amount of that distributable 

income. For TSI Fund Scheme Securityholders the Scheme 

Consideration will be reduced by the amount of that 

distribution. The amount of any distribution is expected to 

be announced to ASX in June 2011, but the aggregate amount 

of distribution to TSI Fund Securityholders will not exceed 

4.1 cents per TSI Fund Security.

It is anticipated that any distribution will be paid at the same 

time as the Scheme Consideration on the Implementation Date 

(which is currently expected to be 5 July 2011).

8.14 Delisting TSI Fund

On a date after the Implementation Date to be determined 

by RHIS, TSI Fund will apply:

(a)  for termination of the official quotation of TSI Fund 

Securities on the ASX; and

(b) to have itself removed from the official list of the ASX.
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Section 9: Detailed outline of the Ancillary Transactions

9.1 The Ancillary Transactions

TSE, RATCH and RHIS (in its own capacity and as trustee 

in the circumstances described in Section 9.2 below) have 

entered into a Transaction Framework Agreement (TFA) in 

relation to TSE’s holding of TSI Fund Securities (further details 

of which are set out in Section 8.2 of this Scheme Booklet), 

and the following Ancillary Transactions which are to be 

undertaken subject to implementation of the Schemes:

•  acquisition by RHIS from TSE of a further 23.84% of TSI Fund 

Securities which will complete at the same time as the 

Schemes such that RHIS will hold 80% of TSI Fund Securities 

and TSE will hold 20% of TSI Fund Securities if the Schemes 

proceed. See paragraph (a) below for more detail on the 

respective holdings of RHIS and TSE immediately after 

implementation of the Schemes;

•  subsequently, TSI Fund will be delisted and destapled, 

and the interests of RHIS and TSE in TSI Fund restructured. 

As a result of this restructure, TSIL will become the holding 

company of the current TSI Fund entities. Shares in TSIL 

will be held 80% by RHIS and 20% by TSE, but due to 

shareholder loans and other securities the economic 

interests will be split between RHIS and TSE in the proportions 

56.16% and 43.84% respectively. TSE will subsequently sell a 

portion of its economic interest (represented by convertible 

notes) at intervals of 6 months (in relation to one half) and 

12 months (in relation to the balance), subject to the deferral 

described below, after implementation of the Schemes 

(Sell-Down Transaction). See Section 9.2 below for more 

detail on the restructure and Sell-Down Transaction;

•  entry into a shareholders agreement that will govern the 

relationship of TSE and RHIS and their respective dealings 

with their securities in TSIL after implementation of the 

Schemes (Shareholders Agreement);

•  acquisition by TSIL of all the shares in Transfield Services 

Wind Developments Pty Limited (TSWDPL) from Transfield 

Services (Australia) Pty Ltd (TSAL) (a subsidiary of TSE). 

TSWDPL (and its subsidiaries) have a portfolio of development 

projects and opportunities, consisting of a number of wind 

projects currently under development, a solar power project 

and a gas-fired generation expansion project for a major 

mining company (Development Portfolio Sale Agreement);

•  certain amendments to the O&M Alliance Agreement with 

respect to the provision of O&M services for existing and 

future assets of TSIL and its subsidiaries (O&M Agreement 

Amending Deed); and

•  termination of the existing management services agreement 

and entry into a transitional services agreement that 

provides for TSAL to continue to provide certain corporate 

services for a period of up to 3 years whilst TSIL builds its 

own capability (Transitional Services Agreement).

These Ancillary Transactions are summarised in further detail 

below. The details below are in summary form and do not 

provide full details on these transactions. At present, the 

Shareholders Agreement, the Development Portfolio Sale 

Agreement, O&M Agreement Amending Deed and the Transitional 

Services Agreement are in the form of term sheets only. TSE, 

RATCH and RHIS have agreed to convert those term sheets into 

full form agreements by no later than the Implementation Date. 

In the event that a full form agreement is not entered into by 

that date, the relevant term sheet will become legally binding.

9.2 Sell-Down Transaction

The transfer of a further 23.84% of TSI Fund Securities will occur 
at the same time as the other TSI Fund Securities are transferred 
to RHIS in accordance with the Schemes. Of the TSI Fund Securities 
to be acquired from TSE by RHIS, the shares in TSIL and TSIIL 
will be acquired legally and beneficially by RHIS for a nominal 
acquisition price. The units in TSIT will be acquired legally by 
RHIS, but held on trust for TSE, and therefore no monetary 
consideration will be paid by RHIS for those units.

Following completion of the Schemes and the acquisition of 
TSI Fund Securities from TSE, RHIS and TSE will cause TSI Fund 
to be delisted from ASX, de-stapled and restructured. The 
restructure will involve:

•  the loan which is currently owing from TSIL to TSIT to be 
partially written down and the balance (Intra-group Loan) 
distributed in-specie to TSE and RHIS (as beneficial owners of 
the units in TSIT) in their respective beneficial proportions;

•  the Intra-group Loan to be satisfied by TSIL issuing RHIS 
with TSIL securities in the form of ordinary shares (Ordinary 
Shares) and shareholder loan notes (Loan Notes), and issuing 
TSE with TSIL securities in the form of Ordinary Shares, Loan 
Notes and convertible notes (Convertible Notes); and 

•  following the issue of the TSIL securities to RHIS and TSE, all 
units in TSIT and shares in TSIIL will be transferred to TSIL for 
nominal consideration so that TSIT and TSIIL become wholly 
owned subsidiary entities of TSIL. TSIT will then be wound up. 

Immediately following the restructure, the Ordinary Shares in 
TSIL will be owned 80% by RHIS and 20% by TSE, but with the 
economic interest (taking into account the value of the Loan 
Notes and Convertible Notes) reflecting a split between RHIS 
and TSE of 56.16% and 43.84%, respectively.

The Convertible Notes held by TSE (TSE Sale Securities) will 
then be sold to RHIS in two tranches within 12 months of the 
Implementation Date, subject to the deferral noted below 
(Sell-Down Transaction). Once the Convertible Notes are 
transferred to RHIS, they will be subject to the same terms 
as the Loan Notes and no longer be convertible into shares 
in TSIL, so RHIS will not be able to acquire additional TSIL shares 
as a result of the Sell-Down Transaction.

The purchase price received by TSE will include an accrued 
distribution component for the 12 month period (Sell-Down 
Period) after the Implementation Date, and will be subject to 
downward adjustment if certain performance criteria are not 

met during the Sell-Down Period. 
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The key terms of the Sell-Down Transaction are set out below:

(a)  TSE Sale Securities: The TSE Sale Securities will be sold 

in two tranches:

•  Tranche 1: $44.5 million of Convertible Notes six months 

following the Implementation Date, representing 11.92% 

of the economic interest in TSIL; 

•  Tranche 2: $44.5 million of Convertible Notes 12 months 

following the Implementation Date, representing 

a further 11.92% of the economic interest in TSIL.

(b)  Purchase Price: The purchase price paid to TSE for Tranche 1

and Tranche 2 will equal the aggregate of the following: 

•  $0.85 per TSE Sale Security (less the amount of TSI Fund’s 

distribution for the half year ending 30 June 2011 received 

by TSE) multiplied by the number of securities sold (that 

is, an amount equal to the Scheme Consideration that 

other TSI Fund Securityholders are paid);

•  plus, during the first 12 months following the Implementation 

Date, an accrued distribution adjustment equal to 4.1 cents 

per TSIL security (including Ordinary Shares, Loan Notes, 

and Convertible Notes) for each relevant 6 month period, 

less distributions which have been paid or declared or 

accrued (but which remain unpaid) on TSE’s securities 

during the relevant 6 month period; 

•  less, a percentage of the revenue and cost impacts 

referable to TSIL’s performance since the Implementation 

Date failing to satisfy certain performance and operational 

levels discussed below; 

•  less, in the case of Tranche 2, a forward-looking 

adjustment equal to 80% of the anticipated impact 

to shareholder value in TSIL due to the events which 

caused TSIL to fail to satisfy the performance and 

operational levels discussed below, with such 

adjustment calculated by reference to an agreed 

financial model.

(c)  Performance Levels: Where certain performance and 

operational levels relating to operational and capital 

expenditure by TSIL and the availability of its assets against 

budget are not satisfied during the Sell-Down Period, 

the purchase price (as calculated above) will be reduced 

accordingly. The adjustment can only be downwards 

– there is no uplift in the purchase price if actual 

performance and operations exceeds budgeted 

performance and operational levels.

(d)  Option to defer: If TSIL has not satisfied the performance 

and operational levels discussed above for the period 

to completion of the sale of Tranche 2, TSE may defer 

completion of the sale and purchase of that tranche. TSE 

will then have the option, until the date that is three years 

after the Implementation Date, to proceed with the sale 

and purchase of Tranche 2; and if it fails to so elect, RHIS 

will cease to be required to purchase Tranche 2 from TSE. 

In the case of a deferred sale, the purchase price will 

include the performance-related adjustments referred 

to above (which will take into account the impact 

of any underperformance in the first 12 months after

the Implementation Date in respect of the period from 

12 months after the Implementation Date to the date of 

completion of the sale of Tranche 2) and forward-looking 

adjustments in the event that the matters that gave rise 

to the underperformance in the first 12 months after the 

Implementation Date have not been rectified.

(e)  Distribution equalisation: During the Sell-Down Period 

(as extended by any deferral by TSE up to the date that 

is three years after the Implementation Date), TSIL will pay 

or be repaid any necessary amounts required to ensure 

that each of TSE and RHIS receive the same distribution per 

TSIL security for each relevant 6 month period during the 

Sell-Down Period (as extended by any deferral by TSE).

9.3 Shareholders Agreement

TSE and RHIS intend to enter into a Shareholders Agreement 

to govern the relationship between TSE and RHIS (together, the 

Shareholders) as holders of Convertible Notes, Loan Notes and 

Ordinary Shares issued by TSIL following the Implementation 

Date as part of the restructure described in Section 9.2 above. 

The key terms of the Shareholders Agreement are set out below:

(a)  Conditions Precedent: The Shareholders Agreement 

is conditional on implementation of the Schemes.

(b) Board:

•  The board of TSIL will comprise directors nominated 

by each of the Shareholders based on their respective 

holdings. For each 15% holding of Ordinary Shares 

in TSIL, Shareholders will have the right to appoint, 

substitute or remove 1 nominee director but only for 

so long as the Shareholder continues to hold at least 

that 15% of the Ordinary Shares.

•  In addition, TSE’s right to appoint, substitute or remove 

nominee directors is subject to it not having sold any 

securities in TSIL to any person other than a wholly 

owned subsidiary (Permitted Transferee). In the event 

that TSE holds less than 30% of the Ordinary Shares, 

it will be entitled to have an observer present at any 

meeting of directors, together with its nominee director, 

whilst it holds at least 15% of the Ordinary Shares.

•  RHIS will have the right to appoint 5 nominee directors 

on and from the Implementation Date given that it will 

hold 80% of the Ordinary Shares as at that date.F
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Section 9: Detailed outline of the Ancillary Transactions continued

(c)  Special Majority Matters: Subject to certain requirements 

(including TSE and RHIS each holding at least 15% of the 

Ordinary Shares), decisions of the TSIL Board on specified 

matters, including such matters regarding investments 

within and outside the agreed investment mandate, material 

disposals, contracts and litigation, adoption of, and changes 

to, the business plan and budget and changes to the 

investment mandate or distribution and dividend policy, 

must be decided by a majority of the board which includes 

at least one RHIS nominated director and at least one TSE 

nominated director.

(d)  Appointment of the CEO: the appointment of the CEO 

will be undertaken in accordance with agreed principles.

(e)  Provision of funds: Funding during the Sell-Down Period 

(as extended by any deferral by TSE) will generally be 

provided by way of loans in the proportion of 80% (by 

RHIS) and 20% (by TSE). Following the Sell-Down Period, 

Shareholders will have the right to subscribe for equity or 

debt securities or provide loans in proportion to their 

relative economic interests in connection with any funding 

of TSIL.

(f)  Shareholder reserved matters: Certain matters, including 

amendment to the TSIL Constitution, varying the capital 

structure (other than by way of an issue of securities in 

accordance with the Shareholders Agreement), investments 

in, and acquisitions of, new assets outside the power and 

water sector and other significant actions and certain 

related party transactions, will require the approval of 

all Shareholders.

(g)  Referral of opportunities: Expansion and development 

opportunities identified by a Shareholder that holds 

at least 15% of the Ordinary Shares (or any of its related 

bodies corporate) that are within the power and water 

sectors in Australia or New Zealand must first be brought 

to TSIL. If TSIL does not elect to proceed with an expansion 

or development opportunity, the party (and any of its 

related bodies corporate) bringing that opportunity 

to TSIL may pursue that opportunity itself.

(h)  Standstill and transfers: Neither RHIS nor TSE may dispose 

its securities in TSIL (other than the Convertible Notes) they 

hold for a period of 5 years from the Implementation Date 

(Standstill Period) (other than via permitted transfers or 

the disposal of the Convertible Notes by TSE). After the 

Standstill Period, either party may dispose of their securities 

to third parties. Transfers to third parties will be subject 

to the pre-emptive, tag-along and drag-along rights. In 

addition, there are clean up rights where a Shareholder 

holds securities below a minimum level.

(i)  Construction services: TSE and RHIS will work together in 

good faith regarding the provision of construction services 

by TSE to TSIL, although TSIL will be under no obligation 

to engage TSE to provide construction services.

9.4 Development Portfolio Sale Agreement

RHIS and TSE have agreed to procure that, on the Implementation 

Date, TSIL will acquire 100% of the issued share capital of 

TSWDPL from TSAL.

The key terms of the sale are set out below:

(a)  Assets to be sold: The assets transferred with TSWDPL 

will include development projects, consisting of a number 

of wind farm projects currently under development, 

together with a solar power project and a gas-fired generation 

expansion project for a major mining company.

(b)  Completion: Completion of the sale will occur on the 

Implementation Date (Completion Date). Completion 

will be conditional on implementation of the Schemes.

(c)  Purchase Price: The total purchase price payable by TSIL 

for the acquisition of TSWDPL is up to $25 million, comprising: 

• $10 million payable on the Completion Date,

•  $5 million upon TSWDPL first obtaining development 

approval for a development project (which will be paid 

on the Completion Date if obtained before the 

Completion Date);

•  $5 million upon the earlier of entry into a binding power 

purchase agreement in relation to, or financial close 

under a project financing arrangement (Financial Close) 

for, a development project; and

•  $5 million upon Financial Close of a second 

development project.

However, if the conditions for the payment of any of the 

second, third or fourth payments have not be satisfied 

by the second anniversary of the Completion Date, TSIL 

is not liable to pay the second, third or fourth payments, 

as applicable.

(d)  Adjustment of Purchase Price: The purchase price will be 

increased by the amount of any funding provided by TSE 

to fund any expenditure in respect of the development 

projects between the date of the Transaction Framework 

Agreement and the Completion Date, subject to certain 

requirements being satisfied. 

(e)  Other obligations: TSAL has given customary undertakings 

in relation to the conduct of the business until Completion 

and warranties and indemnities.

(f)  Funding of acquisition: It is proposed that the purchase 

price payable under the Development Portfolio Sale 

Agreement will be funded by way of shareholder loans 

provided to TSIL by RHIS (as to 80%) and TSE (as to 20%).F
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9.5 O&M Agreement Amending Deed

RHIS and TSE have agreed to procure certain amendments 

concerning TSE’s continued provision of operational and 

maintenance services (O&M services) to TSIL after the 

Implementation Date. The O&M services are currently provided 

under an O&M Alliance Agreement (OMAA) and asset site 

agreements (ASAs) entered into with respect to the assets for 

which TSAL provides O&M services to TSIL. Each ASA incorporates 

a set of general terms and conditions contained in the OMAA, 

and specifies any terms or requirements particular to the relevant 

asset. In addition, each ASA generally sets out the expected 

performance standards and services applicable to each asset.

The key terms of the arrangements are set out below:

(a)  Existing Assets: TSE’s subsidiary TSAL will continue to 

provide O&M services to TSIL in respect of all of the existing 

assets in accordance with the OMAA and ASAs as at the 

Implementation Date, subject to the following conditions:

•  At any time during the five year period commencing 

on the Implementation Date (Initial Period), TSIL may 

undertake market testing of the competitiveness of the 

terms on which TSAL provides O&M services. This market 

testing will not provide TSIL with any additional termination 

or variation rights.

•  After the Initial Period, TSAL would be the preferred 

supplier of O&M services to TSIL in respect of the 

existing assets. TSIL will be entitled after the Initial 

Period, and again after each five-year period following 

the expiry of the Initial Period, to undertake market 

testing in respect of the existing assets and replace

TSAL as the provider of O&M services for any or all of 

the existing assets. However, TSAL will have a right of 

first offer and the right to submit a best and final offer 

in respect of the provision of O&M services for existing 

assets as part of the market testing process.

(b)  New Assets: TSAL would have a right of first offer, and be 

the preferred provider of O&M services in respect of a new 

asset, subject to a superior competing third party offer for 

the provision of O&M services. TSAL’s right of first offer to 

supply O&M services to TSIL in respect of a new asset TSIL 

acquires is subject to TSE:

•  not having sold any securities in TSIL other than pursuant 

to the Sell-Down Transaction or to a Permitted Transferee;

•  continuing to hold at least 15% of the Ordinary Shares 

of TSIL; and

•  contributing at least 15% of the capital required from 

the Shareholders to fund the investment in or 

acquisition of that new asset.

(c)  Alliance Board: The Alliance Board under the OMAA will 

continue to operate and will oversee the alliance and the 

provision of the Services by TSAL under the OMAA and ASAs.

(d)  Excluded Assets: TSE does not provide O&M services to 

TSIL in respect of the following assets: BP Kwinana, Yan 

Yean Water Filtration Plant, Macarthur Water Filtration Plant, 

Loy Yang A and the existing O&M arrangements for these 

assets will not be affected by the O&M Agreement 

Amending Deed.

9.6 Transitional Services Agreement

TSAL and TSIL will enter transitional arrangements for TSAL to 

provide certain services to TSIL after the Implementation Date.

The key terms of the arrangements are set out below:

(a)  Purpose: The Transitional Services Agreement (TSA) will 

replace the current Management Services Agreement 

(MSA) between TSAL and TSI Fund which will be terminated. 

No fee or other amount will be paid to TSAL for termination 

of the MSA.

(b)  Term: TSAL’s appointment as the provider of the services 

under the TSA is for a 3 year term.

(c)  Existing TSE Seconded Staff: TSE staff who are currently 

seconded to TSIL may be offered direct employment 

with TSIL, so as to internalise management. Refer to the 

summary of the Transaction Framework Agreement above, 

which provides additional information about the transfer 

of employees. 

(d)  Scope of TSE’s Obligations: TSAL will provide TSIL with 

the following services under the TSA (TSA Services):

•  shared IT Services (which includes the provision 

of shared information technology services and 

payroll services);

•  services in relation to insurance to be taken up by TSIL 

and preparing and conducting claims made under the 

insurance policies;

•  a sub-lease of a portion of TSE’s premises in Sydney 

and Brisbane; and

•  at the request of TSIL, additional services such as risk 

management and compliance services and other 

services to generally assist TSIL in its day-to-day operations.

(e)  Pricing: The TSA Services (other than the provision of the 

sub-leases) will be charged using a combination per user 

fixed rate (which will include a commercial margin) and an 

hourly rate based on the costs incurred by TSAL in providing 

the services (which will include a commercial margin).
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Section 10: Taxation implications

10.1 Introduction

Set out below is a brief summary of the Australian tax 

implications of the Schemes for TSI Fund Scheme Securityholders 

that are individuals, complying superannuation entities or 

companies that hold their TSI Fund Scheme Securities on 

capital account for tax purposes. This summary does not 

address the tax implications for those TSI Fund Scheme 

Securityholders that hold their securities as trading stock 

or as general revenue assets, or are subject to special tax 

rules such as those that apply to insurance companies, 

trusts and partnerships.

This summary is necessarily high-level in nature and not 

exhaustive. It does not take into account the specific facts and 

circumstances of any particular TSI Fund Scheme Securityholder, 

which will ultimately determine the precise tax implications 

of the Schemes from their perspective. Accordingly, TSI Fund 

Scheme Securityholders should seek their own independent 

tax advice as to their participation in the Schemes, based on 

their specific circumstances.

This summary is based on the Australian tax laws in force and 

the practice of the Australian Taxation Office (ATO) applicable 

as at the date of this Scheme Booklet.

10.2 CGT implications for Australian resident TSI Fund 

Scheme Securityholders

(a) Disposal

Each TSI Fund Scheme Security comprises one TSIL Share, one 

TSIIL Share and one TSIT Unit, which are stapled together and 

cannot be traded separately. However, for income tax purposes 

each TSIL Share, TSIIL Share and TSIT Unit is treated as a separate 

CGT asset. 

Accordingly, the disposal of a TSI Fund Scheme Security under 

the Schemes would be treated for CGT purposes as separate 

disposals of a TSIL Share, TSIIL Share and TSIT Unit. The CGT 

implications of each disposal will need to be determined 

separately; in particular, a TSI Fund Scheme Securityholder 

will be taken to have a particular cost for, and receive particular 

proceeds from the disposal of, each respective share and unit.

(b) Consideration on disposal

TSI Fund Scheme Securityholders will receive the Scheme 

Consideration5 of $0.85 cash for each TSI Fund Scheme 

Security they dispose of under the Schemes. TSI Fund Scheme 

Securityholders will need to apportion the Scheme Consideration 

between each TSIL Share, TSIIL Share and TSIT Unit on 

a reasonable basis.

In accordance with the ATO’s general practice, one permissible 

method of apportionment would be on the basis of the relative 

net asset values of TSIL, TSIIL and TSIT. Information regarding 

these relative net asset values will be available on the TSI Fund 

website: www.tsifund.com.

(c) Capital gain/loss

A TSI Fund Scheme Securityholder will make a capital gain 

on disposal of a TSIL Share, TSIIL Share or TSIT Unit if their capital 

proceeds from the disposal exceeds their CGT cost base for 

the share or unit.

Conversely, a TSI Fund Scheme Securityholder will make a capital 

loss if their capital proceeds are less than their CGT reduced cost 

base for the share or unit.

Capital losses may be used to offset any capital gains 

a TSI Fund Scheme Securityholder makes in the same income 

year. Alternatively, capital losses may be carried forward to 

offset against future capital gains. Capital losses are applied 

against capital gains before the application of the CGT discount 

(see Section 10.2(f) below). Capital losses may not be used 

to offset other assessable income. The ability of a company 

to utilise capital losses is subject to certain loss utilisation 

provisions being satisfied.

(d) Capital proceeds

The capital proceeds from the disposal of a TSIL Share, TSIIL Share 

or TSIT Unit will include the portion of the Scheme Consideration 

reasonably attributed to the share or unit.

The Scheme Consideration will be reduced to the extent that 

a Permitted Distribution is made prior to implementation of the 

Schemes. A Permitted Distribution would comprise previously 

undistributed income of TSIT for the period ending 30 June 2011, 

and be paid to registered TSIT Unitholders as at that date, as is 

required in the ordinary course of TSIT’s business under the 

TSIT Constitution. 

In certain cases, a dividend or distribution paid by a company 

or trust that is subject to a change of ownership by way of a 

takeover or scheme of arrangement will form part of the capital 

proceeds for a vendor from the disposal of their shares or units. 

Broadly, this may be the case if the dividend or distribution does 

not occur independently of the contract or scheme of 

arrangement in respect of the disposal of the shares or units. 

The ATO’s views as to when a dividend will form part of the 

capital proceeds from the disposal of shares are set out in 

Taxation Ruling TR 2010/4, and may be applicable by analogy 

to the disposal of units in a trust. 

TR 2010/4 suggests that where a contract specifies a price 

payable for shares that is to be reduced by the amount of a 

dividend payable in accordance with the contract, the dividend 

would generally be treated as part of the capital proceeds from 

the disposal of the shares. With respect to the disposal of TSIT 

Units, although the Scheme Consideration will be reduced 

by the amount of any Permitted Distribution, the Permitted 

Distribution would not be paid as a term of the Trust Scheme 

itself. Rather, as noted above, it would be paid in the ordinary 

course of TSIT’s business pursuant to the current terms of the 

TSIT Constitution.

5  The Scheme Consideration will be reduced by any TSI Fund distributions declared or paid. See Section 8.13 of this Scheme Booklet for further information.
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Further, none of the other factors referred to in TR 2010/4 as 

potentially leading to a conclusion that a dividend/distribution 

is part of capital proceeds would be present in this case. 

In particular, unitholder acceptance of the TSIT Scheme would 

not be conditional on: (i) the Permitted Distribution occurring; 

(ii) RHIS or a third party financing or facilitating the payment 

of the Permitted Distribution; or (iii) RHIS or a third party being 

obliged to bring about the result that the Permitted Distribution 

will be received by TSIT Unitholders. 

Accordingly, having regard to the principles in TR 2010/4, 

it is considered that any Permitted Distribution should not 

be included in capital proceeds from the disposal of TSIT Units. 

However, it is possible the ATO would reach a different view 

and TSI Fund Scheme Securityholders should seek their own 

independent tax advice on this matter.

(e) CGT cost base/reduced cost base

Generally, for the purposes of calculating any capital gain/loss 

on disposal of a share or unit, a TSI Fund Scheme Securityholder’s 

cost base (and reduced cost base) for the share or unit will 

be the amount they paid for the share or unit (plus certain 

incidental costs of acquisition and disposal). 

As noted above, TSI Fund Scheme Securityholders will need 

to apportion the Scheme Consideration they receive between 

each TSIL Share, TSIIL Share and TSIT Unit on a reasonable basis. 

Similarly, TSI Fund Scheme Securityholders will need to apportion 

the purchase price they paid for each TSI Fund Scheme Security 

between each TSIL Share, TSIIL Share and TSIT Unit.

Importantly, a TSI Fund Scheme Securityholder’s cost base 

(and reduced cost base) for each TSIT Unit they hold will have 

been reduced by any tax deferred distributions they have 

received in respect of that TSIT Unit.

(f) CGT discount

TSI Fund Scheme Securityholders that are individuals, trusts 

or complying superannuation entities and have held their TSI 

Fund Scheme Securities for at least 12 months prior to the 

Implementation Date should be eligible for the CGT discount 

for any capital gains they make on disposal of their TSIL Shares, 

TSIIL Shares and TSIT Units.

If available, the CGT discount reduces a capital gain by 50% for 

individuals and trusts, and by 33.33% for complying superannuation 

entities. Companies are not eligible for the CGT discount. 

As noted above, capital losses are applied against capital gains 

before the application of the CGT discount.

10.3 CGT implications for non-resident TSI Fund 

Scheme Securityholders

Australia’s CGT rules have a narrow scope of operation with 

respect to non-residents. Any capital gains or losses that arise 

for non-resident TSI Fund Scheme Securityholders should be 

disregarded unless the relevant share or unit is ‘taxable 

Australian property’. This should only be the case where:

•  the non-resident (together with its associates) beneficially 

owns 10% or more of the shares/units at the time of the 

disposal or throughout a 12 month period during the 

previous 2 years; and (ii) more than 50% of the assets of the 

company/trust (and its subsidiaries) are interests in Australian 

real property; or

•  the shares/units have been used in carrying on a business 

through a permanent establishment in Australia.

If a non-resident TSI Fund Scheme Securityholder was subject 

to Australian CGT on disposal of their TSI Fund Scheme Securities, 

they should determine whether they are eligible for relief under 

any double tax treaty between Australia and their country of 

residence. If double tax treaty relief is not available, the TSI Fund 

Scheme Securityholder may be eligible for the CGT discount 

as described above for Australian residents.

10.4 GST implications

There should generally be no good and services tax (GST) 

payable by TSI Fund Scheme Securityholders in respect 

of the Schemes.

However, GST may be payable on any advisory/professional 

fees and other related costs that a TSI Fund Scheme Securityholder 

incurs in relation to their participation in the Schemes (for 

instance, professional fees paid in respect of tax or financial 

advice). The ability to recover input tax credits on such costs 

will depend on the individual circumstances of TSI Fund 

Scheme Securityholders.

10.5 Stamp Duty

No stamp duty should be payable by a TSI Fund Scheme 

Securityholder on disposal of their TSI Fund Scheme Securities 

under the Schemes.
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Section 11: Additional information

11.1 Interests in TSI Fund held by, and voting intentions 

of, TSI Fund Directors

As at the date of this Scheme Booklet, the TSI Fund Directors 

had the following relevant interests in TSI Fund Securities:

Director Number of TSI Fund Securities

Mr Peter Young AM 718,068 (includes securities held 

by related parties)

Mr Peter Goode Nil (related party holds 611,111 

shares in Transfield Services Limited)

Mr Steve MacDonald 136,772 (includes securities held 

by related parties)

Mr David Mathlin 507,299 (includes securities held 

by related parties)

Ms Emma Stein Nil

Total 1,362,139

No director of TSI Fund has acquired or disposed of a relevant 

interest in any TSI Fund Securities in the 4 month period ending 

on the date immediately before the date of this Scheme Booklet, 

other than David Mathlin, who acquired 34,242 securities in TSI 

Fund’s distribution reinvestment plan on 16 March 2011.

The Independent Directors who hold or control TSI Fund 

Securities intend to vote in favour of the Schemes, in the 

absence of a Superior Proposal.

Steve MacDonald will abstain from voting on the Schemes in 

respect of the TSI Fund Securities he owns. Peter Goode does 

not own any TSI Fund Securities.

11.2 Interests and dealings in RATCH shares

As at the date immediately before the date of this Scheme 

Booklet, no director of TSI Fund had a relevant interest in any 

RATCH shares.

No director of TSI Fund acquired or disposed of a relevant 

interest in any RATCH shares in the 4 month period ending on 

the date immediately before the date of this Scheme Booklet.

11.3 Benefits and agreements

(a) Benefits in connection with retirement from office

There is no payment or other benefit that is proposed to be 

made or given to any director, secretary or executive officer of 

TSI Fund (or its Related Bodies Corporate) as compensation for 

the loss of or consideration for or in connection with his or her 

retirement from office in TSI Fund or any of its Related Bodies 

Corporate in connection with the Schemes.

David Mathlin and Emma Stein are expected to retire as 

directors of TSI Fund once the Schemes are implemented. 

Peter Young AM will continue in the role of Independent 

Non-Executive Chairman. No directors are entitled to any 

severance or retirement payments. The TSE nominee directors 

(Peter Goode and Steve MacDonald) may continue in either 

director or observer capacity following the Implementation 

Date. Please refer to Section 9.3 for details of the Shareholders 

Agreement, which includes a discussion of RHIS and TSE’s 

relative powers regarding Board composition following the 

Implementation Date.

(b)  Agreements connected with or conditional 

on the Schemes

There are no agreements made between any director of TSI Fund

and any other person in connection with, or conditional on, the 

outcome of the Schemes other than in their capacity as a holder 

of TSI Fund Securities, or as set out below.

(c) Benefits under the Schemes

None of the directors of TSI Fund has agreed to receive, or 

is entitled to receive, any benefit from RATCH or RHIS which 

is conditional on, or is related to, the Schemes, other than in 

their capacity as a holder of TSI Fund Securities or as set out 

in Section 11.3(b).

(d) Interests of TSI Fund Directors in contracts with RATCH

None of the directors of TSI Fund has any interest in any 

contract entered into by RATCH.

11.4 Status of regulatory approvals

The regulatory approvals that are conditions to the Schemes 

are summarised in Section 8.1(b) of this Scheme Booklet. 

As at the date of this Scheme Booklet:

•  on 28 April 2011, the Foreign Investment Review Board 

notified RHIS that there are no objections to the Proposal 

in terms of the Australian Government’s foreign investment 

policy. Accordingly, the condition precedent to the Schemes 

relating to this approval (as referred to in Section 8.1(b)(1)) 

has been satisfied; and

•  the other regulatory modifications, exemptions, 

confirmations and other relief referred to in Section 8.1(b) 

have either been applied for or have been obtained as 

described in Sections 11.5 and 11.6.

TSI Fund will make a statement regarding the status of these 

conditions at the commencement of the Scheme Meetings. 
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11.5 ASIC relief

(a)  Payments or benefits proposed to be made or given 

to TSI Fund Directors or officers

Clause 8302(d) of part 3 of schedule 8 to the Corporations 

Regulations requires this Scheme Booklet to disclose 

particulars of any payment or benefit that is proposed to be 

made or given to any director, secretary or executive officer 

of TSI Fund or a related body corporate of TSI Fund (Relevant 

Person) as compensation for loss of office, or as consideration 

for or in connection with his or her retirement from office.

ASIC has granted TSI Fund relief from this requirement such that:

(1)  TSI Fund is not required to disclose particulars of payments 

or benefits proposed to be made or given to a Relevant 

Person in relation to their loss of office or retirement from 

office, unless: 

(A)  the Relevant Person will lose office or retire from 

office as a consequence of, or in connection with 

the Schemes; or

(B)  the amount of any payment or benefit which may be 

made to the Relevant Person upon their loss of office 

or retirement from office may be materially affected 

by the Schemes; and

(2)  the Scheme Booklet is not required to state the identity 

of any Relevant Person who will lose office or retire from 

office in connection with the Schemes, unless that person 

is a director of TSI Fund.

(b) Change in Financial Position

Clause 8302(h) of part 3 of schedule 8 to the Corporations 

Regulations requires this Scheme Booklet to set out whether, 

within the knowledge of the Independent Directors, the financial 

position of TSI Fund has materially changed since the date of 

the last balance sheet laid before a TSI Fund annual general 

meeting or sent to members of TSI Fund in accordance with 

section 314 or 317 of the Corporations Act. 

ASIC has granted TSI Fund relief from this requirement on the 

condition that:

(1)  TSI Fund has complied with Division 2 of Part 2M.3 

of the Corporations Act in respect of the half year 

ended 31 December 2010;

(2)  TSI Fund has lodged with ASIC and ASX the documents 

referred to in section 303 of the Corporations Act for the 

half year ended 31 December 2010 on or before the date 

this Scheme Booklet is despatched to members of TSI Fund;

(3)  this Scheme Booklet states that TSI Fund will give a copy 

of the documents referred to in paragraph (2) above, free 

of charge to anyone who requests them before the 

Schemes to which this Scheme Booklet relates are 

approved by the Court;

(4)  all material changes in TSI Fund’s financial position occurring 

after 31 December 2010 but prior to the date of this Scheme 

Booklet are disclosed in this Scheme Booklet; and

(5)  this Scheme Booklet is substantially in the form given 

to ASIC on 13 May 2011.

(c) Modification of Item 7 of Section 611 of the Corporations Act

ASIC has provided a modification of Item 7 of Section 611 of the 

Corporations Act, to permit Eligible TSIT Unitholders to vote in 

favour of the Acquisition Resolution at the Trust Scheme 

Meeting for the purpose of Item 7 of Section 611.

(d)  Unsolicited offers to purchase financial products 

off-market relief

ASIC has made an in principle decision to grant an exemption 

from any requirement for RHIS to comply with Division 5A 

of Part 7.9 of the Corporations Act in relation to the Schemes.

(e)  General financial product advice

ASIC has made an in principle decision to grant an exemption 

from the requirements of Part 7.6 of the Corporations Act 

in relation to any general financial product advice by RHIS 

contained in the Scheme Booklet.

(f) Joint bid relief

RATCH has applied to ASIC for relief to permit it to acquire 

a relevant interest in TSE’s TSI Fund Securities in accordance 

with the terms of the Co-operation Deed and the Transaction 

Framework Agreement. The relief is necessary because 

TSE currently holds more than 20% of the issued TSI Fund 

Securities. Pending the grant of this relief, RATCH has certain 

rights under the Transaction Framework Agreement to restrain 

TSE from selling or disposing of its TSI Fund Securities for 

up to 3 months from the execution of that agreement.

11.6 ASX relief

(a) Confirmation in relation to TSIT Constitution

ASX has confirmed that it does not object to the draft 

modifications of the TSIT Constitution required for the Trust 

Scheme or the Scheme Booklet under Listing Rule 15.1.

(b) Listing Rule 10.1 approval

Listing Rule 10.1 provides that an entity must ensure that it 

does not acquire a substantial asset from a substantial holder 

without the approval of holders of the entity’s ordinary securities. 

ASX has confirmed to TSI Fund that TSI Fund securityholder 

approval of the performance of the Development Portfolio Sale 

Agreement for the purposes of Listing Rule 10.1 will not be 

required, subject to the Schemes becoming effective.
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11.7 Formal disclosures and consents

(a) Consents

This Scheme Booklet contains statements made by, or 

statements said to be based on statements made by: 

(1) RATCH and RHIS in respect of the RHIS Information only; and 

(2) Deloitte as the Independent Expert.

Each of those persons named above has consented to the 

inclusion of each statement it has made in the form and 

context in which the statements appear and has not withdrawn 

that consent at the date of this Scheme Booklet.

The following parties have given and have not, before the time 

of registration of this Scheme Booklet with ASIC, withdrawn 

their consent to be named in this Scheme Booklet in the form 

and context in which they are named:

(3)  Merrill Lynch International (Australia) Limited as financial 

adviser to TSI Fund;

(4)  Freehills as legal adviser to TSI Fund (other than in relation 

to taxation matters); and

(5)  Computershare Investor Services Pty Limited as the Registry.

(b) Disclosures and responsibility

Further each person named in Sections 11.7(a)(1) – 11.7(a)(5):

(1)  has not authorised or caused the issue of this Scheme Booklet;

(2)  does not make, or purport to make, any statement in this 

Scheme Booklet or any statement on which a statement 

in this Scheme Booklet is based, other than:

 RATCH and RHIS in respect of the RHIS Information only; and

 Deloitte, in relation to its Independent Expert’s Report,

(3)  to the maximum extent permitted by law, expressly 

disclaims all liability in respect of, makes no representation 

regarding, and takes no responsibility for, any part of this 

Scheme Booklet other than a reference to its name and the 

statement (if any) included in this Scheme Booklet with the 

consent of that party as specified in this Section 11.7.

11.8 No unacceptable circumstances

The TSI Fund Directors believe that the Schemes do not involve 

any circumstances in relation to the affairs of TSI Fund that 

could reasonably be characterised as constituting ‘unacceptable 

circumstances’ for the purposes of section 657A of the 

Corporations Act.

11.9 Other information material to the making 

of a decision in relation to the Schemes

Except as set out in this Scheme Booklet, there is no other 

information material to the making of a decision in relation to 

the Schemes, being information that is within the knowledge 

of any Independent Directors, at the time of lodging this 

Scheme Booklet with ASIC for registration, which has not 

previously been disclosed to TSI Fund Securityholders. 

If, between the date of lodgement of this Scheme Booklet for 

registration by ASIC and the Effective Date, TSI Fund becomes 

aware that:

(a)  a material statement in this Scheme Booklet is false 

or misleading;

(b) there is a material omission from this Scheme Booklet;

(c)  a significant change affecting a matter in this Scheme 

Booklet has occurred; or

(d)  a significant new matter has arisen which would have 

been required to be included in this Scheme Booklet 

if it had arisen before the date of lodgement of this 

Scheme Booklet for registration by ASIC, 

TSI Fund will prepare a supplementary document to this 

Scheme Booklet. The form which the supplementary document 

may take, and whether a copy will be sent to each TSI Fund 

Securityholder, will depend on the nature and timing of the 

new or changed circumstances.

In all cases, the supplementary document will be available 

from TSI Fund’s website at www.tsifund.com and from the 

ASX website at www.asx.com.au.

Section 11: Additional information continued
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12.1 Glossary

The meanings of the terms used in this Scheme Booklet are set out below.

Term Meaning

Acquisition Resolution the ordinary resolution approving for all purposes, including item 7 of section 

611 of the Corporations Act, the acquisition by RHIS of all the TSIT Units other 

than those held by TSE and the steps required to implement the Trust Scheme.

Amendment Resolution the special resolution for the purposes of section 601GC(1) of the Corporations 

Act to approve amendments to the TSIT Constitution to facilitate the Trust 

Scheme and to authorise the RE to execute and lodge a document with ASIC 

to give effect to those amendments.

Ancillary Transactions the transactions the subject of the Transaction Framework Agreement 

(as described in Sections 5.3 and 9 of this Scheme Booklet), being the: 

• Sell-Down Transaction; 

• Shareholders Agreement; 

• Development Portfolio Sale Agreement; 

• O&M Agreement Amending Deed; and 

• Transitional Services Agreement.

ASIC Australian Securities and Investments Commission.

Associate the meaning given in section 12(2) of the Corporations Act.

ASX ASX Limited (ACN 008 624 691) or, where the context requires, the securities 

market it operates.

ASX Listing Rules the listing rules of the ASX.

ATO the Australian Taxation Office.

Australian Accounting Standards the standards issued by the Australian Accounting Standards Board as in force 

at the balance date of the relevant financial statements.

Board board of directors.

Business Day a day that is not a Saturday, Sunday, public holiday or bank holiday 

in Sydney, Australia or Bangkok, Thailand.

Capital Structure Review the capital structure review conducted by the TSI Fund in 2009 and 2010, 

the conclusion of which was announced in May 2010.

CGT capital gains tax.

CHESS the Clearing House Electronic Sub-Register System for the electronic transfer 

of securities and other financial products operated by ASX Settlement Pty Ltd 

ACN 008 504 532.

Claim a demand, claim, action or proceeding, however arising and whether present, 

unascertained, immediate, future or contingent, including any claim for 

specific performance. 

Section 12: Glossary and interpretation
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Term Meaning

Competing Proposal any expression of interest, offer or proposal by any person (other than RHIS 

or its Associates): 

1  to consider or enter into any transaction which, if ultimately completed, 

will have the result that: 

(i)  any person or two or more persons who are Associates (other than 

RHIS or its Associates) will, or would reasonably be expected to, acquire 

voting power in 50% or more of TSI Fund Securities; or

(ii)  a person (other than RHIS or its Associates) will, or would reasonably be 

expected to, acquire control of TSI Fund, within the meaning of section 

50AA of the Corporations Act, 

including by way of a takeover bid, scheme of arrangement, amalgamation, 

merger, capital reconstruction, consolidation, shareholder-approved 

TSI Fund Security acquisition or issuance, share buy-back or repurchase, 

reverse takeover, establishment of a new holding entity for TSI Fund or 

any other transaction or arrangement with TSI Fund; 

2  to acquire, have a right to acquire or obtain an economic interest 

in (whether directly or indirectly) all or a substantial part of the assets 

or business of the TSI Fund Group;

3  to form a dual listed company structure, stapled security structure or other 

form of synthetic merger having the same or substantially the same effect 

as a takeover bid for, or scheme of arrangement or merger in respect of, 

TSI Fund; or

4  for TSI Fund to issue or agree to issue securities in TSI Fund which would 

represent 20% or more of the issued securities in TSI Fund (on a fully 

diluted basis treating all securities in TSI Fund as the same class and type 

for this purpose) as consideration for cash or the assets or securities 

of another person. 

Conditions Precedent the conditions precedent in the Scheme Implementation Agreement, which 

are set out in Section 8.1(b) of this Scheme Booklet.

Co-operation Deed the deed of that name signed by RATCH and TSE and dated 30 March 2011, 

a copy of which was released to ASX on 1 April 2011 by TSI Fund with RATCH’s 

initial substantial holder notice.

Corporations Act the Corporations Act 2001 (Cth).

Corporations Regulations the Corporations Regulations 2001 (Cth).

Court the Supreme Court of New South Wales or such other Court of competent 

jurisdiction under the Corporations Act as may be agreed to in writing 

by TSI Fund and RHIS.

CPRS Carbon Pollution Reduction Scheme.

Deed Poll the deed poll executed by RATCH and RHIS on 16 May 2011 pursuant to which 

RHIS acknowledges and confirms its obligations under the Schemes, and 

RATCH guarantees the obligations of RHIS. A copy of the executed Deed Poll 

is contained in Annexure E to this Scheme Booklet.

Section 12: Glossary and interpretation continued
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Term Meaning

Development Portfolio Sale Agreement the agreement providing for the acquisition by TSIL of all the shares 

in TSWDPL from TSAL.

The Development Portfolio Sale Agreement is more fully described 

in Section 9.4 of this Scheme Booklet. 

Disclosure Cut-off Time 5.00pm (Sydney time) on 19 April 2011. 

Distribution Record Date the record date in respect of any proposed TSI Fund Securityholder 

distribution, being 7.00pm on 30 June 2011.

EBITDA earnings before interest, tax, depreciation and amortisation as determined 

under International Financial Reporting Standards as adopted in Australia.

Effective when used in relation to: 

1  the Share Schemes, the coming into effect, under section 411(10) 

of the Corporations Act, of the Court order made under section 411(4)(b) 

of the Corporations Act in relation to the relevant scheme; and

2  the Trust Scheme, the coming into effect, under section 601GC(2) of the 

Corporations Act, of the amendments to the TSIT Constitution to facilitate 

the Trust Scheme. 

Effective Date when used in relation to: 

1  the Share Schemes, the date on which an office copy of the Court order 

made under section 411(4)(b) of the Corporations Act approving the 

relevant scheme is lodged with ASIC; and

2  the Trust Scheme, the date on which the RE lodges the amendments 

to the TSIT Constitution to facilitate the Trust Scheme with ASIC,

which, in accordance with the Scheme Implementation Agreement, must 

be the same day. 

EGAT Electricity Generating Authority of Thailand.

Eligible TSI Fund Securityholder in relation to any Resolution, each TSI Fund Securityholder who is registered on the 

Register on the Meeting Record Date (subject to the relevant Notice of Meeting).

Eligible TSIL Shareholder in relation to any Resolution, each TSIL Shareholder who is registered on the 

Register on the Meeting Record Date (subject to the relevant Notice of Meeting).

Eligible TSIIL Shareholder in relation to any Resolution, each TSIIL Shareholder who is registered on the 

Register on the Meeting Record Date (subject to the relevant Notice of Meeting).

Eligible TSIT Unitholder in relation to any Resolution, each TSIT Unitholder who is registered on the 

Register on the Meeting Record Date (subject to the relevant Notice of Meeting).

Entity includes a natural person, a body corporate, a partnership, a trust and the 

trustee of a trust.

Exclusivity Period the period from and including the date of the Scheme Implementation 

Agreement to the earliest of: 

1 the Implementation Date;

2  the date the Scheme Implementation Agreement is terminated 

in accordance with its terms; and

3 the Sunset Date.
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Section 12: Glossary and interpretation continued

Term Meaning

Fairly Disclosed disclosed in sufficient detail so as to enable a reasonable and sophisticated 

buyer (or one of its Representatives) experienced in transactions similar to the 

Schemes and experienced in a business similar to any business conducted by 

the TSI Fund Group, to identify the nature and effect of the matter, event or 

circumstance disclosed.

First Judicial Advice confirmation from the Court under section 63 of the Trustee Act 1925 (NSW) 

that the RE would be justified in convening the relevant Scheme Meeting and 

proceeding on the basis that amending the TSIT Constitution as set out in the 

Supplemental Deed would be within the powers of alteration conferred by the 

TSIT Constitution and section 601GC of the Corporations Act.

GEAC Great Energy Alliance Corporation Pty Limited ACN 105 266 028.

Government Agency whether foreign or domestic: 

1  a government, whether federal, state, territorial or local or a department, 

office or minister of a government acting in that capacity; or

2  a commission, delegate, instrumentality, agency, board, or other 

government, semi-government, judicial, administrative, monetary or fiscal 

body, department, tribunal, entity or authority, whether statutory or not, 

and includes any self-regulatory organisation established under statute 

or any stock exchange.

Implementation Date the third Business Day after the Scheme Record Date or such other day 

as TSI Fund and RHIS agree.

Independent Directors the directors of the TSI Fund Board other than Peter Goode and Steve 

MacDonald, being Peter Young AM, David Mathlin and Emma Stein.

Independent Expert or Deloitte Deloitte Corporate Finance Pty Limited ACN 003 833 127.

Independent Expert’s Report the report prepared by the Independent Expert dated 17 May 2011 

set out in Annexure A.

LYA Loy Yang A Power Station.

LYMMCo Loy Yang Marketing Management Company Pty Limited ACN 105 758 316.

Management Services Agreement or MSA the Transfield Services Infrastructure Fund Amended Management 

Services Agreement between TSIL, TSIIL, the RE and TSAL dated 27 April 2007 

(as amended on 3 March 2010).
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Term Meaning

Material Adverse Change one or more occurrences or any fact, matter or circumstance (whenever 

occurring) that individually, or when aggregated with all such occurrences, 

facts, matters or circumstances, has had or is reasonably likely to have one 

of the following effects: 

1  to prevent or would be likely to prevent TSI Fund from materially 

discharging its obligations under the Scheme Implementation Agreement; 

2  the TSI Fund Group being unable to carry on its business in substantially 

the same manner as it is carried on as at the date of the Scheme 

Implementation Agreement; 

3  to expose the TSI Fund Group to a claim where the amount that could 

reasonably be expected to be awarded against the TSI Fund Group if the 

Claim, together with all directly related Claims, were successful (net of all 

insurance proceeds and other amounts that can be recovered from third 

parties in relation to the claim) is at least $5 million; 

4   to diminish the EBITDA of the TSI Fund Group for the 12 months ending 

30 June 2011 to $95 million or less (excluding all fees and costs incurred 

by TSI Fund in connection with all of the transactions contemplated by 

the Scheme Implementation Agreement and the Transaction Framework 

Agreement (and the Schemes) but including all insurance proceeds and 

other and other amounts that can be recovered from third parties 

in relation to the relevant event); or

5  to reduce the EBITDA of the TSI Fund Group for a financial year commencing 

on or after 1 July 2011 by $10 million or more (excluding all fees and costs 

incurred by TSI Fund in connection with all of the transactions contemplated 

by the Scheme Implementation Agreement and the Transaction Framework 

Agreement (and the Schemes) but including all insurance proceeds and 

other amounts that can be recovered from third parties in relation 

to the relevant event),

unless that occurrence, fact, matter or circumstance: 

6  was fairly disclosed in the TSI Fund due diligence information provided 

to RHIS and its representatives before the Disclosure Cut-off Time;

7  was publicly announced by TSI Fund or otherwise Fairly Disclosed 

in publicly available filings by a member of the TSI Fund Group with 

ASX or ASIC before the Disclosure Cut-off Time;

8  is required to be undertaken by the TSI Fund Group in connection with 

the Scheme Implementation Agreement or the Transaction Framework 

Agreement (and the Ancillary Transactions contemplated by the Transaction 

Framework Agreement); 

9   results from changes in general economic or political conditions, laws 

or policies of a Government Agency, or securities, commodities, electricity 

or other markets in general;

10 occurs with the written consent of RHIS or RATCH; or

11  relates to the declaration or payment by TSI Fund of the Permitted Distribution.

Meeting Record Date 7.00pm on 19 June 2011.

NEM National Electricity Market.

Notice of Meeting 

or Notices of Meetings

the notices convening the Scheme Meetings, the forms of which are contained 

in Annexure F.

O&M operations and maintenance.
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Section 12: Glossary and interpretation continued

Term Meaning

O&M Agreement Amending Deed means a deed of amendment which is to have effect on and from the 

Implementation Date, to be entered into by TSIL, TSIIL, the RE and TSAL in 

accordance with the Transaction Framework Agreement amending the O&M 

Alliance Agreement on the terms set out in the Transaction Framework Agreement. 

The O&M Agreement Amending Deed is more fully described in Section 9.5 

of this Scheme Booklet.

O&M Alliance Agreement or OMAA the Operations and Maintenance Alliance Agreement between TSIL, 

TSIIL and TSAL dated 27 April 2007.

Other Proposal during the Exclusivity Period, if: 

1   TSI Fund or its representatives receive any expression of interest, offer or 

proposal with respect to, or which may reasonably be expected to lead 

to, a Competing Proposal, whether unsolicited or otherwise; or 

2  there is any approach or inquiry to initiate, continue or resume any 

discussions or negotiations with, TSI Fund or its Representatives with 

respect to, or that could reasonably be expected to lead to, any Competing 

Proposal, whether unsolicited or otherwise; or

3  any request for non-public information relating to the TSI Fund Group or 

any of their businesses or operations or any request for access to the books 

or records of the TSI Fund Group is made with respect to, or that could 

reasonably be expected to lead to, any Competing Proposal, whether 

unsolicited or otherwise.

Panel Guidance Note Guidance Note 15: Listed Trusts and Managed Investment Scheme Mergers 

issued by the Takeovers Panel of Australia.

Permitted Distribution a cash dividend and/or distribution which is paid in the ordinary course of 

TSI Fund’s business in respect of the half year ending 30 June 2011, which does 

not exceed 4.1 cents per TSI Fund Security and which is not franked in excess 

of the then available franking credits of TSI Fund. 

PPA Power Purchase Agreement.

Proposal the Schemes and the Ancillary Transactions.

Proxy/Voting Form the proxy/voting form which accompanies this Scheme Booklet.

RATCH Ratchaburi Electricity Generating Holding PCL, a company listed 

on the Stock Exchange of Thailand.

RE or IFML Infrastructure Fund Management Limited ACN 118 203 731 (AFSL No. 310497) 

as the trustee and responsible entity for TSIT.

Register the register of shareholders of TSIL, the register of shareholders of TSIIL and the 

register of unitholders of TSIT kept pursuant to the Corporations Act. 

Registry Computershare Investor Services Pty Limited ACN 078 279 277.

Regulatory Authority includes ASX or ASIC, a government or governmental, semi-governmental or 

judicial entity or authority, a minister, department, office, commission, delegate, 

instrumentality, agency, board, authority or organisation of any government 

and any regulatory organisation established under statute.
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Term Meaning

Related Body Corporate has the same meaning given to it in the Corporations Act, but with ‘subsidiary’ 

in that meaning having the meaning given in this glossary and body corporate 

in that meaning including any Entity or trust.

Representative in relation to an entity: 

1 each of the entity’s Related Bodies Corporate; and

2  each of the officers and advisers of the entity or any of its Related 

Bodies Corporate. 

Resolutions the Share Scheme Resolutions and the Trust Scheme Resolutions.

RHIS RH International (Singapore) Corporation Pte. Ltd., a company incorporated 

in Singapore, which is 99.99% owned by RATCH through its subsidiaries.

RHIS Information the information contained in this Scheme Booklet in: 

• Section 5.3; 

• Section 7; 

• Section 8.2; 

• Section 9;

• the first bullet point of Section 11.4;

• Sections 11.5(d), 11.5(e) and 11.5(f);

•  the paragraph commencing “Any forward-looking statements 

included in the RHIS Information” in the subsection headed “Disclaimer 

as to forward-looking statements” in the Important Notices; 

• the answer to the question ”Who are RATCH and RHIS?” in Section 3; and

•  the answer to the question “What are the Ancillary Transactions” in Section 3. 

Schemes the Share Schemes and the Trust Scheme.

Scheme Booklet this document.

Scheme Consideration $0.85 in respect of each TSI Fund Scheme Security, minus the cash amount 

of any dividend and/or distribution in respect of a TSI Fund Scheme Security 

the Scheme Record Date for which is on or after the date of the Scheme 

Implementation Agreement and before the Implementation Date.

Scheme Implementation Agreement the Scheme Implementation Agreement between TSI Fund, RATCH and RHIS 

dated 2 May 2011. A summary is set out in Section 8.1 of this Scheme Booklet.

Scheme Meetings 1 the TSIL Share Scheme Meeting;

2  the TSIIL Share Scheme Meeting; and

3  the Trust Scheme Meeting.

Scheme Record Date 7.00pm on the fifth Business Day after the Effective Date or such other date 

as TSI Fund and RHIS agree.

Second Court Date the first day on which an application made to the Court for an order pursuant 

to section 411(4)(b) of the Corporations Act approving the Share Schemes is 

heard, or if the application is adjourned for any reason, the first day on which 

the adjourned application is heard.

Second Court Hearing the hearing of the application made to the Court for an order pursuant to 

section 411(4)(b) of the Corporations Act approving the Share Schemes and 

Second Judicial Advice.
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Section 12: Glossary and interpretation continued

Term Meaning

Second Judicial Advice confirmation from the Court under section 63 of the Trustee Act 1925 (NSW) 

that, subject to Eligible TSIT Unitholders passing the Trust Scheme Resolutions, 

the RE as the responsible entity of TSIT would be justified in acting upon the 

Trust Scheme Resolutions and in doing all things and taking all necessary steps 

to put the Trust Scheme into effect.

Sell-Down Transaction the transactions as described in Section 9.2 of this Scheme Booklet.

Share Scheme Meetings 1 the TSIL Share Scheme Meeting; and

2 the TSIIL Share Scheme Meeting,

and includes any adjournment of either or both of those meetings.

Share Schemes the TSIL Share Scheme and the TSIIL Share Scheme.

Share Scheme Resolutions the resolutions of the: 

1  TSIL Shareholders to approve the TSIL Share Scheme as set out 

in the relevant Notice of Meeting in Annexure F; and

2  TSIIL Shareholders to approve the TSIIL Share Scheme as set out 

in the relevant Notice of Meeting in Annexure F.

Shareholders Agreement the shareholders agreement that will govern the relationship of TSE and RHIS 

and their respective dealings with their securities in TSIL after implementation 

of the Schemes.

Subsidiaries has the meaning given to it in the Corporations Act, but so that: 

1  an Entity will also be taken to be a Subsidiary of another Entity if it is 

controlled by that Entity (as ‘control’ is defined in section 50AA of the 

Corporations Act); 

2  a trust may be a Subsidiary, for which purposes a unit or other beneficial 

interest will be regarded as a share; and

3  an Entity may be a Subsidiary of a trust if it would have been a Subsidiary 

if that trust were a corporation.

Sunset Date 24 August 2011.

Superior Proposal a proposal which the Independent Directors in good faith determine is, or 

is reasonably likely to result in, a proposal that is more favourable to TSI Fund 

Securityholders than the Schemes, taking into account all terms and conditions 

of the proposal and having regard to matters including financial value to 

TSI Fund Securityholders and conditionality.

Supplemental Deed a deed poll under which the RE will amend the TSIT Constitution, the form of 

which is contained in Annexure D, with any alterations or additions approved 

in writing by the parties to the Scheme Implementation Agreement.

Transaction Framework Agreement or TFA the agreement between TSE, RATCH and RHIS (in its own capacity and as 

trustee in the circumstances described in Section 9.2 of this Scheme Booklet) 

setting out the terms of the:

• Sell-Down Transaction; 

• Shareholders Agreement; 

• Development Portfolio Sale Agreement; 

• O&M Agreement Amending Deed; and 

• Transitional Services Agreement.
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Term Meaning

Transitional Services Agreement or TSA the transitional services agreement that replaces the TSI Fund amended 

management services agreement between TSIL, TSIIL, the RE and TSAL dated 

27 April 2007 (as amended on 3 March 2010) and that provides for TSAL 

to continue to provide certain corporate services for a period of up to 3 years 

whilst TSIL builds its own capability. 

The Transitional Services Agreement is more fully described in Section 9.6 

of this Scheme Booklet.

Trust Scheme the arrangement, in accordance with the Panel Guidance Note, under 

which RHIS acquires all of the TSIT Scheme Units, that is facilitated by the 

amendments to the TSIT Constitution, and that is subject to the Trust Scheme 

Resolutions being approved by the requisite majority of TSIT Scheme Unitholders.

Trust Scheme Meeting the meeting of the TSIT Unitholders convened by the RE to consider the 

Trust Scheme Resolutions, and includes any adjournment of that meeting.

Trust Scheme Resolutions the resolutions of the TSIT Unitholders to approve the Trust Scheme as set 

out in the Notice of Trust Scheme Meeting at Annexure F.

TSAL Transfield Services (Australia) Pty Limited ACN 093 114 553.

TSE Transfield Services Limited ACN 000 484 417.

TSE Group TSE and each of its Related Bodies Corporate collectively (excluding the 

TSI Fund Group) and a reference to a “TSE Group member” or a “member 

of the TSE Group” is to TSE or any of its Related Bodies Corporate (excluding 

the TSI Fund Group). 

TSI Fund Transfield Services Infrastructure Fund comprising TSIL, TSIIL and TSIT 

(including, where applicable, acting through the RE as the responsible 

entity of TSIT).

TSI Fund Board the boards of directors of TSIL, TSIIL, and the RE as responsible entity for TSIT.

TSI Fund Constitutions the constitutions of each entity comprising TSI Fund.

TSI Fund Director a director on the TSI Fund Board.

TSI Fund Group TSI Fund and each of their respective Related Bodies Corporate collectively 

(excluding the TSE Group).

TSI Fund Information the information contained in this Scheme Booklet other than the RHIS 

Information and the information contained in Annexure A.

TSI Fund Information Line 1300 560 339 from within Australia and +61 2 8011 0354 from outside Australia.
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Section 12: Glossary and interpretation continued

Term Meaning

TSI Fund Prescribed Event the occurrence of any of the following: 

1  a member of the TSI Fund Group converting all or any of its shares 

or units (as applicable) into a larger or smaller number of shares;

2  a member of the TSI Fund Group resolving to reduce its share or unit 

(as applicable) capital in any way or reclassifying, combining, splitting 

or redeeming or repurchasing directly or indirectly any of its shares 

or units (as applicable);

3  a member of the TSI Fund Group entering into a buy-back agreement, 

or resolving to approve the terms of a buy-back agreement under the 

Corporations Act;

4  TSI Fund declaring, determining to pay, paying or distributing any dividend, 

distribution, bonus or other share of its profits or assets or returning or 

agreeing to return any capital to its members (in each case whether in 

cash or not), other than a Permitted Distribution;

5  a member of the TSI Fund Group issuing shares or units (as applicable), 

or granting an option over its shares or units (as applicable), or agreeing 

to make such an issue or grant such an option;

6  a member of the TSI Fund Group issuing or agreeing to issue securities 

or other instruments convertible into shares or units (as applicable) 

or debt securities; 

7  a member of the TSI Fund Group disposing, or agreeing to dispose, 

of the whole, or a substantial part, of its business or property; 

8  other than in the ordinary course of business and consistent with past 

practice, a member of the TSI Fund Group creating, or agreeing to create, 

any mortgage, charge, lien or other encumbrance over the whole, 

or a substantial part, of its business or property;

9  a member of the TSI Fund Group resolving that it be wound up, 

or the members of TSI Fund resolving that RE wind-up the TSIT; 

10  a liquidator, provisional liquidator or administrator of a member 

of the TSI Fund Group being appointed;

11  the making of an order by a court for the winding up of a member 

of the TSI Fund Group, or RE determining to terminate the TSIT in 

accordance with the TSIT Constitution;

12  a member of the TSI Fund Group executing a deed of company 

arrangement;

13  a receiver, or a receiver and manager, in relation to the whole, or a 

substantial part, of the property of a member of the TSI Fund Group 

being appointed; or

14  a member of the TSI Fund Group making any material change 

or amendment to its constitution or other constituent documents 

(including the trust deed establishing the TSI Fund), other than any 

amendment in connection with a Scheme or this agreement or the 

Transaction Framework Agreement, 

however none of the above events will constitute a Prescribed Event where:

15 RHIS has approved in writing the proposed event;
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Term Meaning

16  the event was fairly disclosed in TSI Fund due diligence information 

provided to RHIS and its representatives before the Disclosure Cut-off Time; 

17  the event was publicly announced by TSI Fund or otherwise fairly disclosed 

in publicly available filings by a member of the TSI Fund Group with ASX 

or ASIC before the Disclosure Cut-off Time;

18  a member of the TSI Fund Group is required to undertake the event in 

connection with a Scheme, this agreement or the Transaction Framework 

Agreement; or

19  the event relates to the declaration or payment by TSI Fund 

of the Permitted Distribution.

TSI Fund Scheme Security 

or TSI Fund Scheme Securities

a TSI Fund Security on issue as at the Scheme Record Date, other than 

a TSI Fund Security held by TSE.

TSI Fund Scheme Securityholder each person who is a TSI Fund Securityholder on the Scheme Record Date 

(other than TSE).

TSI Fund Security or TSI Fund Securities one TSIL Share, one TSIIL Share and one TSIT Unit.

TSI Fund Securityholder or Securityholders each person registered in the Register as a holder of TSI Fund Securities other 

than TSE, except in relation to: 

1  the payment of Scheme Consideration and participation in the Schemes, 

where it means TSI Fund Scheme Securityholders; and

2  approval of, acceptance of or voting in relation to the Resolutions, where 

it means Eligible TSI Fund Securityholders.

TSIIL TSI International Limited ACN 124 582 547.

TSIIL Scheme Share a TSIIL Share on issue as at the Scheme Record Date, other than a TSIIL Share 

held by TSE.

TSIIL Scheme Shareholder each person who is a TSIIL Shareholder on the Scheme Record Date 

(other than TSE).

TSIIL Share a fully-paid ordinary share in TSIIL.

TSIIL Shareholder a person who is registered in the Register as the holder of TSIIL Shares 

other than TSE.

TSIIL Share Scheme the scheme of arrangement pursuant to Part 5.1 of the Corporations Act 

proposed between TSIIL and the TSIIL Shareholders, the form of which is 

contained in Annexure C, together with any alterations or conditions made 

or required by the Court under section 411(6) of the Corporations Act and 

approved in writing by RHIS and TSI Fund.

TSIIL Share Scheme Meeting the meeting of TSIIL Shareholders convened by the Court in relation to the 

TSIIL Share Scheme pursuant to section 411(1) of the Corporations Act.

TSIL Transfield Services Infrastructure Limited ACN 106 617 332.

TSIL Constitution the constitution of TSIL.

TSIL Scheme Share a TSIL Share on issue as at the Scheme Record Date, other than a TSIL Share 

held by TSE.

TSIL Scheme Shareholder each person who is a TSIL Shareholder on the Scheme Record Date (other than TSE).

TSIL Share a fully-paid ordinary share in TSIL.
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Section 12: Glossary and interpretation continued

Term Meaning

TSIL Shareholder a person who is registered in the Register as the holder of TSIL Shares 

other than TSE.

TSIL Share Scheme the scheme of arrangement pursuant to Part 5.1 of the Corporations Act 

proposed between TSIL and the TSIL Shareholders, the form of which is 

contained in Annexure B, together with any alterations or conditions made 

or required by the Court under section 411(6) of the Corporations Act and 

approved in writing by RHIS and TSI Fund.

TSIL Share Scheme Meeting the meeting of TSIL Shareholders convened by the Court in relation 

to the TSIL Share Scheme pursuant to section 411(1) of the Corporations Act.

TSIL Syndicated Facility Agreement the TSIL Syndicated Facility Agreement dated 30 June 2010 between Transfield 

Services Infrastructure Limited as borrower, ANZ as facility agent and others.

TSIT Transfield Services Infrastructure Trust ARSN 125 010 531.

TSIT Constitution the constitution of TSIT.

TSIT Scheme Unit a TSIT Unit on issue as at the Scheme Record Date, other than a TSIT Unit 

held by TSE.

TSIT Scheme Unitholder each person who is a TSIT Unitholder on the Scheme Record Date 

(other than TSE).

TSIT Unit a fully-paid ordinary unit in TSIT.

TSIT Unitholder each person who is registered in the Register as the holder of TSIT Units 

other than TSE.

TSWDPL Transfield Services Wind Developments Pty Limited ACN 128 669 232.

WEM Wholesale Electricity Market.
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12.2 Interpretation

In this Scheme Booklet:

(a)  other words and phrases have the same meaning (if any) 

given to them in the Corporations Act;

(b) words of any gender include all genders;

(c)  words importing the singular include the plural 

and vice versa;

(d)  an expression importing a person includes any company, 

partnership, joint venture, association, corporation or other 

body corporate and vice versa;

(e)  a reference to a section or annexure, is a reference to a 

section of or annexure of, to this Scheme Booklet as relevant;

(f)  a reference to any legislation includes all delegated 

legislation made under it and amendments, consolidations, 

replacements or re enactments of any of them;

(g)  headings and bold type are for convenience only and 

do not affect the interpretation of this Scheme Booklet;

(h)  a reference to time is a reference to Sydney time;

(i)  a reference to dollars, $, A$, AUD, cents, ¢ and currency 

is a reference to the lawful currency of the Commonwealth 

of Australia;

(j)  an accounting term is a reference to that term as it is 

used in accounting standards under the Corporations Act, 

or, if not inconsistent with those standards, in accounting 

principles and practices generally accepted in Australia; and

(k)  the words “include”, “including”, “for example” or “such as” 

when introducing an example, do not limit the meaning 

of the words to which the example relates to that example 

or examples of a similar kind. 
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Annexure A: Independent Expert’s Report

Transfield Services Infrastructure Fund
Independent expert’s report and Financial Services Guide
17 May 2011
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Deloitte Corporate Finance Pty Limited, ABN 19 003 883 127, AFSL 241457 of Level 1 Grosvenor Place, 225 George Street, Sydney NSW 2000
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member 
firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/au/about for a detailed description of the legal 
structure of Deloitte Touche Tohmatsu Limited and its member firms.

Member of Deloitte Touche Tohmatsu Limited

Financ ia l Se rvices  Guide
What is  a Financia l Services  Gu ide?
This Financial Services Guide (FSG) provides 
important information to assist you in deciding 
whether to use our services.  This FSG includes 
details of how we are remunerated and deal with 
complaints.
Where you have engaged us, we act on your behalf 
when providing financial services. Where you have not 
engaged us, we act on behalf of our client when 
providing these financial services, and are required to 
give you an FSG because you have received a report or 
other financial services from us.

What financia l s ervices  are  we licens ed  to 
p rovide?
We are authorised to provide general financial product 
advice or to arrange for another person to deal in 
financial products in relation to securities, interests in 
managed investment schemes and government 
debentures, stocks or bonds. 

Our general financial p roduct advice
Where we have issued a report, our report contains only 
general advice.  This advice does not take into account 
your personal objectives, financial situation or needs. 
You should consider whether our advice is appropriate 
for you, having regard to your own personal objectives, 
financial situation or needs.
If our advice is provided to you in connection with the 
acquisition of a financial product you should read the 
relevant offer document carefully before making any 
decision about whether to acquire that product.    

How are  we and a ll employees  remunerated?
We will receive a fee of approximately $340,000 
exclusive of GST in relation to the preparation of this 
report.  This fee is not contingent upon the success or 
otherwise of the proposed offer through which 
Ratchaburi Electricity Generating Holding PCL (Ratch) 
would acquire 56.2% of Transfield Services 
Infrastructure Fund (TSIF) via schemes of arrangement
(Proposed Schemes). 
Other than our fees, we, our directors and officers, any 
related bodies corporate, affiliates or associates and their 
directors and officers, do not receive any commissions 
or other benefits. 

All employees receive a salary and while eligible for 
annual salary increases and bonuses based on overall 
performance they do not receive any commissions or 
other benefits as a result of the services provided to you. 
The remuneration paid to our directors reflects their 
individual contribution to the organisation and covers all 
aspects of performance. 
We do not pay commissions or provide other benefits to 
anyone who refers prospective clients to us.

As s ocia tions  and  rela tions hips
We are ultimately owned by the Deloitte member firm 
in Australia (Deloitte Touche Tohmatsu). Please see 
www.deloitte for a detailed description of 
the legal structure of Deloitte Touche Tohmatsu.

.com/au/about

What s hou ld  you do  if you have a  complaint?
If you have any concerns regarding our report or 
service, please contact us. Our complaint handling 
process is designed to respond to your concerns 
promptly and equitably. All complaints must be in 
writing to the address below.
If you are not satisfied with how we respond to your 
complaint, you may contact the Financial Ombudsman 
Service (FOS). FOS provides free advice and assistance 
to consumers to help them resolve complaints relating to 
the financial services industry.  FOS’ contact details are 
also set out below.

The Complaints Officer
PO Box N250
Grosvenor Place
Sydney NSW 1220 
complaints@deloitte.com.au
Fax: +61 2 9255 8434 

Financial Ombudsman 
Service
GPO Box 3
Melbourne VIC 3001 
info@fos.org.au
www.fos.org.au 
Tel: 1300 780 808 
Fax: +61 3 9613 6399

What compens ation arrangements  do  we have?
Deloitte Touche Tohmatsu holds professional indemnity 
insurance that covers the financial services provided by 
us. This insurance satisfies the compensation 
requirements of the Corporations Act 2001 (Cth). 
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Annexure A: Independent Expert’s Report continued

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member firms, each of 
which is a legally separate and independent entity. Please see www.deloitte.com/au/about for a detailed description of the legal structure of Deloitte Touche 
Tohmatsu Limited and its member firms.

Member of Deloitte Touche Tohmatsu Limited

Deloitte Corporate Finance Pty Limited
A.B.N. 19 003 833 127

AFSL 241457

Grosvenor Place
225 George Street

Sydney  NSW  2000
PO Box N250 Grosvenor Place

Sydney NSW 1220 Australia

DX 10307SSE
Tel:  +61 (0) 2 9322 7000
Fax:  +61 (0) 2 9322 7001

www.deloitte.com.au

The Independent Directors
Transfield Services Infrastructure Limited, 
TSI International Limited and Infrastructure Fund Management Limited 
as responsible entity of the Transfield Services Infrastructure Trust
(collectively, Transfield Services Infrastructure Fund)
Level 10, 111 Pacific Highway
North Sydney NSW 2060

17 May 2011

Dear Independent Directors

Independent expert’s report
Introduction 
Transfield Services Infrastructure Fund (TSIF) is a stapled entity with each stapled security comprising a unit in 
Transfield Services Infrastructure Trust (TSIT), a share in Transfield Services Infrastructure Limited (TSIL) and 
a share in TSI International Limited (TSIIL). TSIF owns a portfolio of power generation assets including 
controlling and non-controlling interests in five power stations and three wind farms. TSIF also owns interests in 
two water filtration plants. 

On 31 March 2011 (the Announcement Date), TSIF announced it had received an indicative and non-binding 
proposal from Ratchaburi Electricity Generating Holding PCL (Ratch) to acquire a 56.2% interest in the 
securities of TSIF (being all of the TSIF securities other than those held by Transfield Services Limited (TSE) 
(the Non-Associated Securities), an Australian listed infrastructure contractor and developer).  

Ratch will purchase the Non-Associated Securities for a price of $0.85 per security in cash less the amount of 
any distribution where the record date is on or before the implementation of the proposed schemes (the Offer 
Price), as described below.

The proposed transaction will proceed by way of three inter-conditional schemes: two schemes of arrangement 
under Part 5.1 of the Corporations Act 2001 (Cth) (the Act) and one trust scheme under section 601GC of the 
Act which would be implemented in accordance with the Takeovers Panel Guidance Note 15: Listed Trusts and 
Managed Investment Scheme Mergers (the Proposed Schemes). The Offer Price is expected to be paid on or 
around 5 July 2011 (the Settlement Date). The terms of the Proposed Schemes are included in the Scheme 
Implementation Agreement entered with Ratch on 2 May 2011. 

Under a separate agreement, Ratch will purchase a further 23.8% of the TSIF securities on issue from TSE for
the Offer Price with an adjustment mechanism for accrued distributions and satisfaction of certain operational 
performance benchmarks which would complete at the same time as the Proposed Schemes (the TSE Sale). 
However, for a period of 12 months, TSE will retain an equivalent interest in TSIF by way of convertible notes.
That period may be extended for a period of two years in certain circumstances.

In addition to the TSE Sale, TSE and Ratch will also enter into the following agreements: 

the existing Management Services Agreement (MSA), through which TSE provides management, corporate 
and administrative services to TSIF, will be terminated and a transitional services agreement will be entered 
into with TSE for the provision of limited corporate services for a period of up to three years (the 
Transitional Services Agreement) 
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4
Deloitte: Transfield Services Infrastructure Fund – Independent expert’s report 

the Operations and Maintenance Alliance Agreement (OMAA) through which TSE provides operations and 
maintenance services to TSIF’s wholly owned assets will be amended so that whilst the expiry date of the 
contract is unchanged (2032), TSIF will be able to undertake market testing of the rates applied by TSE and 
will be able to seek offers from an alternative supplier from 2016 onwards although TSE will retain a right 
of first refusal and will be the preferred service provider for new assets acquired in the future (the OMAA
Amendment) 

TSIF will acquire TSE’s portfolio of development projects and opportunities for consideration comprising 
$10 million up-front and three step-up payments of $5 million payable in connection with the first 
development approval signed, the first power purchase agreement signed or the first drawdown on a project 
financing (Financial Close) and with the Financial Close of a second project (the Development Projects 
Transaction). TSE is also entitled to recover a proportion of costs that it incurs in relation to the portfolio of 
development projects between signing and the scheme implementation, which is expected to be on the 
Settlement Date. TSE management have estimated these costs at $1.5 million

Ratch and TSE will enter into certain agreements to govern their relationship with respect to TSIF (the 
Shareholders Agreement, which, collectively with the TSE Sale, the Transitional Services Agreement, the 
OMAA Amendment and the Development Projects Transaction, are referred to as the Proposed Ancillary 
Transactions).

As a result of the Proposed Schemes and of the Proposed Ancillary Transactions, Ratch will own 80% of TSIF 
securities and TSE’s ownership of TSIF will be reduced to 20%. TSIF will subsequently be delisted from the 
Australian Securities Exchange (ASX).  The board of TSIF has prepared a scheme booklet containing the 
detailed terms of the Proposed Schemes and of the Proposed Ancillary Transactions (the Scheme Booklet)1

Purpose of the report
.   

Section 411 of the Act (Section 411) regulates schemes of arrangement between companies and their 
shareholders.  Part 3 of Schedule 8 to the Corporations Regulations prescribes the information to be provided to 
shareholders in relation to schemes of arrangement.  These provisions require the preparation of a report by an 
independent expert stating whether or not, in the expert’s opinion, the proposed scheme is in the best interests of 
the security holders of the entity subject to the scheme, where either:

the corporation which is party to the scheme (TSE) has a director in common with the company subject to 
the scheme of arrangement (TSIF)

the corporation which is the other party to the scheme (TSE) is entitled to more than 30% of the voting 
securities in the company subject to the scheme (TSIF).

As TSE has more than 30% of the voting securities in TSIF and they have a director in common, there is a legal 
requirement for an independent expert’s report under clause 3 of Part 3 of Schedule 8 to the Corporations 
Regulations. In addition, consistent with the Australian Securities and Investments Commission (ASIC) and 
Takeovers Panel guidance and in accordance with market practice, the independent directors of TSIF (the 
Independent Directors) have requested Deloitte Corporate Finance Pty Limited (Deloitte Corporate Finance) to 
prepare an independent expert’s report advising whether the Proposed Schemes are fair and reasonable to, and in
the best interests of, TSIF securityholders other than TSE (the Public Securityholders).

Furthermore, since the Proposed Schemes are associated with the Proposed Ancillary Transactions, the 
Independent Directors have requested Deloitte Corporate Finance to include in this report:

an opinion as to whether or not anything has come to our attention that causes us to believe that:

- the Proposed Ancillary Transactions between Ratch and TSE are not on arm’s length terms; or

- the consideration payable under the Proposed Ancillary Transactions constitutes the receipt by TSE of a 
collateral benefit for the purposes of the Corporations Act as interpreted by the Takeovers Panel 
Guidance Note 21: Collateral Benefits (GN21) (Collateral Benefit)

confirmation that nothing has come to our attention in respect of the Proposed Ancillary Transactions that 
would cause us to qualify the conclusions reached in this report in relation to the Proposed Schemes.

This report is to be included in the Scheme Booklet to be sent to the Public Securityholders and has been 
prepared for the exclusive purpose of assisting the Public Securityholders in their consideration of the Proposed 
Schemes and of the Proposed Ancillary Transactions.  Neither Deloitte Corporate Finance Pty Limited, Deloitte 
Touche Tohmatsu, nor any member or employee thereof, undertakes responsibility to any person, other than the 
Public Securityholders and TSIF, in respect of this report, including any errors or omissions howsoever caused. 

1 Refer to Sections 5.1 and 5.3 of the Scheme Booklet for the terms of the Proposed Schemes and of the Proposed Ancillary Transactions, 
respectively. 
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Annexure A: Independent Expert’s Report continued

5
Deloitte: Transfield Services Infrastructure Fund – Independent expert’s report 

Basis of evaluation
The Proposed Schemes 
Schemes of arrangement can include many different types of transactions, including being used as an alternative 
to Chapter 6 of the Act (takeover bid).  The basis of evaluation selected by the expert must be appropriate for the 
nature of each specific transaction.  

Section 640 of the Act requires an independent expert’s report in connection with a takeover offer to state 
whether, in the expert’s opinion, the takeover offer is fair and reasonable. Where the scheme of arrangement has 
the same effect as a takeover, the form of analysis used by the expert should be substantially the same as for a 
takeover bid, however, the opinion reached should be whether the proposed scheme is ‘in the best interests of the 
members of the company’. Accordingly, if an expert were to conclude that a proposal was ‘fair and reasonable’ 
if it was in the form of a takeover bid, it will also be able to conclude that the proposed scheme is in the best 
interests of the members of the company.

Under ASIC Regulatory Guide 111, which provides guidance in respect of the content of expert reports, a 
control transaction such as the Proposed Schemes is: 

fair, when the value of the consideration is equal to or greater than the value of the securities subject to the 
proposed scheme.  The comparison must be made assuming 100% ownership of the target company

reasonable, if it is fair, or despite not being fair, after considering other significant factors, securityholders 
should accept the offer under the proposed scheme, in the absence of any higher bids. 

To assess whether the Proposed Schemes are in the best interests of Public Securityholders, we have adopted the 
test of whether the Proposed Schemes are either fair and reasonable, not fair but reasonable, or neither fair nor 
reasonable, as set out in ASIC Regulatory Guide 111.

The Proposed Ancillary Transactions
Details of the framework used in forming our opinion with respect to the Proposed Ancillary Transactions are set 
out in Section 7 of this report. We acknowledge that, in the absence of a statutory or other well defined 
framework, it may be possible to use approaches other than that set out in Section 7 in concluding on the matters 
within the scope of our report. 

Evaluation of the Proposed Schemes 
In our opinion the Proposed Schemes are fair and reasonable to, and therefore in the best interests of, 
TSIF Public Securityholders including having regard to the Proposed Ancillary Transactions.

In addition, we note that nothing has come to our attention that causes us to believe that: 

the Proposed Ancillary Transactions between Ratch and TSE are not on arm’s length terms; or

the consideration payable under the Proposed Ancillary Transactions constitutes the receipt by TSE 
of a Collateral Benefit.  

Accordingly, we confirm that nothing has come to our attention in respect of the Proposed Ancillary 
Transactions that would cause us to qualify the conclusions reached in respect of the Proposed Schemes.

In arriving at these opinions, we have had regard to the following factors. 
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The Proposed Schemes are fair
Set out in the table below is a comparison of our assessment of the fair market value of a TSIF security with the 
consideration offered by Ratch. 

Table 1: Evaluation of the Proposed Schemes

Low
$1

High
$

Fair market value of a TSIF security on a control basis (cum-dividend) as at 30 June 20112 0.70 0.86 
Offer Price (unadjusted) 0.85 0.85 

Source: Deloitte Corporate Finance analysis
Notes:
1. All amounts stated in this report are in Australian dollars (AUD) unless otherwise stated and may be subject to rounding
2. Pursuant to the terms of the Proposed Schemes, TSIF security holders would receive the Offer Price on or around 5 July 2011 (the 

Settlement Date). This amount will be reduced by any distribution made by TSIF between the Announcement Date and the Settlement Date. 
Based on discussions with TSIF management, we understand that TSIF may make a distribution during this period.  For the purpose of our 
analysis, we have estimated the present value of TSIF as at 30 June 2011 (Valuation Date), having regard to the latest TSIF management 
forecast debt and cash balances as of this date (TSIF management expects that any changes in cash and debt balances from the Valuation 
Date to the Settlement Date unrelated to a distribution will be immaterial). Based on the Offer Price adjustment mechanism, the 
consideration to be ultimately received by Public Securityholders will amount to $0.85 per security. Accordingly, for the purpose of our 
analysis, irrespective of whether a distribution will be made by TSIF before the Settlement Date, we consider that an estimate of the fair 
market value of TSIF as at the Valuation Date represents a consistent basis on which to compare the ‘unadjusted’ Offer Price of $0.85 per 
security. 
  

The consideration offered by Ratch (gross of any adjustment for distributions prior to the Settlement Date) is at
the high end of the range of our estimate of the fair market value of a TSIF security (cum-dividend).
Accordingly it is our opinion that the Proposed Schemes are fair.

Valuation of a TSIF security
We have estimated the fair market value of TSIF using the discounted cash flow method, which estimates the 
value of TSIF by discounting its estimated future cash flows to their present value.

The discounted cash flow method requires the determination of an appropriate discount rate and the projection of 
future cash flows. We have selected a range of discount rates (cost of equity) based on the nature of the asset 
(wind, coal, gas, water filtration) and on the specific contractual arrangements in place for each asset (whether
revenues are contracted or are exposed to future market prices). Our selected discount rates range from 8.5% to 
9.5% for TSIF’s water filtration assets (considered to have a relatively low risk profile) to 15% to 18% for 
TSIF’s investment in Loy Yang A power station (considered to be subject to a greater degree of uncertainty).

We have utilised cash flow projections for each asset as prepared and/or reviewed by TSIF management. Where 
considered appropriate, we have adjusted the cash flow projections to reflect our valuation assumptions. We 
have divided the equity value derived for TSIF by the number of securities on issue in order to derive the value 
of a TSIF security.

We have estimated the fair market value of a TSIF security to be in the range of $0.70 to $0.86 on a control basis
as at 30 June 2011, the Valuation Date. The table on the following page summarises the underlying components 
of our valuation.
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Table 2: Summary of valuation of TSIF  

Ownership Section

TSIF
Low

$million

TSIF 
High

$million

Security
Low 

$

Security
High

$

TSIF’s wholly owned assets (Controlled Assets) 100% 6.3.3 184 207 0.42 0.47
Loy Yang A 14% 6.3.4 49  87  0.11  0.20  
BP Kwinana 30% 6.3.4 27  31  0.06 0.07 
Water filtration assets 50% 6.3.4 28 30 0.06 0.07
Total portfolio (equity value) 288 355 0.65 0.81

Surplus cash 6.4.2 21 21 0.05 0.05 

Equity value (on a control basis) as at the Valuation Date 309 376 0.70 0.86 

Source: Deloitte Corporate Finance analysis

The high end of the range is 23% greater than the low end of the range. This is a relatively wide range in values 
and is primarily due to our selected valuation range for TSIF’s investment in Loy Yang A. Loy Yang A has very 
high financial leverage and consequently relatively small changes in the estimated value of the underlying asset 
result in a magnified impact on the equity value. Furthermore, uncertainties around the extent to which the 
introduction of a carbon policy will impact Loy Yang A also contribute to such a wide valuation range. 

Our valuation analysis is based on the following key assumptions:

Structure of carbon policy: a cap and trade carbon scheme is introduced in July 2013 in line with
announcements by the Australian Government. Our assumptions are consistent with the Carbon Pollution 
Reduction Scheme (CPRS) 5% scenario as outlined in a White Paper released by the Australian Government 
in December 20082

Carbon price permits: the price for carbon permits is consistent with the CPRS 5% scenario

. There is still considerable uncertainty on the timing and exact nature of any carbon 
pricing policy to be implemented in Australia

Carbon cost compensation: based on the CPRS framework as published in the CPRS White Paper, high 
carbon emitters would be compensated by the Australian Government through the issue of free permits in
two tiers under the Electricity Sector Adjustment Scheme (ESAS) each for a period of 5 years from the 
introduction of a CPRS. Based on this framework, Loy Yang A could receive significant benefits. Given the
uncertainty over the effective application of this term, in our analysis we have considered two alternate 
scenarios to reflect the degree to which carbon costs might be passed through under existing contractual 
arrangements, one scenario assuming 50% of the ESAS compensation is received and the other scenario 
assuming 75% of the ESAS compensation is received

Pricing: we have assumed the existing terms of the various contractual arrangements will be in place until 
the expiry of the contracts.  Uncontracted revenues have been estimated assuming either a renewal of the 
contracts (at terms considered to be reasonable at the relevant time) or at spot prices forecast for each 
individual asset (this applies to Loy Yang A and to the wind farm assets)

Discount rate: we have selected discount rates reflecting the financial and operating risk profile of TSIF’s 
assets after considering the Capital Asset Pricing Model (together with relevant market observations in 
comparable listed entities and the expected financial leverage) and anecdotal evidence of rates of return 
required by investors in comparable assets and projects. Operating risk reflects both the nature of the 
operations (i.e. coal-fired plant, gas-fired plant, etc) and the contractual arrangements regulating future sales 
and fuel supply. Given the significant uncertainty over future electricity pricing and the impact of carbon 
policies, cash flows underpinned by contractual arrangements that mitigate these risks demand a lower cost 
of capital. Cash flow projections based on future spot pricing projections are likely to be subject to much 
greater volatility and therefore demand a greater cost of capital. The discount rate applicable to cash flows 
associated with the corporate operations of TSIF (i.e. corporate overheads, debt funding and tax payments) 
have been estimated as a year-on-year weighted average of the discount rate of the relevant assets based on 
their relative value contribution. The table below sets out our selected discount rates.

2 This document sets out a carbon reduction target of between 5% (CPRS 5%) and 15% (CPRS 15%) below 2000 levels by 2020 depending 
on the level of contribution and commitment to carbon reduction by other countries around the world. 

F
or

 p
er

so
na

l u
se

 o
nl

y



>>Transfield Services Infrastructure Fund | 66

8
Deloitte: Transfield Services Infrastructure Fund – Independent expert’s report 

Table 3: Summary of discount rates (cost of equity)

  Assets Contracted Uncontracted

Controlled Assets
Wind Farms Starfish Hill, Toora, Windy Hill 10.0%-11.0% 12.0%-13.0%
Gas-fired power plants Kemerton, Townsville 10.0%-11.0% 12.0%-13.0%
Coal-fired power plant Collinsville 10.0%-11.0% n/a1

Corporate 10.8%-11.8%

Non-Controlled Assets
Gas-fired power plant BP Kwinana 10.0%-11.0% 12.0%-13.0%
Coal-fired power plant Loy Yang A 15.0%-18.0%
Water filtration Macarthur, Yan Yean 8.5%-9.5% n/a
  
Source: Deloitte Corporate Finance analysis
Note 1: Due to the uncertain economics of Collinsville operating as a coal fired power plant post its contractual life, we have not attributed any 
value to this asset post 2016 when the existing power purchase agreement (PPA) ends.

The table below sets out a sensitivity analysis for certain key valuation parameters based on the mid-point of the 
range of valuation assumptions used in our valuation conclusion set out in Table 2 above3

Table 4: Summary of key valuation assumptions, scenarios and relevant valuation impact

.

Mid-point 
valuation 

assumptions Sensitivity 

  
Valuation 
impact on

equity value
$million

  
Valuation 
impact on  

security value
$

Equity value as at Valuation Date $338 million n/a n/a n/a 
Mid-point discount rate variable -/+0.5% 

(-/+1.5% Loy Yang A)
+23
-19

+0.05
-0.04

CPI 2.80% +/-0.25% +6
-6

+0.01
-0.01

Spot price indexation 100% of CPI 75% of CPI n/a
-42 

n/a
-0.10 

Spot electricity pricing - Loy Yang A variable -10% n/a
-46

n/a
-0.10

Bundled wind price variable +/-10% +8
-4

+0.02
-0.01

Collinsville carbon tax pass-through 
(contracted period) 

75% 50%/100% +3
-2 

+0.01
-0.01 

% of ESAS carbon cost compensation -
Loy Yang A 

62.5% 50%/75% +8
-7

+0.02
-0.02

Loy Yang A decommissioned in 2036 No Yes n/a
-3 

n/a
-0.01 

Source: Deloitte Corporate Finance analysis

We note that some of the above assumptions are interdependent. Given the complexities associated with 
performing scenario analysis and the significant number of potential scenarios that would require analysis, we 
have not considered the potential consequences of changing an individual assumption on the other assumptions. 
Nevertheless, the sensitivity analysis provides guidance on the magnitude of the valuation impact of changing 
each of the above key assumptions in isolation.

3 The mid-point value resulting from this analysis is slightly different from the arithmetic average of our estimated low and high end of the 
valuation range for TSIF and TSIF securities. A reader should refer to this sensitivity analysis only for the purpose of identifying an 
indicative value impact deriving from changing certain key assumptions. It can reasonably be assumed that such an indicative impact would 
apply to both our estimated low and high end of the valuation range as presented in Table 2 above.  
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The above sensitivity analysis does not consider the impact of the introduction of a carbon policy more or less 
favourable to TSIF than CPRS 5% (for instance, we note that members of the opposition to the current 
Australian Government have suggested the introduction of carbon policies which would appear to be more 
favourable to some of the assets and investments owned by TSIF), or the impact of a delayed introduction of 
CPRS 5%. A form or timing of a carbon scheme different to that assumed in our analysis could significantly 
increase or decrease our estimated valuation range. If Australia chose to delay the introduction of a carbon 
scheme, the impact on the value of TSIF securities is complex as it would be dependent on whether the end 
target date for achieving a 5% reduction is also delayed. Given the uncertainty on the alternative forms of carbon 
policy ultimately being introduced in Australia, any valuation sensitivity would be highly speculative.

In order to assess the reasonableness of our valuation conclusion, we have compared our assessed fair market 
value of a TSIF security on a control basis to recent trading in TSIF securities.

The market can be expected to provide an objective assessment of the fair market value of a listed entity, where 
the market is well informed and liquid. Market prices incorporate the influence of all publicly known 
information relevant to the value of an entity’s securities (on a minority basis).

Figure 1: Historical trading performance of TSIF securities to 9 May 2011 compared to our estimated valuation range 

and the Offer Price

Source: Thomson Reuters, Deloitte Corporate Finance analysis

Our estimated valuation range (as at 30 June 2011) implies a premium to recent TSIF security trading, in 
particular: 

a premium of 13% to 39% to the TSIF security volume weight average price (VWAP) on the day before the 
Announcement Date

a premium of 25% to 54% to the TSIF security VWAP for the month before the Announcement Date. 

Whilst we consider that the trading prices of TSIF securities during the period immediately before the 
Announcement Date is a reliable indicator of market value, we note that minority parcels of shares exchanged 
on-market (such as TSIF’s securities traded on the ASX during the period before the Announcement Date) 
would typically trade at a discount to the full underlying value of the relevant entity. 

Minority discounts observed are generally in the range of 15% to 30%. The level of premium implied by our 
valuation (which is on a control basis) to the most recent TSIF security trading prior to the Announcement Date
is broadly consistent with this range but is greater at the high end of our valuation range. The existence of a 
major shareholding block which may be perceived to control TSIF (TSE has a 43.8% holding in TSIF) could 
support the magnitude of this discount.
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Accordingly, we are of the view that the pre-Announcement Date TSIF security trading is supportive of our 
selected valuation range and consider that the premium implied by the high end of our valuation range is 
reasonable. 

The Proposed Schemes are reasonable 
In accordance with ASIC Regulatory Guide 111 an offer is reasonable if it is fair.  On this basis, in our opinion 
the Proposed Schemes are reasonable.  We have also considered the following factors in assessing the 
reasonableness of the Proposed Schemes. 

The likely advantages to Public Securityholders if the Proposed Schemes are approved are detailed below.

Advantages of the Proposed Schemes

The Proposed Schemes offer Public Securityholders the possibility to exit investments currently exposed to 
relatively high uncertainty at a premium to recent trading  

The Proposed Schemes offer Public Securityholders a fixed price which represents a significant premium to 
recent security trading for a portfolio of assets which includes investments exposed to a relatively high degree of 
uncertainty.

Key uncertainties which may contribute to depressing the current market values of power generation assets are:

Carbon policy. Key uncertainties relate to:

o the ultimate structure of the carbon policy: i.e. cap and trade scheme, incentive-based scheme, etc.

o the ability to pass-through the full cost of carbon (which is likely to be less than 100% given the 
dynamics of the pricing and dispatch mechanisms of the National Electricity Market) on the 
uncontracted capacity (some, but not all, of the existing power purchase agreements have terms in 
place that appear to allow for full pass-through of this cost). The rate of pass-through will ultimately 
depend on the prevailing generation mix and the ability of the market to displace high emissions plant 
with cost competitive lower emission supply alternatives

o compensation potentially available to high carbon dioxide (CO2) emitters over the initial phase of 
carbon policy implementation. 

Given the uncontracted capacity profile and the relatively high carbon emission intensity of certain TSIF 
assets (i.e. Collinsville and Loy Yang A), there is a high degree of uncertainty regarding the impact of
carbon policy on these assets

Pricing of uncontracted capacity. Whilst the weighted average remaining contractual life of TSIF’s assets 
is approximately 12 years, this varies substantially across the portfolio. The largest assets by attributable 
production, Kemerton and Townsville, have relatively long contractual arrangements (25 years and 20 years, 
respectively) and their cash flow profile over this period bears relatively low risk. On the other hand, 
Collinsville and the wind farm assets have a short (or nil for Starfish Hill) residual contractual life. Pursuant 
to a 22 year base load electricity hedge agreement signed between Loy Yang A and Aloca (the Alcoa Hedge 
Agreement), Loy Yang A has substantially mitigated the risk of its future operations, however, over 50% of 
its capacity is still vulnerable to the electricity spot market and there are uncertainties over the period prior 
to the commencement of the Alcoa Hedge Agreement in 2014. There is considerable uncertainty around the 
electricity price these assets will be able to negotiate as merchant power plants 

Debt funding. Whilst TSIF’s wholly owned assets are debt free, TSIF’s corporate debt facility (Corporate 
Debt) directly supports the funding of these assets. Given the diversification of the underlying portfolio and 
the recently renegotiated terms on the Corporate Debt, refinancing risk is perceived to be relatively low.  On 
the other hand, Loy Yang A is highly geared and is currently in cash sweep arrangements with management 
expecting no dividend payments or interest from shareholder loans over, at least, the next three years.  The 
estimated equity value of Loy Yang A is very sensitive to changes in revenue and cost assumptions due to 
the high level of debt. Should Loy Yang A require an equity injection to stabilise its financial structure or to 
satisfy debt covenants, there is a risk that TSIF may be unable to fund this injection and TSIF’s interest 
could be significantly diluted. Further, if all Loy Yang A security holders chose not to inject new equity 
capital, Loy Yang A may consequently be placed under administration.  

The Offer Price is at the high end of our selected valuation range for a TSIF security. As a result, the Offer Price 
appears to attribute a value to the riskier assets (Collinsville, Loy Yang A in particular) which does not fully 
allow for the potential detriment deriving from the aforementioned risk factors.
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Public Securityholders who are particularly adverse to these risks will have an opportunity to exit their 
investment at a price which offers fair market value for these ‘high risk’ investments.

Opportunity to realise full control value for TSIF securities may otherwise be limited given TSE’s significant 
interest in TSIF

Whilst it is possible that a higher offer from Ratch or from an alternate bidder may emerge, since TSE owns a 
43.8% interest in TSIF, provides management services to TSIF (via the MSA) and services TSIF’s wholly 
owned assets (via the OMAA), an alternative offer would be unlikely to succeed without the co-operation of
TSE.  Both the MSA and the OMAA have very long tenures (of approximately 21 years) and have change of 
control provisions in place. These terms may further deter an alternative offer.

Under these circumstances there are greater than usual risks that a full takeover premium may not be realised for 
TSIF except through a transaction supported by TSE.  Accordingly, in the absence of the Proposed Schemes 
there may be limited alternative opportunities through which TSIF securityholders will be able to realise full 
control value for their securities in TSIF. 

A sale process recently undertaken did not result in competitive offers for the Assets

In connection with a capital structure review completed in May 2010 (the Capital Structure Review), TSIF 
undertook a process to seek buyers for its assets with the purpose of raising cash to reduce its reliance on debt 
funding. 

During this process, the TSIF board approached or was approached by over 35 parties in respect to the potential 
sale of individual, as well as the portfolios of assets. As a result of this process, only one asset (Mt Millar Wind 
Farm) was sold by TSIF. Whilst during this process significant interest was demonstrated in the assets with long 
term contracts in place and/or with high operating performance, those not underpinned by a long term power 
purchase agreement or more vulnerable to a carbon policy (i.e. Loy Yang A and Collinsville), attracted limited 
or no interest from third parties. 

The outcome of the process indicates that there are limited alternatives available to Public Securityholders to 
realise full control value for their investment in TSIF, for instance, by way of the sale of individual assets in the 
current market. Furthermore, in considering the terms of the Proposed Schemes, the TSIF board of directors has 
had the benefit of the market intelligence gathered during the Capital Structure Review process. 

Price may decrease from current levels if the Proposed Schemes are rejected

The Offer Price represents a 38% premium to the TSIF VWAP on the Announcement Date and a 52% premium 
to the VWAP for the month prior to the Announcement Date. Accordingly, in the absence of any new 
information that would result in a positive re-rating it is likely that TSIF securities would trade at a significant 
discount to the Offer Price if the Proposed Schemes are rejected.

Disadvantages of the Proposed Schemes 

Introduction of a carbon policy could potentially unlock value to TSIF securityholders

Whilst there is no certainty that TSIF’s assets will appreciate, general market sentiment indicates that given the 
current stage in the economic cycle and regulatory environment, this is unlikely to be an optimum time to realise 
value for Australian power generation assets.

As a consequence of the impact of the global financial crisis on highly geared infrastructure investment vehicles, 
TSIF management undertook the Capital Structure Review in 2010 which resulted in a significant reduction in
debt and an extension of its corporate debt maturity to June 2015. In contrast to a number of other energy 
infrastructure investment vehicles, which experienced a sharp decline in equity value due to an increase in
perceived risk of default, TSIF is now in a relatively sound financial position and is able to manage its operations 
with limited funding pressure. 

On the other hand, the Australian energy market is currently experiencing significant uncertainty associated with 
a possible new carbon policy. Such uncertainty affects the current market value of TSIF’s investments. In 
particular, it affects the assets which are most exposed to the potential adverse impact of the introduction of a 
carbon price (for instance, Loy Yang A and Collinsville). Since the ultimate form of Australia’s carbon policy is 
unknown but it is expected that some form of scheme will be ultimately introduced, it may be argued that in the 
absence of funding pressure this is not the optimal time to sell TSIF’s assets.
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Whilst the introduction of a carbon policy could have adverse consequences for the value of TSIF’s assets, it 
could also de-risk their operating and financial sustainability as it would remove some of the uncertainty 
implicitly factored into our valuation. 

Certainty over a carbon policy could also facilitate refinancing of TSIF’s assets. Should Loy Yang A be able to 
successfully refinance its next tranche of debt expiring in November 2012 and achieve a relatively favourable 
outcome from the finalisation of carbon legislation, it would de-risk this investment and possibly result in a 
valuation step-up.

Due to the relatively high financial leverage of TSIF and, especially, of Loy Yang A, any appreciation in the 
underlying asset values over time would result in an amplified appreciation of the fair market value of these 
investments.  

If Public Securityholders approve the Proposed Schemes, they will forgo the opportunity to participate in this 
leveraged exposure to any medium term upside in the value of the Assets.

Inability to participate in upside growth potential of TSIF   
TSIF’s asset portfolio includes options for brownfield expansion of existing assets which, due to uncertainty
pertaining to their development, have not materially impacted our estimated valuation range of TSIF on a control 
basis. A summary of the key opportunities together with other upside drivers are set out in the table below.

Table 5: Key upsides for TSIF

Asset Upside Impact
Likely 
timing 
(years)

Collinsville Potential conversion of Collinsville to a gas-fired power plant 
post-expiry of the current PPA in 2016

De-risk cash flow and 
extend asset life

5

Kemerton Brownfield expansion with the addition of a turbine in site Increase in cash flows 5+ 
Townsville Brownfield expansion with the addition of a turbine in site Increase in cash flows 5+ 

Source: Deloitte Corporate Finance analysis

These expansion opportunities are still at a relatively early stage and no decision has been made by TSIF 
management on whether to undertake any of these opportunities. In a number of cases they are also many years 
away. We have set out some details of these options available below: 

Collinsville: TSIF engaged external advisers to assess the options of converting Collinsville from a coal-
fired plant to a gas-fired plant using coal seam methane (CSM) as fuel. Collinsville’s viability as a power 
plant fired by CSM is likely to be dependent on being able to access gas supply at prices which represent a 
significant discount to the forecast market prices for gas. However, at this stage it would appear that this 
opportunity will be difficult to realise unless Collinsville is able to secure a long term gas contract with 
owners of stranded gas reserves in the vicinity of the power plant

Townsville: Townsville has an opportunity for capacity expansion through the addition of two open cycle 
gas turbines which could significantly increase capacity of the power station. Viability of this opportunity 
would be subject to electricity spot prices, greater certainty about carbon policy and ability to enter into 
suitable gas supply arrangements 

Kemerton: TSIF is considering constructing an additional steam turbine co-located with the existing plant 
for supply of electricity into the South West Interconnected System. The potential development would be 
subject to Verve Energy agreeing to take additional capacity from Kemerton. 

As some of the above options are available in the long term, financial models have yet to be fully developed for 
Collinsville, Townsville and Kemerton and it is therefore very difficult to assess the market value of these 
potential projects. Any decision is likely to be made only once there is clarity on the form and terms of a carbon 
policy. 

By approving the Proposed Schemes, Public Securitieholders will forgo any chance to participate in any upside 
potential deriving from the above opportunities.
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Alternative listed power generation investments are limited in the Australian market

TSIF is the only Australian listed investment vehicle solely exposed to a diversified portfolio of thermal and 
wind power generation assets. Whilst the Australian stock market includes securities in companies owning and 
operating power generation assets, these are either strictly focused on renewable energy resources (e.g. Infigen
Energy) or have more diversified operations (e.g. AGL and Origin Energy Limited). If TSIF securityholders 
approve the Proposed Schemes, they will not be able to be reinvest the cash proceeds in a similar type of 
investment.  

Conclusion on reasonableness

On balance, in our opinion, the advantages of the Proposed Schemes outweigh the disadvantages. 

Tax consequences of the transaction

The tax implications of accepting the Proposed Schemes will vary depending on the individual circumstances of 
each of the Public Securityholders.

Implementation of the Proposed Schemes may crystallise a tax liability for Public Securityholders.  This may be 
seen as a particular disadvantage for those Public Securityholders with the current intention of retaining their 
securities in TSIF for the long-term as implementation of the Proposed Schemes will likely crystallise a tax 
liability earlier than anticipated.

Public Securityholders should evaluate the taxation consequences of the Proposed Schemes based on their 
individual circumstances.

The Proposed Ancillary Transactions
In assessing the Proposed Ancillary Transactions, we have considered whether: 

the consideration payable to TSE under the Proposed Ancillary Transactions is not on arm’s length terms 
by having regard to any existing relationships between the parties and the genesis of, and the links between, 
the Proposed Schemes and the Proposed Ancillary Transactions

there is a net benefit being provided to TSE in so far as the benefits that it is receiving under the terms of
the Proposed Ancillary Transactions will exceed the benefits being provided by TSE under those 
transactions.

Details of our analysis are set out in Section 7 of this report. 

Opinion
In our opinion, the Proposed Schemes are fair and reasonable to Public Securityholders.  Furthermore, nothing 
has come to our attention in respect of the Proposed Ancillary Transactions that would cause us to qualify our 
conclusion in relation to the Proposed Schemes. We have therefore concluded that the Proposed Schemes are in
the best interests of Public Securityholders. 

An individual Public Securityholder’s decision in relation to the Proposed Schemes may be influenced by his or 
her particular circumstances.  If in doubt the Public Securityholder should consult an independent adviser, who 
should have regard to their individual circumstances.  

This opinion should be read in conjunction with our detailed report which sets out our scope and findings.

Yours faithfully

DELOITTE CORPORATE FINANCE PTY LIMITED

Mark Pittorino Tapan Parekh

Director Director
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1 Terms of the Proposed Schemes and Proposed 
Ancillary Transactions

1.1 Summary
TSIF is a stapled entity with each stapled security comprising a unit in Transfield Services Infrastructure Trust 
(TSIT), a share in Transfield Services Infrastructure Limited (TSIL) and a share in TSI International Limited 
(TSIIL). TSIF owns a portfolio of power generation assets including controlling and non-controlling interests in 
five power stations and three wind farms. TSIF also owns interests in two water filtration plants. 

On 31 March 2011 (the Announcement Date), TSIF announced it had received an indicative and non-binding 
proposal from Ratchaburi Electricity Generating Holding PCL (Ratch) to acquire a 56.2% interest in the 
securities of TSIF (being all of the TSIF securities other than those held by Transfield Services Limited (TSE) 
(the Non-Associated Securities), an Australian listed infrastructure contractor and developer). The terms of the 
Proposed Schemes are included in the Scheme Implementation Agreement entered with Ratch on 2 May 2011. 

Ratch will purchase the Non-Associated Securities for a price of $0.85 per security in cash less the amount of 
any distribution where the record date is on or before the implementation of the proposed schemes (the Offer 
Price), as described below.

The proposed transaction will proceed by way of three inter-conditional schemes: two schemes of arrangements 
under Part 5.1 of the Corporations Act 2001 (Cth) (the Act) and one trust scheme under section 601GC of the 
Act which would be implemented in accordance with the Takeovers Panel Guidance Note 15: Listed Trusts and 
Managed Investment Scheme Mergers (the Proposed Schemes). The Offer Price is expected to be paid on or 
around 5 July 2011 (the Settlement Date).

Furthermore, Ratch will purchase a further 23.8% of the TSIF Securities on issue from TSE for the Offer Price 
with an adjustment mechanism for accrued distributions and satisfaction of certain operational performance 
benchmarks under a separate agreement which would complete at the same time as the Proposed Schemes (the 
TSE Sale). However, for a period of 12 months, TSE will retain an equivalent interest in TSIF by way of 
convertible notes. That period may be extended for a period of two years in certain circumstances.

In addition to the TSE Sale, TSE and Ratch will also enter into the following agreements:

the existing Management Services Agreement (MSA), through which TSE provides management, corporate 
and administrative services to TSIF, will be terminated and a transitional services agreement will be entered 
into with TSE for the provision of limited corporate services for a period of up to three years (the 
Transitional Services Agreement) 

the Operations and Maintenance Alliance Agreement (OMAA) through which TSE provides operations and 
maintenance services to TSIF’s wholly owned assets will be amended so that whilst the expiry date of the 
contract is unchanged (2032), TSIF will be able to undertake market testing of the rates applied by TSE and 
will be able to seek offers from an alternative supplier from 2016 onwards although TSE will retain a right 
of first refusal and will be the preferred service provider for new assets acquired in the future (the OMAA
Amendment) 

TSIF will acquire TSE’s portfolio of development projects and opportunities for consideration comprising 
$10 million up-front and three step-up payments of $5 million payable in connection with the first 
development approval signed, the first power purchase agreement signed or the first drawdown on a project 
financing (Financial Close) and with the Financial Close of a second project (the Development Projects 
Transaction). TSE is also entitled to recover a proportion of costs that it incurs in relation to the portfolio of 
development projects between signing and the scheme implementation, which is expected to be on the 
Settlement Date (Additional Development Projects Expenditure).  TSE management have estimated these 
costs at $1.5 million

Ratch and TSE will enter into certain agreements to govern their relationship with respect to TSIF (the 
Shareholders Agreement, which, collectively with the TSE Sale, the Transitional Services Agreement,  the 
OMAA Amendment and the Development Projects Transaction, are referred to as the Proposed Ancillary 
Transactions).F
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As a result of the Proposed Schemes and of the Proposed Ancillary Transactions, Ratch will ultimately own 80% 
of TSIF securities and TSE’s ownership of TSIF will be reduced to 20%. TSIF will subsequently be delisted 
from the Australian Securities Exchange (ASX).  The board of TSIF has prepared a scheme booklet containing 
the detailed terms of the Proposed Schemes and of the Proposed Ancillary Transactions (the Scheme Booklet)4

1.2 Key conditions of the Proposed Schemes
.

The Proposed Schemes are subject to various conditions summarised in Section 5.7 of the Scheme Booklet, the 
most significant being:

the approval of the Proposed Schemes by Public Securityholders  

Foreign Investment Review Board, court and other regulatory approvals and consents as required by law or 
other relevant authorities being successfully obtained.. 

1.3 Profile of Ratch 
Ratch is a power generation company based in Thailand and is listed on the Stock Exchange of Thailand. Ratch 
was established in March 2000 following the privatisation of Electricity Generating Authority of Thailand, 
which retains an approximate 45% shareholding in Ratch (with three directors on Ratch’s 13 member board). 

Ratch is structured as a holding company and receives dividends from its subsidiaries and joint ventures in 
Thailand and Laos. The company has total installed domestic capacity of approximately 4,350 MW across three 
Thai power plants and in addition has a number of hydro and wind power plants and development projects in 
Laos.

An objective of Ratch is to expand its business domestically and internationally.

4 Refer to Section 5 of the Scheme Booklet for the terms of the Proposed Schemes and the Proposed Ancillary Transactions. 

F
or

 p
er

so
na

l u
se

 o
nl

y



>>Transfield Services Infrastructure Fund | 76

18
Deloitte: Transfield Services Infrastructure Fund – Independent expert’s report

2 Scope of the report
2.1 Purpose of the report
Section 411 of the Act (Section 411) regulates schemes of arrangement between companies and their 
shareholders.  Part 3 of Schedule 8 to the Corporations Regulations prescribes the information to be provided to 
shareholders in relation to schemes of arrangement.  These provisions require the preparation of a report by an 
independent expert stating whether or not, in the expert’s opinion, the proposed scheme is in the best interests of 
the security holders of the entity subject to the scheme where either:

the corporation which is party to the scheme (TSE) has a director in common with the company subject to 
the scheme of arrangement (TSIF) 

the corporation which is the other party to the scheme (TSE) is entitled to more than 30% of the voting 
securities in the company subject to the scheme (TSIF). 

As TSE has more than 30% of the voting securities in TSIF and they have a director in common,  there is a legal 
requirement for an independent expert’s report under clause 3 of Part 3 of Schedule 8 to the Corporations 
Regulations. In addition, consistent with the Australian Securities and Investments Commission (ASIC) and 
Takeovers Panel guidance and in accordance with market practice, the independent directors of TSIF (the 
Independent Directors) have requested Deloitte Corporate Finance Pty Limited (Deloitte Corporate Finance) to 
prepare an independent expert’s report advising whether the Proposed Schemes are in the best interests of TSIF 
securityholders other than TSE (the Public Securityholders).

Furthermore, since the Proposed Schemes are associated with the Proposed Ancillary Transactions, the 
Independent Directors have requested Deloitte Corporate Finance to include in this report: 

an opinion as to whether or not anything has come to our attention that causes us to believe that:

the Proposed Ancillary Transactions between Ratch and TSE are not on arm’s length terms; or

the consideration payable under the Proposed Ancillary Transactions constitutes the receipt by TSE of a 
collateral benefit for the purposes of the Act as interpreted by the Takeovers Panel Guidance Note 21: 
Collateral Benefits (GN21)  

confirmation that nothing has come to our attention in respect of the Proposed Ancillary Transactions that 
would cause us to qualify the conclusions reached in relation to the Proposed Schemes.

Accordingly, our opinion in respect of the Proposed Ancillary Transactions has been commissioned by the 
Independent Directors to assist Public Securityholders in forming their view on the Proposed Schemes by 
ensuring that:

they have considered all aspects of the Proposed Ancillary Transactions (to which the Independent 
Directors and TSIF are not party) 

they are fully informed of all relevant details of those transactions in making an assessment of the Proposed 
Schemes. 

This report is to be included in the Scheme Booklet to be sent to the Public Securityholders and has been 
prepared for the exclusive purpose of assisting the Public Securityholders in their consideration of the Proposed 
Schemes and of the Proposed Ancillary Transactions. Neither Deloitte Corporate Finance Pty Limited, Deloitte 
Touche Tohmatsu, nor any member or employee thereof, undertakes responsibility to any person, other than the 
Public Securityholders and TSIF, in respect of this report, including any errors or omissions howsoever caused. 
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2.2 Basis of evaluation

2.2.1 Proposed Schemes 

Guidance
Schemes of arrangement can include many different types of transactions, including being used as an alternative 
to Chapter 6 takeover bid.  The basis of evaluation selected by the expert must be appropriate for the nature of 
each specific transaction.

Section 640 requires an independent expert’s report in connection with a takeover offer to state whether, in the 
expert’s opinion, the takeover offer is fair and reasonable.  Where the scheme of arrangement has the same effect 
as a takeover, the form of analysis used by the expert should be substantially the same as for a takeover bid, 
however, the opinion reached should be whether the proposed scheme is ‘in the best interests of the members of 
the company’. Accordingly, if an expert were to conclude that a proposal was ‘fair and reasonable’ if it was in 
the form of a takeover bid, it will also be able to conclude that the proposed scheme is in the best interests of the 
members of the company.

In our assessment as to whether the Proposed Schemes are fair and reasonable and therefore in the best interests 
of the Public Securityholders, we have had regard to common market practice and Regulatory Guide 111 issued 
by ASIC in relation to the content of independent expert’s reports.

ASIC Regulatory Guide 111  
This regulatory guide provides guidance in relation to the content of independent expert’s reports prepared for 
transactions under Chapters 5, 6 and 6A of the Act, in relation to:

takeover bids 

schemes of arrangement

compulsory acquisitions or buy-outs 

acquisitions approved by security holders under item 7 of section 611 

selective capital reductions

related party transactions

transactions with persons in a position of influence

demergers and demutualisations of financial institutions

buy-backs.

ASIC Regulatory Guide 111 refers to a ‘control transaction’ as being the acquisition (or increase) of a 
controlling stake in a company that could be achieved, for example, by way of a takeover offer, scheme of 
arrangement, approval of an issue of shares using item 7 of s611, a selective capital reduction or selective buy 
back under Chapter 2J.

In respect of control transactions, under ASIC Regulatory Guide 111 an offer is:

fair, when the value of the consideration is equal to or greater than the value of the securities subject to the 
proposed scheme.  The comparison must be made assuming 100% ownership of the target company (i.e. 
including a control premium if appropriate)

reasonable, if it is fair, or, despite not being fair, after considering other significant factors, security holders 
should accept the offer under the proposed scheme, in the absence of any higher bids before the close of the 
offer. 

To assess whether the Proposed Schemes are in the best interests of the Public Securityholders, we have adopted 
the tests of whether the Proposed Schemes are either fair and reasonable, not fair but reasonable, or neither fair 
nor reasonable, as set out in ASIC Regulatory Guide 111.F
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Fairness
ASIC Regulatory Guide 111 defines an offer as being fair if the value of the offer price is equal to or greater than 
the value of the securities the subject of the offer.  The comparison must be made assuming 100% ownership of 
the target entity.

Accordingly we have assessed whether the Proposed Schemes are fair by comparing the value of the 
consideration being offered pursuant to the Proposed Schemes with the value of a TSIF security.  We assessed 
the value of a TSIF security by estimating the current value of TSIF as a whole, on a control basis, and dividing 
this value by the number of securities on issue.

TSIF securities have been valued at fair market value, which we have defined as the amount at which the 
securities would be expected to change hands between a knowledgeable willing buyer and a knowledgeable 
willing seller, neither of whom is under any compulsion to buy or sell.  Special purchasers may be willing to pay 
higher prices to reduce or eliminate competition, to ensure a source of material supply or sales, or to achieve cost 
savings or other synergies arising on business combinations, which could only be enjoyed by the special 
purchaser.  Our valuation of a TSIF security has not been premised on the existence of a special purchaser.

Reasonableness 
ASIC Regulatory Guide 111 considers an offer in respect of a control transaction, to be reasonable if either:

the offer is fair

despite not being fair, but considering other significant factors, security holders should accept the offer in 
the absence of any higher bid before the close of the offer.

To assess the reasonableness of the Proposed Schemes we considered the following significant factors in 
addition to determining whether the Proposed Schemes are fair:

the existing security holding of TSE in TSIF

the current uncertainty surrounding Australia’s climate change policies which affect the future trading of 
TSIF’s portfolio of assets

the likely market price and liquidity of TSIF Securities in the absence of the Proposed Schemes 

the likelihood of an alternative offer for the TSIF securities

other implications associated with Public Securityholders rejecting the Proposed Schemes. 

2.2.2 Proposed Ancillary Transactions

Overview
We set out below the framework used in forming our opinion with respect to the Proposed Ancillary 
Transactions. We acknowledge that, in the absence of a statutory or other well defined framework, it may be 
possible to use approaches other than that set out below in concluding on the matters within the scope of our 
report.  

In our opinion, whether or not the agreements are on arm’s length terms and whether or not there is a collateral 
benefit being provided to TSE are interrelated issues. Whilst our analysis addresses each aspect separately, our 
conclusions have regard to the interrelationship between the issues.

Arm’s length terms
In determining whether the agreements are on arm’s length terms, we have assessed whether the parties are 
dealing with each other at arm’s length by considering:

any relationship which exists between the parties

the genesis of and the links between the Proposed Schemes and the Proposed Ancillary Transactions.F
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Collateral benefit

Framework for analysis
Chapter 6 of the Act  imposes various constraints on the terms of a takeover bid, including a prohibition on 
providing collateral benefits. Section 602(c) of the Act states the purpose of Chapter 6 includes ensuring security 
holders have a reasonable and equal opportunity to participate in any benefits accruing to security holders under 
a proposal.

In the absence of any regulatory guidance, we have had regard to GN21, as interpreted by the Takeovers Panel,
in assessing whether anything has come to our attention to cause us to believe the TSE will receive a collateral 
benefit for the purposes of the Act. 

Extracts quoted from the GN21 include only those paragraphs and annotations that we consider directly relevant 
to our report.

The equality principle

A collater al benefit offends the equality pr inciple if it is a net benefit
If the bidder provides a security holder (in this instance TSE) something of value which it does not offer to other 
security holders, the Takeovers Panel may conclude that a collateral benefit has been given which gives rise to 
unacceptable circumstances. In reaching a conclusion, a key consideration for the Panel is whether the collateral 
benefit that has been received offends the equality principle5

Net benefits should be considered on a holistic basis

. In reaching any conclusion, the Panel may consider 
the parties concerned and the nature and context of the benefit. In determining whether there is a collateral 
benefit, the test is one of a ‘net benefit’. 

Paragraphs 15 and 16 of GN21 state that:

15 A net benefit is assessed by reference to the commercial balance of advantages flowing to and 
from the security holder: Powertel 03. It is assessed on a ‘holistic’ rather than ‘atomistic’ 
approach.17 If there is no net benefit, then prima facie the equality principle will not be 
offended (but see below on s623 and inducement).

16 Factors affecting the view of the Panel as to the balance of advantages include:

(a) the substance and commercial reality of the transaction  

(b) the context in which the benefit is given or the consideration is

given up

(c) the overall effect of the transaction: Becker Group 01

(d) an objective assessment of the transaction (rather than the parties intentions).

The reference to footnote 17 at paragraph 15 of GN21 is a reference to ‘Boral Energy Resources Ltd v TU 
Australia (Queensland) Pty Ltd (1998) 28 ACSR 1’.  In that case, the New South Wales Supreme Court provided 
the following explanation of the approach to be adopted in assessing whether there is a net benefit6

5 Paragraph 14 of the GN21 provides that the Panel will not accept the argument that, but for the benefit, there would have been no offer (or a 
lower offer) to all other security holders.

: 

6 The reference to s 698 is a reference to the Corporations Act 1989.
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If an atomistic view of benefit is taken, then all that s 698(1) requires, with its reference to "any 
benefit", is that the non-bid transaction confer at least one benefit not replicated in the bid 
transaction (or takeover scheme). The preferred holistic view instead takes into account whatever 
rights or benefits are conferred by each transaction, to be netted off against whatever rights or 
benefits are thereby given up, to the extent such benefits are commensurable at least in an 
approximate sense. The resultant net benefit is to be compared under each transaction. Only if there 
is overall disparity in favour of the party to the non-bid transaction is s 698(1) contravened. This is 
in the sense of a balance of advantage, profit or good in favour of the party to the non-bid 
transaction. 

Approaches to establishing whether  there is a net benefit
The GN21 provides a number of ways in which a party may seek to establish that there is no net benefit under 
the equality principle, including:

market testing of the transaction, for example, by a public sale process;

an independent valuation of the transaction; or

an expert’s opinion about whether there is a net benefit.

Market testing is the preferred method, according to GN21. As this is not possible in the current circumstances, 
we have been requested to provide an expert’s opinion about whether or not there is a net benefit to TSE as a 
result of entering into the Proposed Ancillary Transactions.  We have considered each of the Proposed Ancillary 
Transactions both in isolation and in aggregate.  If each of the underlying Proposed Ancillary Transactions does 
not give rise to a collateral benefit, then it is unlikely that there will be a collateral benefit when viewing the 
Proposed Ancillary Transactions in aggregate.

Our approach
In determining whether there is a net benefit to TSE as a result of the Proposed Ancillary Transactions, we have 
undertaken both a quantitative and a qualitative analysis in relation to each of the Proposed Ancillary 
Transactions, where possible. This is consistent with our understanding of the principles outlined in the GN21
which requires that a holistic view be taken of each transaction.

Quantitative analysis
Under the first limb of our analysis, we compare the value of the amounts payable to TSE under the terms of the 
Proposed Ancillary Transactions (‘consideration’ or ‘benefits received’) with the value of either:

the asset that TSE is providing to Ratch  (where an asset is being transferred to Ratch by TSE)

the future services that TSE will provide to Ratch or TSIF (where TSE has agreed to provide services to 
Ratch)

We refer to the above as the ‘benefits provided’.

In undertaking the quantitative analysis, we have had regard to:

what we consider to be the commercial substance of the Proposed Ancillary Transactions 

the benefits received and benefits provided.

GN21 recognises that a transaction may confer a collateral benefit even though it is at fair market value7

Qualitative analysis

and 
consequently does not require the measurement of net benefit by reference to fair market value.

Under the second limb of our analysis, we considered other advantages flowing to and from TSE that are not 
reflected in the quantitative analysis.

7 Paragraph 21 of GN21 defines value as “the price that might be negotiated in an open, unrestricted market between a knowledgeable, 
willing but not anxious buyer and a knowledgeable, willing but not anxious seller acting at arm’s length: Email 03”.
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2.3 Limitations and reliance on information
The opinion of Deloitte Corporate Finance is based on economic, market and other conditions prevailing at the 
date of this report.  Such conditions can change significantly over relatively short periods of time.  This report 
should be read in conjunction with the declarations outlined in Appendix 7. 

We specifically draw to the attention of Public Securityholders that the uncertainty around the implications of 
future carbon emission policies in Australia creates significant uncertainty with respect to the valuation of 
TSIF’s portfolio of assets. Recognising this factor, we consider that our valuation may be more susceptible to 
change than would normally be the case.

This engagement has been conducted in accordance with professional standard APES 225 Valuation Services 
issued by the Accounting Professional and Ethical Standards Board Limited (APESB).  

Our procedures and enquiries did not include verification work nor constitute an audit or a review engagement in 
accordance with standards issued by the Auditing and Assurance Standards Board (AUASB) or equivalent body 
and therefore the information used in undertaking our work may not be entirely reliable.

2.3.1 Individual circumstances
We have evaluated the Proposed Schemes and the Proposed Ancillary Transactions for Public Securityholders as 
a whole and have not considered the effect of the Proposed Schemes and the Proposed Ancillary Transactions on
the particular circumstances of individual investors.  Due to their particular circumstances, individual investors 
may place a different emphasis on various aspects of the Proposed Schemes and of the Proposed Ancillary 
Transactions from the one adopted in this report.  Accordingly, individuals may reach different conclusions to 
ours on whether the Proposed Schemes are fair and reasonable and therefore in the best interests of Public 
Securityholders.  If in doubt investors should consult an independent adviser, who should have regard to their 
individual circumstances.
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3 Australian electricity industry
TSIF owns or has an investment in a portfolio of power generation assets and non-controlling investments in two 
water filtration plants. Given the vast majority of TSIF operations are underpinned by its electricity power 
generation assets and investments, and the water filtration plants are operated under long term contracts, this 
section describes the key dynamics of the electricity industry only. Section 4.3.3 includes a description of the 
water filtration plants. 

3.1 Overview
Electricity generation involves the conversion of primary energy sources, such as coal, gas or fuel oil into 
electricity. Electricity produced by generators is transmitted via high voltage transmission lines to a local 
distribution network in metropolitan and regional areas where it is transformed to low voltage before being 
distributed to population centres and consumers. Some very large industrial customers (such as aluminium 
smelters or mining operations) are connected directly to the transmission network. 

Many state owned transmission, distribution and retailing enterprises have been privatised to augment financial 
performance and fiscal responsibility.  Under these arrangements, local electricity retailers compete based on 
performance, however, some monopolistic characteristics still exist in the industry.  At the same time, the 
wholesaling of electricity has recently become more competitive as transmission interconnections between states 
have expanded.  

The figure below sets out a simplified structure of the electricity supply chain.

Figure 2: Electricity supply chain

Source: Deloitte Corporate Finance analysis
Note: this figure only includes the primary connections between the main operators in the industry.  

Interconnected states (NSW, Victoria, South Australia, Queensland and Tasmania) and territories (ACT) form 
the National Electricity Market (NEM). The operation of the NEM is managed by the Australian Energy Market 
Operator (AEMO) who can direct generators to increase electricity production or instruct network distribution 
providers to suspend supply to rebalance the demand and supply dynamics and to protect the integrity of the 
power system.
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The NEM is a competitive wholesale market through which generators sell electricity at prices determined by 
changes in supply and demand. Retailers purchase electricity from the NEM and sell to residential, business and 
industrial customers. The retail tariff for customers on a bundled tariff (which are mainly residential and small 
business customers) is an aggregation of the cost of energy supply, transmission tariffs, distribution tariffs and a 
retail cost covering administration, billing, operating costs, marketing costs and a margin. There is full retail 
competition in the NEM (except Tasmania) where all customers have choice of retailer. There are retail price 
caps for small customers in some states, such as South Australia.

Regulation of the NEM is conducted by the Australian Energy Regulator (AER) under the provisions of the 
National Electricity Law and the National Electricity Rules developed by the Australian Energy Market 
Commission (AEMC). The Economic Regulation Authority regulates the electricity market in Western Australia 
and confers the administration and operational management of the wholesale electricity market to the 
Independent Market Operator (IMO). 

3.2 Generation
Electricity generation is a capital intensive process and the efficiency with which capital is employed has a major 
influence on the cost of generation. The key factors for ensuring capital efficiency are the minimisation of spare 
capacity and the maximisation of plant availability to meet demand at peak times.  Attaining these goals is 
complicated by the long life-span of generating plants (upwards of 30 years) and the long lead time for the 
installation of new facilities (five to seven years).

Base load generators provide the majority of electricity to the NEM and operate continuously. Intermediate 
generators are generally switched off during periods of low demand, and peaking plants generally operate for 
short periods during peak demand.

The table below sets out the main characteristics of different generators.

Table 6: Common types of electricity generation 

Type Start up time Operator 
control

Operating 
costs

Production 
of carbon

Typical 
load type 

Coal-fired Up to 48 hours High Low High Base load
Gas turbine 20 minutes High Medium to high Medium Base load/Intermediate/Peaking

Water (Hydro) 1 minute Medium Low Nil Dependent on water source
Wind Weather dependent Low Low Nil Semi-scheduled

Source: AEMO

Coal-fired power stations have long start up times (up to 48 hours) so tend to operate continually providing base 
load power into the NEM. Gas-fired power stations and renewable sources, such as hydro which have fast start 
up capabilities, can be used to provide intermediate and peaking power in times of higher electricity demand. 

Gas-fired plants use two broad types of turbine configuration, an open cycle gas turbine (OCGT) or a combined 
cycle gas turbine (CCGT). A CCGT utilises waste heat to produce additional electricity making them more 
efficient than the OCGT design but typically require greater capital expenditure to construct. Higher marginal 
costs together with faster start up times make OCGTs more suited for peaking generation, while CCGTs are 
more suited to base load generation. 

Wind as an energy source is weather dependent and its electricity generation is intermittent. Larger wind 
generators (over 30 MW) are registered in the NEM as ‘semi-scheduled’ generators as they cannot increase 
generation on demand and so are not available to be dispatched at all times8

8 The AEMO schedules generators in the NEM to produce specific volumes of electricity at particular times of the day based on price (see 
Section 

. 

3.6.1 for further information on pricing). 
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3.3 Supply

3.3.1 National electricity market
The majority of electricity in Australia is generated using brown and black coal, which is in abundant supply in 
many parts of Australia. The proportion of black coal and brown coal-fired power generation has remained 
relatively constant over the past decade. In contrast, the proportion generated using hydro-power has declined, 
although the level of hydro-electric capacity has remained fairly flat. Natural gas has become increasingly 
important in power generation and the proportion of total electricity generation from this source has 
progressively increased in recent years. Electricity generation from renewable sources remains relatively small, 
however wind energy is expanding under climate change policies, especially in South Australia where wind 
generation represents approximately 20% of the state’s capacity9

Figure 3: Generation output by fuel type in FY10

. In FY10 approximately 93% of electricity 
generated in Australia was from fossil fuels as set out in the figure below.

Figure 4: Total energy output by state in FY09

Source: AEMO
Note: Natural gas includes generation from coal seam methane

Source: AEMO

Black and brown coal as base load suppliers generate approximately 81% of electricity output (see Figure 3), 
however only account for 58% of NEM generation capacity. New South Wales (NSW), Queensland (QLD) and 
Victoria (VIC) rely more on coal than the other states. Gas-fired plants as intermediate and peaking generators 
provide approximately 10% of electricity output and 21% of capacity across the NEM. South Australia (SA) 
relies heavily on gas-fired generation. These figures exclude embedded and non-NEM private generation.

There are approximately 200 large generators selling electricity into the NEM which had a registered capacity in 
FY10 of 49,010 megawatts (MW)10, total energy generated of 206 terawatt hours (TWh)11

9 AER. 

and a turnover of 
$9.6 billion.

10 A watt is a unit of power and 1 million watts = 1 megawatt. 
11 Typical unit of measurement for annual output where 1 terawatt = 1 trillion watts (i.e. 1 million megawatts). Energy in watt hours is the 
multiplication of power in watts and time in hours. One MWh is equivalent to approximately 1 MW of sustained power continuously 
supplied over one hour.
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In 2010, approximately two-thirds of the generation capacity was government owned or controlled12

Table 7: Market share in electricity capacity by State, 2010 

, with the 
majority of generation in Queensland and NSW and all the generation in Tasmania being government owned or 
controlled.

Company NSW QLD VIC SA TAS

AGL - - 7.6% 35.0% - 
Alinta - 4.0% - 19.0% - 
Government controlled 78.0%1 67.0% - - 100.0% 
International Power - - 20.5% 21.0% - 
Origin Energy 4.0%1 9.0% - 10.0% - 
Snowy Hydro 14.0% - 20.0% - - 
TRUenergy -1 - 22.8% 4.0% - 
Other 4.0% 20.0% 29.1% 11.0% - 
Total 100.0% 100.0% 100.0% 100.0% 100.0% 

Source: AER
Note:  
1. In December 2010 the NSW government sold the generation rights to approximately 49% of its generation capacity to Origin Energy and 

TRUenergy in the 1st tranche of the so called ‘Gentrader Contracts’. 

The wholesaling of electricity has recently become more competitive as interconnections between states have 
expanded. Interconnectors now physically link the transmission network between Australian states and territories 
(excluding Western Australia and the Northern Territory13

The five State regions of the NEM are connected by high voltage transmission lines (interconnectors). Subject to 
physical transfer capacity limits, supply can be shared between regions via the interconnectors. This facilitates 
the import of electricity when demand is higher than can be met by local generators, or when the price of 
electricity in an adjoining region is low enough to displace the local supply

) facilitating the transfer of electricity from one 
jurisdiction to another.

14

The AEMO monitors and manages the NEM and also forecasts electricity supply and demand taking into 
account committed but not yet operational projects. As at June 2010 there were committed projects expected to 
provide over 1,200 MW of generation capacity, predominantly gas-fired plants and wind generation projects. 
There were also proposed generation projects expected to provide 40,000 MW of generation capacity that have 
been announced but not yet committed, which are not included in AEMO’s projections. These proposed projects 
are also mostly gas-fired plants and wind generation projects.

. 

Recent AEMO assessments found installed and committed capacity (excluding wind) across the NEM as a whole 
will be sufficient until FY14 to meet peak demand projections and reliability requirements.

3.3.2 Western Australia electricity market
The Economic Regulation Authority regulates the electricity market in Western Australia and confers the 
administration and operational management of the wholesale electricity market to the Independent Market 
Operator (IMO). The IMO also oversees system reliability for the South West Interconnected System (SWIS), an 
area bounded by Geraldton to the north, Kalgoorlie to the east and Albany to the south.

12 AER.
13 Due to geographical constraints and capital requirements, the Western Australia and the Northern Territory regions are not integrated into 
the NEM.
14 AEMO.
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The wholesale electricity market has two components, a wholesale electricity trading component (established in 
September 2006) and a capacity component. Most electricity is traded through bilateral contracts between 
generators and retailers who on-sell electricity to end users. Generators with additional capacity above their 
contracted level can bid to supply electricity to the wholesale market. A market price for capacity is also 
determined so that providers of capacity can receive payment even without a bilateral contract15

TSIF has interests in two gas-fired plants (BP Kwinana and Kemerton) in southern Western Australia with 
capacity sold to the State government owned Verve Energy under two separate 25 year contracts expiring in 
December 2021 and October 2030, respectively. BP Kwinana’s output is also contracted to the nearby BP 
refinery under an Energy and Services Agreement. Verve Energy has its own portfolio of generation assets with 
generation capacity of approximately 3,000 MW, a level generally sufficient to meet average demand. A small 
number of independent power producers are used to satisfy excess demand requirements in the power system.

. 

3.4 Demand
The main customers purchasing electricity from the NEM are energy retailers, who bundle electricity with 
network services for sale to residential, commercial and industrial energy users. Some participants in the NEM 
are vertically integrated such that they own generation assets and provide retailing services to energy users.

Energy consumption is driven by a number of factors including general economic growth, population growth, 
growth in new housing, installation and usage of air conditioners and electrical appliance sales. Electricity 
consumption generally peaks during the summer period in all states, with the exception of Tasmania which has a 
winter peak load. However, demand varies between States due to differences in population size, temperature and 
commercial and industrial needs. Demand for electricity also varies during the day, with peak demand times 
typically between 7am and 9am and between 4pm and 7pm.

Generation capacity must be sufficient to meet the requirements of expected demand during peak periods in each 
region while total consumption will be at levels much lower than maximum generation capacity. A typical level 
of peak demand for electricity across the NEM is approximately 25,000 MW on a business day of average 
temperatures16

Electricity consumption during FY10 was approximately 206 TWh in the NEM with NSW being the largest state 
consumer of electricity. The most significant uses for electricity are for residential and commercial purposes.

. 

Figure 5: NEM electricity consumption in FY10 (TWh) Figure 6: Electricity consumption by sector

Source: AER Source: AEMO

3.5 Climate change regulation
Based on research commissioned by the International Energy Agency in 2009, Australia has the second highest
carbon intensity (measured as Kg CO2/MWh) in power generation of the countries in the G20, after South 
Africa. 

15 IMO.
16 AEMO.
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Conscious of the relatively high carbon intensity of Australia, over the past ten years Australian governments 
have introduced or attempted to introduce legislation aimed at reducing Australia’s heavy reliance on fossil 
fuels, and in particular coal. These are summarised below.

3.5.1 Renewable energy
In order to encourage the uptake of renewable energy in electricity generation in 2001 the Australian government 
established the Mandatory Renewable Energy Target (MRET). The target was to achieve 9,500 GWh17

The MRET was expanded in 2009 with a new target of 45,000 GWh of renewable energy by 2020, and became 
known as the expanded Renewable Energy Target (RET). The current target is to achieve 20% of the country’s 
electric supply from renewable sources by 2020. The RET scheme is currently the Australian Government’s 
primary emissions reduction policy.

of 
electricity generation sourced from renewable energy by 2010. Under MRET, eligible accredited renewable 
energy technologies would receive one Renewable Energy Certificate (REC) for every MW hour (MWh) of 
renewable energy generated. Pursuant to the scheme, electricity retailers and other entities with wholesale 
electricity contracts had an obligation to generate or purchase on the market certain amounts of RECs. As a 
result, renewable energy generators, such as wind farms, had an opportunity to sell RECs, thereby generating
revenues, which assisted them in competing with the cheaper existing fossil fuel based forms of electricity 
generation. 

The expanded RET scheme included small-scale sources (such as solar panel installers) which, however, resulted 
in an oversupply of RECs in the market and consequently in depressed REC prices. This resulted in mounting 
pressure on the government, by large-scale renewable energy developers who rely on the sale of RECs, to 
subsidise the cost of renewable energy production.

As a result, from January 2011, the RET scheme was separated into two parts: the Small-scale Renewable 
Energy Scheme (SRES) and the Large-scale Renewable Energy Target (LRET). The intention is sustain LRET 
prices by rebalancing demand and supply dynamics and revive investment in large scale renewable energy 
generators. 

Purchasers of wholesale electricity are required to meet annual targets for the purchase of renewable energy and 
can acquire Large scale Generation Certificates (LGCs) to satisfy this requirement. Large scale renewable energy 
generators such as hydro, solar and wind power stations now create LGCs, which can be sold separately from the 
underlying electricity on market or may be bundled with electricity sold under off-take agreements. The 
renewable energy target for the LRET scheme is 41,000 GWh by 2020, while the overall target remains 
unchanged at 45,000 GWh by 2020.

3.5.2 Emissions reduction and carbon pricing
In December 2008 the Australian Government released a White Paper outlining a Carbon Pollution Reduction 
Scheme (CPRS) proposed to form part of a framework for meeting Australia’s target to reduce emissions either 
to:

25% below 2000 levels by 2020 under the proposed international agreement to restrain atmospheric 
concentrations of greenhouse gases to 450 parts per million (consistent with the aim of limiting global 
warming to below 2 degrees Celsius above pre-industrial levels), or;

between 5% (CPRS 5%) and 15% (CPRS 15%) below 2000 levels by 2020 depending on the level of
contribution and commitment to carbon reduction by other countries around the world.

In the CPRS White Paper the Australian Government committed to provide limited assistance to the coal-fired 
electricity generation sector through the ESAS to help the transition to a lower emissions economy under the 
CPRS. This commitment is reflected in the CPRS legislation introduced into Parliament on 2 February 2010. 

On 27 April 2010, the Australian Government announced its decision to delay the implementation of the CPRS 
until at least 2013, and subject to obtaining greater clarity on the action of other major economies including the 
US, China and India. Notwithstanding, the Australian Government and the opposition have each committed to a 
reduction in carbon emissions of 5% below 2000 levels by 2020 in the absence of any global agreement on 
emissions reductions.

17 GW= gigawatt; GWh= gigawatt/hour.
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In late 2010 the Australian Government formed a Climate Change Committee to examine options for introducing 
a carbon price, including an emissions trading scheme and a carbon tax. On 24 February 2011, the Australian 
Government released a proposal outlining the broad architecture for a carbon price mechanism incorporating the 
following characteristics:

a fixed carbon price for three to five years (a carbon tax), commencing on 1 July 2012 (but subject to 
legislation being passed this year)

transition to a flexible price cap and trade emissions trading scheme

coverage of the scheme and the phasing in of different sectors of the economy

linking arrangements to international schemes

support for households, communities, industry and technology innovation

an overall package should take appropriate account of impacts on the competitiveness of all Australian 
industries, and should be accompanied by measures that are necessary for maintaining energy security.

The economic impact of the proposed carbon price mechanism including the amount at which carbon will be 
priced remains uncertain. If the emissions trading scheme ultimately introduced contains characteristics similar 
to the proposed CPRS, at the point of implementation the Government is expected to set a cap on the total 
amount of carbon pollution allowed to be emitted by certain industry sectors without a financial consequence. 
Under any such scheme, one carbon permit could be required for each tonne of carbon emission produced by an 
entity each year. High emitting coal fired producers would potentially receive free carbon permits to assist their
transition to a lower emissions economy. The carbon permits could be traded either in an auction or in a 
secondary market with prices driven by the total carbon cap for Australia and the requirements of each carbon 
producing entity. Firms which value permits highly would be prepared to pay the most for them, while for other 
entities it would be more economic for them to reduce carbon emissions than to purchase permits.
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3.6 Pricing

3.6.1 National electricity market
In order to operate the NEM, the AEMO conducts forecasts of expected electricity demand in each region of the 
NEM. Each registered generator is required to provide offers to the AEMO regarding the volume of electricity 
they are willing to supply at a particular price in 5 minute intervals. The AEMO matches the offered supply with 
demand and dispatches the cheapest generator bid first until all demand is satisfied. As a result, registered 
generators must take into account the risk of not being able to sell their power production if their bid price is too 
high. The dispatch price is then determined as the highest price paid in each five minute interval and six dispatch 
prices are averaged to calculate the spot price for every half hour trading interval. The spot price is the price all 
generators receive for production during the half hour interval, and it is the price wholesale customers pay for 
electricity consumed.

Spot prices may differ between the regions of the NEM due to varying generation costs of the different fuel types 
in different regions, and other factors such as plant and transmission outages, where capacity constraints of the 
interconnectors limit the ability to supply from one region to another to equalise price.

In general, average NEM spot prices (time weighted) rose to record levels in the 2007 calendar year due to 
drought and record peak demand, before easing back to more normal levels in 2008 and beyond. Historically 
prices have been higher in South Australia and Tasmania due to the limited capacity of transmission 
interconnectors. Queensland prices have been low in 2010 due to an abundance of cheap coal seam gas (CSG). 
However, it is expected that gas prices will increase as the Liquified Natural Gas (LNG) industry develops in 
Queensland. 

Figure 7: Time weighted average electricity spot prices ($ per MWh)

Source: AEMO and Deloitte Corporate Finance Analysis
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Spot prices can fluctuate significantly throughout a given day and are typically highest during periods of peak 
demand. Forward price risk can be mitigated by entering into derivative contracts to fix the price received for 
intended production or fix the price paid for intended consumption. Electricity based futures products are traded 
on the ASX by brokers representing generators, retailers, banks, other financial intermediaries and market 
speculators.

Futures contracts on electricity generally relate to a specific quarter of a year however ‘calendar year strips’ (i.e. 
a bundle of four quarters) are being increasingly traded, especially for contracts with a start date more than 
12 months away.

Figure 8: Base load calendar year future strips for 2011, 2012 and 2013, settlement prices as at 18 March 2011  

Source: d-cyphaTrade, Deloitte Corporate Finance analysis

The calendar year strips in the figure above indicate that forward prices are higher for contracts in later years. 
This trend may reflect uncertainty regarding climate change policies, especially for calendar year 2013. The 
forward prices are significantly higher in South Australia, which may reflect market concerns over high 
temperatures, interconnector constraints and opportunistic bidding by market participants recurring as witnessed 
during the past three summers18

In addition to the spot and financial markets discussed above, electricity prices can also be determined by power 
purchase agreements (PPA), which are long term contracts individually designed to reflect tenure, capacity and 
specific risks negotiated between the parties to these agreements. PPAs are typically entered into between 
generators and retailers or between generators and large industrial customers. 

. 

3.6.2 Western Australia
A day-ahead Short Term Energy Market (STEM) price is determined for each half hour interval. Generators in 
the SWIS provide the IMO with their bilateral contract position and place offers to sell electricity into each half 
hour interval of the following day. A generator can therefore offer to supply capacity above its contractual level 
as prices rise. To determine the day-ahead STEM price, the IMO matches all generator offers with the bid prices 
received from retailers for each half hour interval.

18 AER.
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3.6.3 Renewable energy certificates
Since the separation of the renewable energy targets into separate large scale and small scale schemes from 1 
January 2011, RECs are classified as either LGCs or small-scale technology certificates (STCs).

The price paid for LGCs can fluctuate daily as it is market driven and dependent on supply and demand. Prices 
and payment are negotiated and transferred to the REC Registry, a system which facilitates the creation, 
registration, transfer and surrender of LGCs. An effective after-tax shortfall penalty of $93 per MWh applies if 
insufficient LGCs are surrendered.

Historically, REC spot prices traded between $30 per MWh and $40 per MWh in the initial years following the 
commencement of the MRET, before falling to an all time low of approximately $12 per MWh by the end of 
2006. Since then, the REC spot market increased to a high of approximately $54 per MWh in June 2008 with 
prices falling again in 2009 due to the introduction of the expanded RET and resulting oversupply of RECs from 
small-scale schemes. In 2010, REC spot prices have been volatile with prices decreasing below $30 per MWh 
before the transition to SRES and LRET. The closing LGC spot price as at 18 March 2011 was $36.50 per MWh. 

Energy retailers typically purchase RECs under long-term agreements, however due to their vertical integration, 
retailers increasingly have access to their own renewable generation portfolios to source RECs. Recently, 
retailers have also taken advantage of the low REC spot price to purchase RECs in the spot market. The current 
forward curve indicates that REC prices are likely to remain below $40 per MWh up until FY14, when, 
according to market analysts and commentators, the impact of under investment in renewable energy recently 
caused by low spot electricity prices (also referred to as ‘black prices’) and REC prices (also referred to as ‘green 
prices’ and, collectively with black prices, ‘bundled prices’) is expected to rebalance demand and supply.

3.7 Outlook
Climate change policies and development of new technologies are significant drivers in the electricity generation 
industry. In the medium term, generation using gas and wind as fuel sources will increase as evident from the 
pipeline of electricity generation projects committed and proposed in the NEM. 

Gas is expected to provide a medium term solution to power generation due to the availability of supply in 
Australia and its lower carbon intensity than coal, however long term emissions reduction targets cannot be met 
by a transition to gas alone. New wind powered generation is dependent on an REC price sufficiently high to 
justify investment in new generation capacity and will also benefit from a price on carbon. New technology such 
as smart meters may alter demand as consumers are provided with more information about their energy 
consumption19

A key determinant of the speed with which Australia makes the transition to a lower emission technology base 
will be the price attaching to carbon. ACIL Tasman in 2008 prepared a study simulating the impact of a 
$50/CO2 tonne carbon price on the long run marginal cost (LRMC) of electricity generation technologies in 
Australia by 2050. 

. Any actions taken to transfer demand away from peak periods may mitigate expected growth in 
capacity requirements.

19 The AER notes that the Australian government has committed $100 million for a trial of smart grid technologies. 
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Table 8: Long run marginal cost in the Australian electricity generation market (real 2008 $ per MWh)

Technology 2008 LRMC (without carbon price) Projected LRMC (with $50 per tonne 
carbon price)

Black coal 54 96 
Gas-fired (CCGT)  58 76 
Hydro 72 72 
Nuclear 76 76  
Geothermal 87 73 
Wind 93 65 
Solar 224 146 

Source: ACIL Tasman, Projected Energy Prices In Selected World Regions, May 2008
Note:  
1. This analysis is presented for illustrative purposes only and should not be interpreted as our estimate of future carbon price or LRMC of 

electricity generators. Cost estimates also allow for expected changes in plant efficiency, real escalation in capital costs and expected 
changes in capacity utilisation.

Whilst the above study is for illustrative purposes only and is based on assumptions which may or may not 
materialise and may be considered to be out of date, it indicates that: 

traditional fossil fuel based technologies, even gas, will ultimately be displaced by emerging technologies as 
the cost of carbon increases

nuclear, geothermal and hydro would appear to be competitive with gas CCGT at a $50 per tonne carbon 
price  

solar technology will require a significant carbon price if it is to become commercially viable in its own 
right or will require sufficient technological innovation to reduce its LRMC.

Irrespective of which technologies emerge as winners in terms of their role in contributing to Australia’s 
emission reduction task, introduction of a carbon price, or similar mechanism, will mean that electricity prices 
will rise. The level of increase will depend on the rate at which technology can be scaled up to provide 
commercially viable solutions in the Australian environment.

The uncertainty around climate change polices has, amongst other factors, possibly contributed to under 
investment in the industry due to projects being delayed until legislation is confirmed. Current installed and 
committed capacity (i.e. aggregate capacity) across the NEM is forecast to be insufficient to meet demand after 
FY14.

The AEMO forecasts that Queensland is likely to require new generation investment by FY14 beyond that 
already committed. Queensland would require an additional 726 MW of new generation capacity to delay the 
shortfall until the following year. Similarly, new generation investments in the other regions are forecast to be 
required by Victoria and South Australia in FY16, by New South Wales in FY17 and by Tasmania after FY20 
(excluded from figure). Lead times on commissioning new generation mean that satisfying the expected 
generation shortfall will become increasingly difficult unless there are favourable conditions for investment in 
new generation.
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4 Profile of TSIF
4.1 Overview
TSIF owns a portfolio of power generation assets including interests in five power stations and three wind farms. 
TSIF also owns two water filtration plants. TSIF was listed on the ASX in June 2007 following an offering of its 
securities to the public in May 2007. 

4.2 Legal structure
TSIF is a stapled entity with each stapled security comprising a unit in TSIT, a share in TSIL and a share in 
TSIIL. Infrastructure Fund Management Limited (IFML), a wholly owned subsidiary of TSIL, is the trustee and 
Responsible Entity (RE) of TSIT. The boards of IFML, TSIL and TSIIL are composed of the same directors. 
Figure 9 below sets out a simplified group structure for TSIF.

Figure 9: TSIF legal structure

Source: TSIF

TSIT acts as a financing vehicle, having raised capital under the initial public offering (IPO) and entitlement 
offer. TSIL holds all of TSIF’s operating assets, funded by equity and by debt provided by TSIT (Intercompany 
Loan) and external lenders. TSIIL does not hold any operating assets or external liabilities and was incorporated 
to house future international asset acquisitions if required.

Transfield Services (Australia) Pty Limited (TSAPL), a wholly-owned subsidiary of TSE, provides management, 
corporate and administrative services to TSIF under the MSA, including the sourcing of new investment 
opportunities falling within the investment mandate of TSIF. Fees under the MSA are calculated under a fee for 
services model on a cost plus margin basis. Pursuant to the MSA, TSIF also has the first right to acquire any 
investments that TSE intends to offer to third parties (e.g. the Wind Farms Development Projects) (the First 
Right of Refusal20

20 Under the terms of the MSA TSIF have a right of first refusal over new infrastructure investment opportunities offered by TSE that fall 
within the investment mandate of TSIF including a pipeline of wind farm projects (Wind Farm Development Projects) TSE is in the process 
of developing. 

). The term of the MSA is 25 years commencing from June 2007.
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TSAPL also provides operations and maintenance services to TSIF’s wholly-owned assets under an Operations 
and Maintenance Alliance Agreement (OMAA). Asset specific agreements containing asset specific terms are 
also entered into in respect of each asset. TSAPL and TSIF annually agree asset management plans, operating 
and maintenance budgets and key performance indicators (KPIs) in respect of each asset. Fees under the OMAA
include a fixed component based on recovery of direct costs incurred plus a fee for services. Performance fees 
may also be paid subject to TSAPL achieving the agreed KPIs. TSAPL is the preferred provider of operational 
and maintenance services for any future assets that may be acquired by TSIF. The term of the OMAA is 25 years 
commencing from June 2007, with asset specific agreements expiring at the same time.

Operation and maintenance services for non wholly-owned assets are generally provided by entities related to the 
co-owners of these assets.

4.3 Profile of the operating assets

4.3.1 Background
TSIF holds a geographically diverse portfolio of coal and gas power stations, wind farms and water filtration 
plants in Australia (Assets). All of the assets, with the exception of the wind farm portfolio have been owned by 
TSIF since the time of the IPO in May 2007.

In December 2007, TSIF completed the acquisition of a portfolio of four wind farms from Queensland state 
owned organisations, Tarong Energy and Stanwell Power. In May 2010, one of the wind farms, Mt Millar, was 
sold to Meridian Energy for $191 million as part of a capital structure review undertaken by TSIF (further details 
on this Capital Structure Review are set out in Section 4.6.1). TSIF continues to hold the remaining three wind 
farms. Section 4.3.2 details the key characteristics of each controlled asset within TSIF’s portfolio.

Table 9: Summary of Assets

Beneficial 
ownership

Commenced 
operations 

Residual 
life Power supply

Key contractual 
arrangements

Plant 
Capacity

Ownership 
interest 

attributable 
Capacity

Gas fired power stations
Townsville 100% 1998 35 Base AGL/Arrow (2025) 234 MW 234 MW
Kemerton 100% 2005 35 Peak Verve Energy (2030) 300 MW 300 MW
BP Kwinana 30% 1996 25 Base Verve Energy/BP (2021) 118 MW 35 MW
Coal fired power stations
Collinsville 100% 19981 20 Intermediate CS Energy (2016) 180 MW 180 MW
Loy Yang A 14% 19882 38 Base Alcoa/merchant (2036) 2,200 MW 309 MW
Wind farms
Starfish 
Hill 100% 2003 18 I/M Merchant 35 MW 35 MW

Toora 100% 2002 17 I/M Energy Australia (2012) 21 MW 21 MW
Windy Hill 100% 2000 15 I/M Ergon Energy (2015) 12 MW 12 MW

Total generating capacity 3,100 MW 1,126 MW

Water filtration plants
Macarthur 50% 1995 n/a n/a Sydney Water (2030) 265 ML p.d 133 MLp.d
Yan Yean 50% 1994 n/a n/a Melbourne Water (2020) 155 ML p.d 78 ML p.d

Source: TSIF
Notes: I/M = Intermittent; n/a = not applicable; p.d = per day
1. Plant was built between 1968 and 1978 and refurbished in 1998
2. Four units were commissioned between 1984 and 1988F
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The majority of cash flows generated by TSIF’s assets are underpinned by long term PPA style contracts with 
government owned entities and other counterparties. We note 92% of FY11 revenues are estimated to be 
contracted. The average contract life of TSIF’s assets weighted by EBITDA is greater than 12 years.

Figure 10: Geographic location of TSIF assets Figure 11: Remaining operating life and contracted period 

of TSIF assets

Source:  TSIF     Source:  TSIF

TSIF earnings are diversified across several key assets. The majority of FY10 earnings were generated under 
long term contracts from relatively less carbon intensive gas fired plants, however, a significant proportion of 
earnings were also derived from the Collinsville coal fired power station. The Collinsville PPA expires in 2016 
and TSIF is currently evaluating options to maximise the returns from this asset beyond the PPA period.

Figure 12: FY10 EBITDA by asset    Figure 13: FY10 EBITDA by fuel type

Source: TSIF      Source: TSIF
Notes:
1. EBITDA generated by non-controlled assets refer to TSIF’s attributable portion of profits from the underlying assets

The sections below provide a summary of TSIF’s operating assets segmented between wholly-owned assets 
(Townsville, Kemerton, Collinsville and the three wind farms, referred to collectively as Controlled Assets), and 
non-controlled assets (BP Kwinana, Loy Yang A and the two water filtration assets, referred to collectively as 
Non-Controlled Assets). 
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4.3.2 Controlled Assets

Power stations

Townsville power station (100%)
Townsville power station (Townsville) is a 234 MW CCGT facility operated as a base load power station 
providing input to the Queensland region of the NEM. It was commissioned in 1998 as a 160 MW OCGT plant. 
In 2005 it was converted to a combined cycle plant with increased capacity and now has a remaining life 
estimated at 35 years. The gas turbine is fired on coal seam gas (CSG) fuel, which is delivered from the 
Moranbah gas field via the North Queensland Gas Pipeline.

The plant supplies electricity to AGL Energy (AGL) and Arrow Energy (Arrow) under a 20 year PPA contract, 
expiring in 2025. The PPA is a tolling contract under which AGL and Arrow supply CSG at their own expense 
and are granted the exclusive right to the energy generated from the capacity of the power station. Townsville 
receives a capacity payment consisting of fixed payments for available capacity (regardless of the energy 
generated), fixed operating and management (O&M) costs and connection and access agreement charges. 
Townsville also receives a variable payment for variable O&M, start up and heat rate adjustment. 

TSIF expects that, should a price for carbon be introduced in Australia, the cost will be passed through to AGL 
and Arrow during the term of the PPA.

A one-off step-down in PPA capacity payments occurred in February 2010 impacting FY10 EBITDA by 
$4 million. The full year impact of the capacity payment step-down will be reflected in FY11. In the half year 
ended 31 December 2010 (1H11) Townsville was unsuccessful in renewing a separate weekend operations PPA 
agreement.

We understand that in the future Townsville has an opportunity for capacity expansion by adding two additional 
open cycle gas turbines (OCGT) which could significantly increase the load capacity of the power station. 
Viability of this opportunity would be subject to spot prices, greater certainty about carbon policy and 
availability of gas to enter gas supply arrangements. 

Townsville has no project specific finance facilities.

Kemerton power station (100%)
Kemerton power station (Kemerton) is a 300 MW OCGT facility operating as a peak loading power station 
providing input into the SWIS in WA during times of peak power demand. It commenced operations in 2005 
with an initial design capacity of 260 MW. An upgrade to the power station was completed in June 2008 
involving retrofitting both existing power generators with a wet compression system, reducing compressor 
power demand with a consequent increase in turbine output capacity of 40 MW. The plant has two dual fuel gas 
turbine generators, capable of operating on either natural gas as a main fuel or liquid fuel (diesel) as a backup in 
the event of gas supply shortages, and has a remaining life of 35 years. Natural gas fuel supplies are sourced
from the Dampier to Bunbury natural gas pipeline. Environmental conditions limit the maximum plant operating 
hours to approximately 2,000 hours per annum, with a corresponding total annual generation output of 480 
GWh.

The power output is fully contracted to Verve Energy under a 25 year PPA contract, expiring in 2030. The 
agreement provides Kemerton with compensation for costs incurred plus a return for capacity utilised. The return 
on capacity utilised is subject to a floor to ensure a minimum return given that Verve Energy determines when 
the plant will be operated based on their peak demand requirements.  Specifically, Kemerton receives a capacity 
charge consisting of a fixed capacity payment based on a nominal capacity standard, and an excess capacity 
payment for electricity delivered to Verve Energy for the additional 40MW resulting from the wet compression 
upgrade. Capacity payments escalate at less than CPI over the term of the PPA. Kemerton also receives variable 
operating payments to recover O&M costs based on the number of operating hours, liquid fuel costs for diesel 
powered generation, and a start up payment based on the number and nature of starts ups. Capacity payments are 
received upon satisfying minimum plant capacity requirements. Verve Energy supplies gas at its expense and 
liquid fuel is sourced under a three year rolling fuel supply agreement from Caltex Australia.

TSIF expects that, should a price for carbon be introduced in Australia, the cost will be passed through to Verve 
Energy during the term of the PPA.
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Given the power station is relatively new, TSIF considers it likely that Verve Energy will extend the term of the 
PPA at the end of the contracted period.

TSIF is considering an opportunity to construct an additional steam turbine co-located with the existing plant for 
supply of electricity into the SWIS. The potential development would be subject to Verve Energy agreeing to 
take additional capacity from Kemerton.  

Kemerton has no project specific finance facilities.

Collinsville power station (100%)
Collinsville power station (Collinsville) is a 180 MW coal fired facility operating as an intermediate load power 
plant providing input to the Queensland region of the NEM. The plant was progressively built between 1968 and 
1978 with four 30 MW and one 60 MW generator units. In 1987 the power station was decommissioned for a 
period of approximately 9 years. The plant underwent extensive refurbishment between 1996 and 1998 at a cost 
of $154 million, underpinned by, and to meet the performance requirements, of the current PPA. The 
refurbishment was undertaken to improve the reliability of the plant, extend its operating life and to bring it up to 
modern standards. The plant now has a remaining technical operating life of approximately 20 years. The 
Collinsville coal supply is sourced from the local Collinsville mine.

Collinsville has a take or pay PPA contract with a Queensland state government owned corporation, CS Energy, 
which expires in 2016. Collinsville is required to maintain a certain level of asset performance, exposing it to 
operational performance risk, and the level of return generated depends on the cost at which the required 
operational performance can be met. Specifically, Collinsville receives a capacity charge consisting of fixed and 
variable components based on a benchmark capacity, O&M costs and fuel costs. The capacity charge is reduced 
to the extent the available capacity is less than a guaranteed level. Collinsville also receives an energy charge for 
the energy actually generated by the plant at an agreed price per kWh. CS Energy is contracted to pay for a 
minimum of 453 GWh per annum. Collinsville has a coal supply agreement with Xstrata (who owns the 
Collinsville mine) with a duration matching the PPA contract.

A continuous operations regime for the power plant commenced in October 2008 and expired in April 2010. A 
side agreement to the PPA governed the terms for the period of continuous operation whereby CS Energy agreed 
to pay a fixed charge for continuous operation and a variable charge for generation outside the operating regime 
in the PPA.

Collinsville has a relatively high level of carbon intensity and may be adversely impacted by the introduction of 
a price on carbon subsequent to the expiry of the PPA (however, counter balancing this argument is the expected 
supply-demand imbalance which is expected to occur in Queensland from 2014 onwards). 

Revenue from Collinsville reduced in 1H11 against the comparable prior period as a consequence of the expiry 
of the continuous operations agreement. TSIF expects a step down in PPA payments in FY2013 and FY2014 as 
it approaches the contract expiry date.

Whilst CS Energy has a first right to negotiate an extension of the PPA, it is uncertain whether this will occur 
and on what terms. Revenue generated under the terms of a new PPA, or from market based sales, may be less 
than generated under the terms of the current PPA. This, together with the expiry of certain operational licences 
and the potential for significant additional costs should a price for carbon be introduced in Australia, means that 
there is significant uncertainty regarding the economic viability of Collinsville subsequent to the expiry of the 
PPA with CS Energy in 2016.

Collinsville has a number of characteristics that may facilitate extension of its economic life including its 
location, permissions, existing grid connection and supporting infrastructure, proximity to gas pipelines and 
water access.  TSIF is in the process of evaluating options to maximise the returns from the plant beyond the 
PPA period which include continued use of coal as a fuel source and alternatively powering the plant with CSG. 
TSIF have received confirmation that Collinsville can be converted to burn gas instead of coal for a relatively 
modest cost. However this technology has lower thermal efficiency than other gas-fired technology and the 
ultimate feasibility of this option will depend on the price at which Collinsville is able to source CSG. 

Whilst decommissioning costs for the plant are not reflected in TSIF’s financial statements, TSIF estimates that a 
decommissioning of plant and rehabilitation of the site may cost in the region of $20 million though other 
alternatives exist.

Collinsville has no project specific finance facilities.
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Wind farms
TSIF has a portfolio of three wind farms located in South Australia, Victoria and Queensland. Total generation 
capacity is 67.5 MW and in FY10 generation sent out totalled 178 GWh, with capacity utilisation ranging from 
25.7% to 32.8%. The diverse location of the wind farms assists in stabilising revenue during a year.

The wind farms were acquired in December 2007 from the Queensland government. Unlike many other wind 
farm projects which were developed using project finance debt, with long term contracts for the sale of all plant 
output, the contracts that were in place at the time of this transaction were of relatively short term.

Two wind farms have contracts expiring on or before 2015 and the remaining wind farm (Starfish Hill, the 
largest of the three) operates as a merchant generator. Uncontracted wind farms revenues are highly dependent
on the REC spot market, with the current price for RECs relatively low due to the recent oversupply in the 
market. 

Starfish Hill wind farm (100%)
Starfish Hill wind farm (Starfish Hill) is located near Cape Jervis in South Australia and has 23 turbines 
providing 35 MW of generation capacity. It was commissioned in 2003 and has a remaining life of 18 years. 

Starfish Hill currently operates as a merchant generator providing electricity to the equivalent of approximately 
18,000 households in South Australia. Given the low black and green prices recently observed in the market, 
Starfish Hill’s economic performance has been relatively poor. TSIF management has been reluctant to contract
the output of this wind farm due to low contract prices available and has preferred to be exposed to spot market 
price volatility until output can be recontracted at a higher bundled price in the future.

Starfish Hill has no project specific finance facilities.

Toora wind farm (100%)
Toora wind farm (Toora) is located in the South Gippsland region of Victoria and has 12 turbines providing 21 
MW of generation capacity. It was commissioned in 2002 and has a remaining life of 17 years. 

Toora has an off-take agreement for output with Energy Australia, expiring in 2012. Toora receives a fixed 
bundled rate per MWh for electricity and associated RECs.

Toora has no project specific finance facilities.

Windy Hill wind farm (100%)
Windy Hill wind farm (Windy Hill) is located near Ravenshoe in far north Queensland and has 20 turbines 
providing 12 MW of generation capacity. It was commissioned in 2000 and has a remaining life of 15 years. 

Windy Hill has an off-take agreement for output with Ergon Energy Queensland Pty Limited (a government 
owned corporation), expiring in 2015. Windy Hill receives a fixed bundled rate per MWh for electricity and 
associated RECs. Contract rates are indexed based on 75% of CPI.

Windy Hill has no project specific finance facilities.
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4.3.3 Non-Controlled Assets

Power stations

Loy Yang A power station (14.03%)
Loy Yang A power station (Loy Yang A) is a 4 unit 2,200 MW brown coal-fired steam turbine facility operating 
as a base load power plant providing input to the Victorian region of the NEM. It was commissioned between 
1984 and 1988 and has a remaining technical operating life of approximately 37 years. Loy Yang A is among the 
lowest short run marginal cost coal-fired power generators in Australia and Victoria’s largest power station, 
producing approximately 30% of Victoria’s electricity requirements. It has the lowest carbon intensity of the 
major brown coal fired generators in Victoria. Brown coal used by Loy Yang A is supplied from the open-cut 
brown coal mine adjacent to the power plant. The mine has reserves sufficient for at least 50 years and also 
supplies the Loy Yang B power station, resulting in the mine servicing approximately 50% of Victoria’s 
electricity needs.

In March 2010, Loy Yang A signed 22 year base load electricity hedge agreements with Alcoa’s Point Henry 
and Portland aluminium smelters until 2036, reducing exposure to electricity spot prices (Alcoa Hedge 
Agreement). The contracts will come into effect in 2014 (for Point Henry) and in total represent approximately 
40% (820 MW) of Loy Yang A’s generation output by 2016 with the option to expand to greater than 50% of 
annual output.

The Alcoa Hedge Agreement hedges the energy component of Loy Yang A’s power production and 
arrangements associated with the potential introduction of carbon trading. The arrangements can be reviewed by 
either party if there is a material adverse change to the currently contemplated CPRS before December 2013. 

The Alcoa Hedge Agreement significantly de-risks Loy Yang A’s future economic performance since it removes
uncertainty associated with fluctuation of the electricity spot market for 40% and potentially over half of Loy 
Yang A’s generation capacity

Due to the commercial sensitivity of the Alcoa Hedge Agreement for the parties involved, this report includes
only limited disclosure.  

Loy Yang A was privatised by the Victorian Government in the mid-1990s together with the other three large 
Victorian brown coal generators Loy Yang B, Hazelwood and Yallourn. At the time of these transactions,
climate change policies and a potential price on carbon were not considered or debated in Australia. The price 
paid in the privatisations arguably did not factor in any risk associated with a policy which has the potential to be 
very costly to these high CO2 emitters. These privatisations all occurred at high prices with high gearing attached 
to the assets. A high level of debt is still reflected in Loy Yang A’s current financial position with $2.7 billion of 
debt.  

In September 2010, Loy Yang A succeeded in refinancing a $455 million senior debt tranche (Bullet A Facility) 
and a $35 million working capital facility for 5 year terms (expiring in November 2015). Pursuant to cash 
sharing provisions in place in the Bullet A Facility, Loy Yang A must use its surplus cash to pay down its debt 
for at least the next three years. As a consequence, neither interest on shareholder loans nor dividends are 
expected to be paid to Loy Yang A shareholders in the medium term.

Loy Yang A’s credit profile is expected to improve to the extent it can successfully amortise debt under the debt 
reduction program and as it approaches the start of the electricity hedge agreements with Alcoa in 2014. Even 
though Loy Yang A enters into short term hedge arrangements, it remains subject to adverse movements in short 
and medium term electricity spot and contract prices. 

Loy Yang A is owned by the Great Energy Alliance Corporation Pty Ltd (GEAC). TSIF holds a 14.03% equity 
interest in GEAC. Other shareholders in GEAC are AGL (32.5%), Tokyo Electric Power Company (32.5%), 
MTAA (12.8%), Westscheme (5.7%) and Statewide Super (2.5%). TSIF and other shareholders also provided 
equity capital by way of shareholder loan notes. Interest on loan notes is accrued 6 monthly on the outstanding
balance. As at 31 December 2010, the principal and unpaid interest owing to TSIF totalled approximately $47.1 
million. TSIF recognises interest income accrued on its shareholder loan notes in the income statement. For the 
purpose of this report, we use the terms Loy Yang A and GEAC interchangeably. F
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Under the shareholders agreement TSIF is allowed to appoint one director to the board of GEAC with respect to 
their ownership interests of 14.03%. The agreement includes exit provisions regulating how either party may sell 
their interests. Under the exit provisions when directly selling shares in GEAC to third parties, approval has to be 
obtained from all existing shareholders and pre-emptive rights exist.  

BP Kwinana cogeneration plant (30%)
BP Kwinana cogeneration plant (BP Kwinana) is a 118 MW CCGT facility operating as a base loading power 
station providing part of its electrical output to the SWIS in WA under a PPA with Verve Energy, and
cogenerated process steam and the other portion of its electrical output to the BP refinery adjacent to the plant
under an Energy and Services Agreement (ESA) with BP. BP Kwinana consists of two gas turbines and one heat 
recovery steam generator producing electricity and up to 2,800 tonnes of process steam per day. BP Kwinana 
commenced operation in 1996 and has a remaining technical life of up to 25 years21

Under these contracts a minimum amount of energy must be purchased by each of BP and Verve Energy. BP 
Kwinana is fuelled by two separate gas supply agreements; one in respect of the gas required for the generation 
of electricity for sale to BP and one in respect of the gas required for the generation of the electrical supply to 
Verve Energy. 

. The plant operates on 
natural gas with refinery gas as a supplemental fuel source. 

The ESA and PPA are not aligned with the fuel supply agreements and so BP Kwinana bears some fuel risk if it 
is not able to pass through any increases in fuel costs.

BP Kwinana has a syndicated project term loan facility which is expected to be repaid in full by the maturity 
date of July 2011.

TSIF holds a 30% partnership interest in BP Kwinana. The 70% majority ownership is held by a joint venture 
between International Power plc and Mitsui & Co Ltd. TSIF’s share of partnership profit before tax is recognised 
in TSIF’s income statement. TSIF receives its 30% share of cash distributions paid out of BP Kwinana’s 
available cash.

Water filtration plants
TSIF has interests in two water filtration plants. Each have long term contracts in place with government owned 
counterparties and tolling arrangements on the basis of available capacity, providing reliable long term cash 
flows exposed to operational performance risk, where the level of return generated depends on the cost at which 
the required operational performance standards can be met.

Macarthur water filtration plant (50%)
Macarthur water filtration plant (Macarthur) is located near Appin, NSW and commenced operations in 
September 1995. It has two pumping stations with a total capacity of 265 ML per day and is supplied with raw 
water at Broughton's Pass Weir from the Nepean, Avon, Cordeaux and Cataract dams. MacArthur supplies water 
to more than 20,000 Sydney Water customers in the Camden, Campbelltown and Wollondilly areas. 

Macarthur has a water filtration agreement with Sydney Water for 37 years, expiring in 2030 following 
renegotiation in October 2010. Under this agreement Macarthur receives payments for the availability of water 
for delivery to Sydney Water and after contract expiry Sydney Water retains the option to buy the plant for a 
nominal sum. As a result of this contract extension, in HY2011 TSIF booked $15 million up-front income 
relating to the contract extension (Macarthur Settlement). 

TSIF owns a 50% interest in Macarthur and recognises its share of net profit after tax in its income statement.

Yan Yean water filtration plant (50%)
Yan Yean water filtration plant (Yan Yean) is located at the Yan Yean reservoir in Victoria and was 
commissioned in 1993. It is a single stage direct filtration plant with a capacity of 155 ML per day and is
supplied water from the Yan Yean reservoir.  Yan Yean supplies filtered water to Melbourne during peak 
periods (October to April).

21 Based on discussions with TSIF and latest informal engineering assessment.
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Yan Yean has a water filtration agreement with Melbourne Water for 25 years, which expires in 2020. Under 
this agreement Yan Yean receives payments for the availability of water for delivery to Melbourne Water and 
after contract expiry Yan Yean will be either returned to Melbourne Water or demolished.

TSIF owns a 50% interest in Yan Yean and recognises its share of net profit after tax in its income statement.

Yan Yean has no project specific finance facilities.

4.4 Capital structure and shareholders
TSE is a cornerstone investor in TSIF with the balance of securities held predominantly by retail investors.  The 
following table sets out the top 10 shareholders of TSIF as at 8 April 2011. 

Table 10: Top 10 TSIF shareholders as at 8 April 2011 

Number of securities 
(million)

Percentage of total issued 
securities 

Transfield Services Ltd 192.4 43.8% 
Private Stakeholders (Australia) 22.5 5.1%
Transfield Holdings 13.6 3.1%
Investors Mutual 6.0 1.4%
Tribeca Investment Partners 5.9 1.3%
Australian National University 5.7 1.3%
Mr Vijay V Sethu 5.4 1.2%
Manikay Partners 5.0 1.1%
Dimensional Fund Advisors 4.6 1.0%
Accident Compensation Corp 4.5 1.0%
Subtotal 265.5 60.5%

Other shareholders 173.3 39.5%
Total 438.8 100.0% 

Source:  TSIF

During FY10 TSIF undertook a capital structure review which involved refinancing its corporate level debt, 
raising $110 million of equity (at $0.70 per security) and divesting its interest in the Mt Millar wind farm (the 
Capital Structure Review). Pursuant to the Capital Structure Review, TSE decreased its interest in TSIF from 
47.5% to 44.5%. We also note that TSIF operates a dividend reinvestment plan which has resulted in further 
dilution in TSE’s interest in TSIF to 43.8%. 

4.5 Tax position
Security holders in TSIF have to date received distributions solely from TSIT. TSIT has determined that it is not 
a public trading trust or a corporate unit trust and consequently has not treated itself as subject to income tax. 
TSIT has disclosed that the distributions consist of interest income and tax deferred amounts. TSIT has also 
disclosed that, for security holders that are Australian residents, the interest income component of TSIT 
distributions should, generally, constitute assessable income and that for Australian resident security holders that 
hold TSIT units on capital account, the tax deferred amounts are generally not assessable, but rather reduce the 
cost base of the Trust units for capital gains tax purposes.  In the event that the tax deferred amounts exceed the 
CGT cost base, taxable capital gains may arise. 

TSIL has disclosed accumulated tax losses carried forward, as at 31 December 2010, of approximately 
$32 million. In broad terms, the tax losses have arisen from the excess of interest expense and tax depreciation, 
that have been claimed as tax deductions, over operating earnings.  A portion of the interest expense arises from 
the intercompany loan from TSIT to TSIL.  TSIL has not, to date, paid any distributions to shareholders.F
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4.6 Financial overview

4.6.1 Financial performance
The audited consolidated financial performance of TSIF for the financial years ended 30 June 2008 (FY08), 30 
June 2009 (FY09), 30 June 2010 (FY10) and half year ended 31 December 2010 (HY11) is summarised in the 
following table.

Table 11: Financial performance summary - TSIF 
Actual Actual Actual Actual
FY08 FY09 FY10 HY11

($million) ($million) ($million) ($million)

Revenue        166.3        172.6        156.8          63.5 
Revenue growth (%) n/m 3.8% -9.1% n/m

Operating costs (92.4) (68.0) (56.3) (26.7)
EBITDA          73.9        104.5        100.6          36.8 
EBITDA margin (%) 44.4% 60.6% 64.1% 58.0%

Depreciation and amortisation (35.7) (46.8) (50.0) (24.6)

EBIT          38.2          57.7          50.5          12.1 
EBIT margin (%) 23.0% 33.5% 32.2% 19.1%

Interest received on Loy Yang A loan notes            4.9            4.1            4.1            2.2 
Share of net profits after tax of associates            7.4            6.6            6.2            5.5 

EBIT after returns from associates          50.5          68.4          60.8          19.9 

Net interest expense (27.7) (48.3) (49.5) (19.0)
Significant and non-recurring items

Impairment - (79.9) -
Loss on disposal of wind farm  -   -  (28.5)  -  
Capital structure review - - (7.5) -
Swap break cost - - (19.3) -
Write off deferred finance cost - - (5.9) -
Macarthur payment - - -          14.7 
Other income            5.1 -            3.7            0.4 

Profit before tax          27.8 (59.7) (46.2)          16.0 
Tax benefit/(expense) (5.8)          21.7          13.2            2.1 
Profit after tax          22.0 (38.0) (33.0)          18.1 

Distribution (cents per security)          17.7          12.0          10.0            4.1 

Source: TSIF

TSIF’s financial performance is driven primarily by the operating performance of the wholly owned coal and gas 
fired power stations (Kemerton, Townsville and Collinsville).

Key factors affecting TSIF’s recent EBITDA performance include: 

FY10 EBITDA

$4 million EBITDA decrease from the scheduled reduction in the Townsville capacity payment 
commencing February 2010F
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23% increase in EBITDA generated by wind farms due to improvements in reliability and consequent 
increases in availability factors. 

HY11 EBITDA

exposure of Starfish Hill wind farm to low merchant market electricity and REC prices, with bundled prices 
averaging $48 per MWh ($31 per MWh for RECs and $17 per MWh for electricity)

expiry of both the continuous operations contract at Collinsville, expected to have a full year impact of $4.3 
million, and a weekend operations contract at Townsville

$4.5 million of the anticipated $6 million full year impact of the scheduled reduction in capacity payment at 
Townsville reflected in the HY11 financial performance. 

On 15 February 2011, TSIF confirmed guidance of full FY11 EBITDA of $104.0 million. This forecast includes
the $15 million income from the Macarthur Settlement.

In FY10 TSIF undertook a capital structure review aimed at reducing TSIF’s financial gearing. The outcome of 
the capital structure review process included the sale of the Mt Millar Wind Farm referred to above, an equity 
capital raising of $110 million and a refinancing of TSIF’s corporate debt. Corporate debt was reduced by $238 
million to $481 million at June 2010 from $719 million at December 2009.

In FY10 financing costs increased to $75.8 million from $49.4 million in FY09, predominantly due to the capital 
structure review which resulted in a $5.9 million write off on deferred finance costs on the old facility and swap 
break costs totalling $19.3 million. HY11 finance costs reflect the terms of the new corporate debt facility.

Interest received from Loy Yang A in FY10 relates to the $45 million of loan notes and accrued interest
outstanding. 

We also note that TSIF had the following significant and non-recurring items affecting recent performance at 
profit before tax level: 

in FY09 TSIF recorded an impairment charge of $79.9 million in relation to Collinsville, writing down both 
intangible assets ($40.0 million) and property, plant and equipment ($40 million)

Mt Millar Wind Farm was sold on 31 May 2010 for $191 million resulting in a loss on disposal of 
$28.5 million

other income in FY08 to FY10, relating to gains on sale of plant and equipment recovery stamp duty 
payments. In HY11 TSIF received $15 million for the Macarthur Settlement.
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4.6.2 Financial position
The audited consolidated financial position of TSIF as at 30 June 2008, 30 June 2009, 30 June 2010 and 
unaudited financial position for 31 December 2010 are set out in the table below.

Table 12: Financial position  
30-Jun-08 30-Jun-09 30-Jun-10 31-Dec-10
audited audited audited reviewed

($million) ($million) ($million) ($million)

Cash and cash equivalents 19.0  19.5  18.2  18.4 
Trade and other receivables 33.5 18.9 10.2 10.7
Income tax receivable - 1.0 - -
Prepayments and other current assets 12.8  4.7 4.2 6.1 
Inventories 10.2 13.0 14.0 14.9
Derivative financial instruments 8.5                -                  -   - 

Total current assets 83.9 57.1 46.7 
     

50.1   

Receivables 37.1  45.3  44.0  47.9 
Other non-current assets 6.7 5.9 9.3 8.3
Equity accounted investments 77.7 79.8 84.8 90.5
Available for sale investments 136.3  136.3  136.3  136.3 
Property plant and equipment 884.3 851.9 603.2 588.4
Intangible assets 199.9  155.9  109.4  107.0 
Derivative financial instruments 29.8 - - -

Total non-current assets 1,371.7  1,275.0  987.0  978.4

Total assets 1,455.6  1,332.1  1,033.7  
     

1,028.5   

Trade and other payables 30.4 40.7 7.5 11.0
Borrowings 63.1  48.7  26.7  28.0 

Current tax liabilities 7.4 
     

-                  -   -
Derivative financial instruments 15.0  5.0 3.8 

Total current liabilities 100.9 104.3 39.1 
     

42.8   

Borrowings and payables 708.4 722.5 481.9 471.1
Deferred tax liabilities 135.5 100.3 56.8 61.9
Provisions 3.0 3.1 3.1 3.1 
Derivative financial instruments                -   20.9  33.2  11.1 

Total non-current liabilities 846.9 846.8 574.9 
     

547.2

Total liabilities 947.7 951.2 613.9 
     

590.0

Net assets 507.9 380.9 419.8 
     

438.5

Source: TSIF 
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We note the following in relation to the above balance sheets: 

Inventories relate to raw materials, spare parts, stores and RECs received from power generation by wind 
farms. REC’s are being held in expectation of a recovery in market prices

Equity accounted investments as at 30 June 2010 consist of the following:

o Yan Yean (50%) $0.7 million

o Macarthur (50%) $53.3 million

o BP Kwinana (30%) $30.8 million

Available for sale investment represents the shares in GEAC, which owns Loy Yang A. As TSIF is a 
minority shareholder in Loy Yang A, it is carried as an available for sale investment security at fair value 
on TSIF’s balance sheet. This fair value is determined based on price of securities in the last transaction

Non-current receivables primarily consist of loan notes which represent part of TSIF’s investment in Loy 
Yang A. The loan notes attract an interest rate of 10% with interest being paid on a semi-annual basis

Property, plant and equipment decreased by 29% to $603.2 million as at 30 June 2010 from $851.9 million 
as at 30 June 2009 primarily due to the sale of Mt Millar Wind Farm on 31 May 2010 for $191 million 
resulting in an accounting loss of $28.5 million reducing property, plant and equipment balance by $209.1 
million

Intangible assets as at 30 June 2010 consist of the following:

o PPAs: $57.8 million

o Coal supply agreement: $0.4 million

o Software: $0.2 million

o Goodwill $51.0 million

Current and non-current derivative financial instruments relate to interest swap contracts which have been 
used to hedge 93% of the loan principal outstanding, fixing interest payments using a fixed for floating 
agreement

Short term borrowings of $26.3 million relate to a loan from Macarthur Water Pty Limited provided in lieu 
of distribution payments. The loan is interest free and has no maturity date and will be reduced by future 
distribution payments as received

Long term borrowings relate to the corporate debt facility described in Section 4.6.3 below. 

4.6.3 Debt profile
During FY10 TSIF refinanced and extended its syndicated debt facility to mature in June 2015.

As at 31 December 2010 there is $20.4 million undrawn on the facility and the debt balance is $471 million. The 
facility limit amortises by $75 million to June 2015 when the remaining $425 million of the facility must be fully 
repaid. 
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The key terms and features of the debt facility are detailed in the table below.

Table 13: Debt facility – Key terms and features

Terms and features Explanation of terms

Facility Limit $500 million
Amortisation Set amortisation profile of facility limit, amortising to $425 million by June 2015. Early 

repayment and redraw is permitted
Maturity June 2015
Hedging requirements Minimum 75% for first 10 years, then 65%
Security Fixed and floating charge over all assets and first mortgage on shares of wholly owned 

subsidiaries
Review change of control Single party gaining more than 50% of TSIF 

Change to the MSA / underlying contracts
TSIF ceases to be listed on the ASX

Review material changes 
in revenue

If there is a partial buy down of PPA all proceeds must be applied to outstanding principal. If 
minority interest investments are disposed of, 50% of the proceeds must be applied to 
outstanding principal.

Source: TSIF

4.7 Share price performance
TSIF’s securities are listed on the ASX and trade under the ticker TSI.  The figure below shows the daily share 
market price and volume for trading in TSIF securities from the date of its listing in June 2007 to 30 March 2011 
(the date before the Announcement Date) together with the S&P ASX 200 Index (ASX 200).

Figure 14: TSIF’s historical share price performance 

Source: Thomson Reuters, Deloitte Corporate Finance analysis
Note:  
1. ASX 200 (rebased) is rebased at $2.12, which is the closing share price of TSIF on the first day of listing
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The TSIF security price has declined approximately 71% (to 30 March 2011) since its listing in June 2007,
underperforming the ASX 200 which has decreased by only 23% over the same period. The TSIF security price 
performance has been affected severely as a consequence of the global financial crisis, which whilst generally 
impacting the world equity markets has had more adverse consequences on highly geared investment vehicles
with short term debt maturities such as TSIF (prior to the Capital Structure Review).  Furthermore, uncertainty 
regarding Australian carbon policy and its consequent impact on the economic viability of various forms of 
power generation assets has led to a further downward pressure on the security price of TSIF.

Several market analysts and commentators have observed that the security price of TSIF may currently not 
incorporate any value attributed to TSIF’s investment in Loy Yang A. Whilst this comment is purely speculative, 
it would appear that the security price was not specifically impacted by the announcement of the Alcoa Hedge 
Agreement in March 2010 and of the successful refinancing of Loy Yang A in September 2010 which could be 
regarded as positive news items in respect of the underlying value of this investment.

During FY2010 TSIF raised $110 million of equity at $0.70. This was part of the capital structure review and 
allowed TSIF to reduce its gearing. Even though TSIF’s share price has continued to decline since the capital 
raising, it has been claimed by several market analysts to have a more appropriate capital structure following the 
capital structure review.  
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5 Valuation methodology  
5.1 Valuation methodologies
To estimate the fair market value of the securities of TSIF we have considered common market practice and the 
valuation methodologies recommended by ASIC Regulatory Guide 111, which deals with the content of 
independent expert’s reports.  

5.1.1 Market based methods
Market based methods estimate a company’s fair market value by considering the market price of transactions in 
its securities or the market value of comparable companies.  Market based methods include:

capitalisation of maintainable earnings

analysis of a company’s recent security trading history

industry specific methods.

The capitalisation of maintainable earnings (CME) method estimates fair market value based on the company’s 
future maintainable earnings and an appropriate earnings multiple.  An appropriate earnings multiple is derived 
from market transactions involving comparable companies.  The CME method is appropriate where the 
company’s earnings are relatively stable.

The most recent security trading history provides evidence of the fair market value of the securities in a company 
where they are publicly traded in an informed and liquid market.

Industry specific methods estimate market value using rules of thumb for a particular industry.  Generally rules 
of thumb provide less persuasive evidence of the market value of a company than other valuation methods 
because they may not account for company specific factors. For power generation assets, multiples of generation 
capacity expressed in terms of MW are widely used as a benchmark reference for market values.

5.1.2 Discounted cash flow methods
Discounted cash flow (DCF) methods estimate market value by discounting a company’s future cash flows to a 
net present value.  These methods are appropriate where a projection of future cash flows can be made with a 
reasonable degree of confidence.  Discounted cash flow methods are commonly used to value early stage 
companies or projects with a finite life.

5.1.3 Asset based methods
Asset based methods estimate the market value of a company’s securities based on the realisable value of its 
identifiable net assets.  Asset based methods include:

orderly realisation of assets method

liquidation of assets method

net assets on a going concern basis.

The orderly realisation of assets method estimates fair market value by determining the amount that would be 
distributed to security holders, after payment of all liabilities including realisation costs and taxation charges that 
arise, assuming the company is wound up in an orderly manner. 

The liquidation method is similar to the orderly realisation of assets method except the liquidation method 
assumes the assets are sold in a shorter time frame.  Since wind up or liquidation of the company may not be 
contemplated, these methods in their strictest form may not necessarily be appropriate.  The net assets on a going 
concern basis method estimates the market values of the net assets of a company but does not take account of 
realisation costs. F
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These asset based methods ignore the possibility that the company’s value could exceed the realisable value of 
its assets as they ignore the value of intangible assets such as customer lists, management, supply arrangements 
and goodwill.  Asset based methods are appropriate when companies are not profitable, a significant proportion 
of a company’s assets are liquid, or for asset holding companies. 

5.2 Selection of valuation methodology
We are of the view that the most appropriate methodology to value TSIF is the DCF method. Below we set out 
the key considerations which support this view: 

TSIF has provided long term cash flow projections for the Assets and for the corporate operations.
The preparation of these projections has involved significant management effort and the projections have 
been subjected to internal and external reviews. Furthermore, the underlying models have been provided to 
the syndicate of lenders which arranged TSIF’s recent refinancing. The structure of the models and the 
majority of the underlying assumptions have been scrutinised by the lenders and certain key assumptions are 
supported by studies commissioned from external consultants. Accordingly, these models are considered to 
be a reliable basis for estimating future cash flows for the purpose of our valuation

The use of alternative valuation methods such as earnings multiples or multiples of capacity can be 
misleading. Given the finite life of assets such as power generation assets, the use of capitalisation of 
earnings methods or multiples of MW can be extremely misleading depending on the level of maturity of 
the asset. For example, whilst two power plants may currently be generating similar levels of earnings 
and/or generation capacity, they may have significantly different residual useful lives (multiples of 
generation capacity are typically used to benchmark the value of power generation development projects 
with similar lifespan at an early stage of development). The implied earnings and/or generation capacity 
multiples observed in a transaction of a gas-fired power plant with 15 years of residual life may not be a 
reliable benchmark to value a similar asset with 25 years of residual life. The DCF method allows us to 
specifically model the future earnings capacity of an asset in line with its residual life

There have been relatively limited transactions in Australia involving power generation assets 
(especially base load plants) since the announcement of the first proposed CPRS scheme in 2007. The 
escalation in the political debate over the introduction of a carbon policy which may significantly penalise 
high emitters of CO2 coupled with the global financial crisis have destabilised valuations in the sector which 
have historically been considered a low risk investment. The number of transactions has reduced (with no 
transactions in base load plants observed since March 2007) and there have been a number of transactions 
involving distressed companies which may be a weak benchmark to assess the fair market value of TSIF  

The application of a specific discount rate to a set of projected cash flows can make allowance for the 
impact of the specific risk profile of the underlying projections. Earnings and/or generation capacity 
observed in power generation assets can be subject to substantially different levels of risk. The length and 
terms of contractual arrangements can differ substantially between power generation assets that are similar 
in nature. For instance, a merchant power station is typically considered riskier than an identical power 
station with 20 year PPA and fuel supply agreements due to the different level of predictability of its future 
earnings. Accordingly, using the capitalisation of earnings or multiple of generation capacity to derive the 
fair market value of an asset may be misleading unless the benchmark used to build the multiple is 
comprised of assets with similar contractual arrangements. Underlying contractual arrangements for 
comparable assets are only disclosed on high level terms and can therefore be difficult to compare. Whilst 
the use of the DCF method requires a high degree of judgement in selecting the discount rate that reflects 
the underlying risk of the asset, we are of the view that it allows us to more specifically assess the relevant 
features of the asset and isolate the impact of any specific risk

Asset based methods can be considered a relevant guidance of value of a power generation asset (as 
well as water filtration assets) only under a liquidation scenario. TSIF’s portfolio of assets is expected to 
generate positive operating cash flows in the foreseeable future. Accordingly, we are of the view that a 
valuation method based on historical costs, such as asset based methods, should be given less relevance. 

We have cross checked the reasonableness of our DCF analysis with multiples implied by the capitalisation of 
earnings and capacity. 

Any remaining assets and liabilities of TSIF (primarily working capital) have been separately valued.  F
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6 Valuation of TSIF  
6.1 Valuation approach

6.1.1 Background
Whilst the Assets operate as discrete businesses, serving defined market segments, customer bases and are 
managed as stand-alone business units, given the financial structure of TSIF and the nature of the underlying 
assets we consider it more appropriate for the Controlled Assets to be valued as a portfolio of assets as opposed 
to as a sum of individual parts. 

Furthermore, given TSIF completed the Capital Structure Review less than 12 months ago, the current capital 
structure is likely to reflect an appropriate market capital structure for either a hypothetical willing buyer or a
hypothetical willing seller. As a result, we are of the view that the fair market value of the equity of TSIF should 
be estimated as a portfolio of aggregated assets and with the current capital structure in place. In particular, we 
note that:

the Assets are funded as a sole portfolio of investments. With the exception of the Non-Controlled 
Assets, the rest of the Assets are debt free. TSIF funds the operations of the underlying portfolio of 
Controlled Assets with a $500 million corporate debt facility maturing in 2015. This facility is secured 
against TSIF’s entire portfolio of assets (including equity in the Non-Controlled Assets) and includes lock-
up provisions which apply to the performance of the entire portfolio as opposed to individual assets and/or 
investments. Such a debt structure, which is similar to those in place for project financing, enables the 
syndicate of lenders to de-risk their loans via diversification of the assets and allows TSIF to access more 
favourable credit terms. Such a financial structure is aimed at enhancing the value of the assets (the 
Controlled Assets in particular) as a portfolio as opposed to a collection of individual investments

the current capital structure is likely to reflect terms in line with those achievable in the current 
market. Pursuant to the Capital Structure Review, TSIF has substantially deleveraged its financial structure. 
TSIF’s management is confident that the current structure represents a reasonable balance to optimise 
security holder returns without jeopardising the business’ continuity.  Based on market commentators’ and 
equity research analysts’ notes, it also appears that the market is comfortable with the current capital 
structure. Since the Capital Structure Review, the debt markets have continued to show moderate signs of 
improvement and whilst it may be arguable that the cost of funding could be  lower if negotiated today, we 
are of the view that the impact on TSIF’s cash flow is likely to be marginal

valuing TSIF’s portfolio of assets on an ungeared basis would not properly recognise the return on 
equity able to be delivered through the current capital structure. The Assets have a finite life.  In 
contrast to other energy infrastructure assets, such as transmission and distribution networks (monopolistic 
by nature), it is rare to assume an extension of power generation plants’ useful life, primarily because of the 
significant risk that their technology will be obsolete at the end of their life and because of the relative lower 
cost to replace the asset with a new one.  The funding mix of a finite life asset tends to comprise 
progressively decreasing levels of debt whereby debt is usually repaid well ahead of the end of the asset life.
This is because whilst economic margins tend to be relatively high over the entire life of the asset (which 
results in significant cash flows available to repay debt and interest expenses), the diminishing residual life 
of the asset results in a loss of future cash flows and asset value that lenders can use to mitigate the risk of a
default.  Accordingly, it is not unusual to observe a cash flow profile of power generation assets which is 
characterised by relatively high interest and principal payments over the initial part of the asset life and 
dividend distributions to occur later in the life of the asset (due to significant debt amortisation).  Such a 
structure can result in a relatively high volatility of equity distributions. Such a dynamic is exacerbated for 
power generation assets operating without long term PPA contracts since volatile cash flows can trigger
cash sweep provisions which limit the availability of cash flow for equity distributions. 

6.1.2 Approach
Given the debt amortisation profile of power generation assets (which implies a continuing change in the 
debt/equity mix) and the fact that the debt funding is sourced at the corporate level (as opposed to at the 
individual asset level), we have estimated the fair market value of TSIF as follows:  
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we have estimated the value of the Assets using the DCF methodology. In particular, we have:

o estimated the fair market value of the equity of the Controlled Assets by:

aggregating the projected operating cash flows of the Controlled Assets

consolidating the corporate costs and the corporate debt into the aggregated operating cash flows 
and projected an amortisation of the existing Corporate Debt Facility based on the residual life of 
the Assets based on current commercial terms and interest rates

aggregating the projected cash flow to equity of the Controlled Assets by taking into account the 
relevant tax payments on a consolidated basis

discounting the stream of projected cash flows to equity at an appropriate discount rate (a cost of 
equity) recognising the risk profile of each individual stream of cash flows. 

o similarly, we have estimated the fair market value of the Non-Controlled Assets using the projected 
cash flow to equity of their underlying assets.  Whilst the equity investments in Loy Yang A, BP 
Kwinana and Macarthur serves as collateral in the Corporate Debt Facility, these assets have 
individual and separate debt arrangements from those of TSIF so it is possible to value the equity in 
these investments separately from the Controlled Assets. BP Kwinana currently has a low level of 
debt which is expected to repay in July 2011. For the purpose of our analysis, we have assumed
owners of this asset will be able to raise debt to achieve a more efficient financial structure. 
Furthermore, we note that Loy Yang A is currently in a cash sharing arrangement whereby no equity 
distributions are expected to occur in the short term.  Depending on the assumed impact of carbon 
policy and future electricity pricing, Loy Yang A may not distribute any earnings (and interest on the 
shareholders loans) for a protracted timeframe. As a result, valuing this asset based on ungeared cash 
flows (where a weighted average cost of capital (WACC) is used as opposed to a cost of equity) may 
create distortions even more acute than those referred to in Section 5.1.1 above

o given the finite life of the Assets and the terms of the concessions for the Water Filtration Assets, no 
terminal value has been estimated

o considered whether a discount for lack of control or marketability should be applied when valuing 
TSIF’s investments in the Non-Controlled Assets.

we have separately added the fair market value of any other asset and liability of TSIF. 

The value estimated by this approach results in a full control value for TSIF. 

We have benchmarked our valuation of Assets with market evidence deriving from comparable listed entities 
and transactions. In particular, we have considered earnings multiples and multiples of generation capacity, 
which is a metric commonly considered in the power generation sector.

We have calculated the fair market value of a TSIF security by dividing the fair market value of TSIF by the 
number of securities currently outstanding (no options or other potentially dilutive instruments are on issue) and 
cross-checked it with the recent on-market trading of TSIF securities.  
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The figure below illustrates our valuation approach.

Figure 15: Valuation approach to value TSIF equity value on a control basis  

Source: Deloitte Corporate Finance

6.2 Valuation summary
We have estimated the fair market value of a TSIF security (cum dividend) to be in the range of $0.70 to $0.86 
on a control basis as at the Valuation Date. The table below summarises the underlying components of our 
valuation.

Table 14: Summary of valuation of TSIF

Ownership Section

TSIF
Low

$million

TSIF 
High

$million

Security
Low 

$

Security
High

$

Controlled Assets 100% 6.3.3 184 207 0.42 0.47
Loy Yang A 14% 6.3.4 49 87 0.11 0.20 
BP Kwinana 30% 6.3.4 27 31 0.06 0.07
Water filtration assets 50% 6.3.4 28 30 0.06 0.07
Total portfolio (equity value) 288 355 0.65 0.81

Surplus cash 6.4.2 21 21 0.05 0.05

Equity value (on a control basis) as at Valuation Date 309 376 0.70 0.86 
        
Source: Deloitte Corporate Finance analysis

Our valuation reflects a high degree of judgment in relation to a number of assumptions utilised in our 
underlying valuation models as the Australian energy market is currently vulnerable to a high level uncertainty.

Historically, investors in power generation assets (especially in base load electricity generation) have not 
required a high rate of return. This sector has had a relatively low ‘beta’ because power generators tend to 
supply electricity in good economic times as well as in bad. The theory has been that price should be relatively 
easy to predict, as is long term demand.  

However, the returns to private investors recently observed in the sector in Australia suggest that the generation 
sector is rather more risky than had previously been allowed for in the price paid for assets by investors, which 
has adversely impacted the financial performance of some investors in the sector over recent years.
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Key uncertainties which affect the valuation of TSIF’s power generation assets are:

Pricing of uncontracted capacity: whilst the weighted average remaining contractual life of the Assets is 
approximately 12 years, this varies substantially across the portfolio. The largest of the Assets by 
attributable production, Kemerton and Townsville, have relatively long contractual arrangements (19 years 
and 14 years, respectively) and their cash flow profile over this period would be classified as being
relatively low risk. On the other hand, Collinsville and the wind farm assets have a short (or nil as for 
Starfish Hill) residual contractual life. Pursuant to the Alcoa Hedge Agreement, Loy Yang A has 
substantially mitigated the risk of its operations, however, over 50% of its capacity will still be exposed to 
the spot market and there are uncertainties over the period between now and the commencement of the 
Alcoa Hedge Agreement in 2014. There is considerable uncertainty around the electricity prices these assets 
will achieve as uncontracted merchant power plants in future years

Impact of carbon policy: key uncertainties relate to the:

o ultimate structure of the carbon policy: i.e. cap and trade scheme, incentive-based scheme, etc.

o the ability of generators to pass on the full cost of carbon (which is likely to be less than 100% given 
the dynamics of the pricing and dispatch mechanisms of the NEM) on the uncontracted capacity 
(some of the existing PPAs have terms in place that appear to allow for full pass-through of this cost). 
The rate of pass-through will ultimately depend on the prevailing generation mix and the ability of the 
market to replace high emissions plant with cost competitive lower emission supply alternatives

o compensation potentially attributable to high CO2 emitters over the initial phase of carbon policy 
implementation. 

Given their uncontracted capacity profile and relatively high carbon emission intensity, Collinsville and Loy 
Yang A could be extremely vulnerable to the consequences of future carbon policy. This is arguably to a 
small degree hedged by the wind farm assets which indirectly benefit from a higher carbon price.

Debt funding: whilst the Controlled Assets are debt free, TSIF’s debt facility directly supports the funding 
of the Controlled Assets. Given the diversification of the underlying portfolio and the recently renegotiated 
terms on the Corporate Debt, refinancing risk is perceived to be relatively low. On the other hand Loy Yang 
A is highly geared and is currently in cash sweep with management expecting no dividend payments or 
interest from shareholder loans for at least the next three years.  The estimated equity value of Loy Yang A 
is very sensitive to changes in assumptions due to the high level of debt. Should Loy Yang A require an
equity injection to stabilise its financial structure or to satisfy debt covenants, there is a risk that TSIF may 
be unable to fund this injection and TSIF’s interest could be significantly diluted. Further, if all Loy Yang A 
security holders chose not to inject new equity capital, Loy Yang A may consequently be placed under 
administration

Discount rate: individual assets within the Controlled Assets and individual cash flow streams within each 
of these assets are subject to significantly different levels of risk. Risks relate to all the factors listed above 
as well as to the underlying operations of the assets. Whilst the Capital Asset Pricing Model (CAPM) 
theory is typically used to estimate discount rates in business valuation, since the above uncertainties have 
manifested relatively recently, the statistical reliability of certain components of CAPM (i.e. market betas) is 
low.  Accordingly, the selection of the discount rate for the purpose of this valuation requires the exercise of
a high degree of judgment.  

Our valuation analysis is based on the following key assumptions:

Structure of carbon policy: a cap and trade carbon scheme is introduced in July 2013, consistent with the 
CPRS 5% scenario. We note that there is still considerable uncertainty on the timing and exact nature of any 
carbon pricing policy to be implemented in Australia.  

Carbon price permits: The price for carbon permits is consistent with the CPRS 5% scenario. However 
carbon permit prices may be higher in the future if Australia adopts a more aggressive carbon abatement 
scenario such as CPRS 15%.  
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Carbon cost compensation: based on the CPRS framework as published in the CPRS White Paper, high 
carbon emitters would be compensated with free permits by the Australian government in 2 tiers under the 
ESAS each for a period of 5 years from introduction of a CPRS. Based on this framework, Loy Yang A 
could receive significant benefits. Given the uncertainty over the effective application of this term, in our 
analysis we have considered two alternate scenarios whereby one assumes 50% of the ESAS compensation 
is received and the other one assumes 75% of the ESAS compensation is received to reflect the lack of 
clarity surrounding the existing carbon policy proposals and to reflect the degree to which carbon costs 
might be passed through under existing contractual arrangements

Pricing: we have assumed the existing terms of the various contractual arrangements will be in place till 
expiry of the contracts.  Uncontracted revenues have been estimated assuming either a renewal of the 
contracts (at terms considered to be reasonable at the relevant time) or at spot prices forecast for each 
individual asset (this applies to Loy Yang A and to the wind farm assets)

Refinancing terms: we have assumed the existing debt funding arrangements will continue until maturity 
and will be refinanced at terms expected to be maintainable in the long term. The Controlled Assets have 
been assumed to continue to be financed as a portfolio. The amortisation profile of the debt has been 
assumed based on the ability of the portfolio as a whole to satisfy debt covenants. Similarly, the debt profile 
of the Non-Controlled Assets has been assumed to follow existing covenant guidelines and a repayment 
schedule consistent with the financial capacity of each business reflected in the underlying cash flow models   

Tax: TSIF has a tax efficient structure whereby income generated by the Assets is expected to be distributed 
free of tax for a relatively long period.  For the purpose of our analysis, we have assumed this structure will 
remain in place and security holders will receive the expected benefits during the remaining life of the 
Assets 

Discount rates: we have selected a range of discount rates based on the nature of the asset (wind, coal, gas,
water) and on the contractual arrangements in place. Our selected discount rates range from 8.5% to 18.0%. 
The bottom end of this range reflects the rate applied to the water filtration assets which generate contracted 
revenues over their useful lives whilst the top end of the range reflects the rate applied to Loy Yang A.

Specific comments on the individual assumptions are set out further below in this section and in Appendix 2.

Below we set out a sensitivity analysis of our valuation conclusion based on certain key variables.

Sensitivity analyses 
The sensitivity analysis below is based on the mid-point of the range of valuation assumptions used in our 
valuation conclusion set out in Table 14.

Table 15: Summary of key valuation assumptions, scenarios and relevant valuation impact

Mid-point 
valuation 

assumptions Sensitivity 

Valuation 
impact on

equity value
$ million

Valuation 
impact on  

security value
$

Equity value as at Valuation Date $338 million n/a n/a n/a
Mid-point discount rate variable -/+0.5% 

(-/+1.5% Loy Yang A)
+23
-19

+0.05
-0.04

CPI 2.80% +/-0.25% +6
-6

+0.01
-0.01

Spot price indexation 100% of CPI 75% of CPI n/a
-42

n/a
-0.10

Spot electricity pricing - Loy Yang A variable -10% n/a
-46

n/a
-0.10

Bundled wind price variable +/-10% +8
-4

+0.02
-0.01

Collinsville carbon tax pass-through 
(contracted period) 

75% 50%/100% +3
-2

+0.01
-0.01

% of ESAS carbon cost compensation -
Loy Yang A 

62.5% 50%/75% +8
-7 

+0.02
-0.02 

Loy Yang A decommissioned in 2036 No Yes n/a
-3

n/a
-0.01

Source: Deloitte Corporate Finance analysis
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We note that some of the above sensitivity assumptions are interdependent. Given the complexities associated 
with performing scenario analysis and the significant number of potential scenarios that would require analysis,
we have not considered the potential consequences of changing an individual assumption on the other 
assumptions. Notwithstanding this potential limitation the sensitivity analysis provides guidance on the 
magnitude of the valuation impact of each of the above key assumptions. 

6.3 Valuation of the Assets

6.3.1 Introduction
TSIF management has developed and provided detailed financial models for most of the Assets and a ‘Corporate 
Model’ reflecting the overall cash flows to TSIF flowing from the individual Assets (TSIF Models). These 
models have been subject to a significant level of review from TSIF and from external parties, in particular, we 
understand that:

the Controlled Assets’ models and the Corporate Model have been developed by TSIF in collaboration with 
TSE and with the assistance of third party advisors (for instance, for the development of future pricing 
assumptions and carbon pricing impact and for planning capital expenditure requirements).  These models 
have also been made available to lenders in the context of the Capital Structure Review and subsequent 
refinancing of TSIF in 2010 

a Loy Yang A model has been developed by Loy Yang A management and has been scrutinised by the 
syndicate of lenders in the context of the recent refinancing of the Bullet A debt facility. Furthermore, the 
model was reviewed and, if considered appropriate, adjusted by TSIF management to reflect their view on 
this asset. Electricity pricing and carbon assumptions were provided by external advisors

the financial models for the other Non-Controlled Assets have been developed by parties not related to 
TSIF. 

Based on TSIF Models and, for the assets in respect of which a financial model was not provided, based on 
discussions with TSIF management, we have developed a cash flow to equity model for the Controlled Assets 
(including TSIF corporate cash flows) and for each of the Non-Controlled Assets (the Valuation Models).  The 
Valuation Models include projections of nominal, geared, after-tax cash flows over the residual life of the assets 
from 1 July 2011.  

Valuation Models
In preparing the Valuation Models we have undertaken an analysis that has included:

considering the reasonableness of key assumptions of the TSIF Models such as generation capacity, 
contractual arrangements, pricing, carbon cost, debt cost and tax payments  

holding discussions with TSIF management concerning the preparation of the projections and the basis upon 
which they derived the assumptions adopted 

considering the costs associated with decommissioning of the Assets and/or the potential redevelopment of 
the Assets.  

Where considered appropriate and as a result of the above we have changed the underlying cash flow 
assumptions to reflect Deloitte Corporate Finance’s view on key variables and to correct modelling 
inconsistencies. 

Our work did not constitute an audit or review of the projections in accordance with AUASB Standards and 
accordingly we do not express any opinion as to the reliability of the projections or the reasonableness of the 
underlying assumptions.  However, nothing has come to our attention as a result of our analysis that suggests 
that the assumptions on which the projections are based have not been prepared on a reasonable basis. 

Since projections relate to the future, they may be affected by unforeseen events and they depend, in part, on the 
effectiveness of management’s actions in implementing the projections. Accordingly, actual results are likely to 
be different from those projected because events and circumstances frequently do not occur as expected, and 
those differences may be material.

Annexure A: Independent Expert’s Report continued
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Valuation Date
Pursuant to the terms of the Proposed Schemes, TSIF security holders would receive the Offer Price on or 
around 5 July 2011 (the Settlement Date). This amount will be reduced by any distribution made by TSIF 
between the Announcement Date and the Settlement Date. Based on discussions with TSIF management, we 
understand that TSIF may make a distribution during this period.  

For the purpose of our analysis, we have estimated the present value of TSIF as at 30 June 2011 (Valuation 
Date), having regard to the latest TSIF management forecast debt and cash balances as of this date (TSIF 
management expects that any changes in cash and debt balances from the Valuation Date to the Settlement Date 
unrelated to a distribution will be immaterial). Based on the Offer Price adjustment mechanism, the 
consideration to be ultimately received by Public Securityholders will amount to $0.85 per security. 
Accordingly, for the purpose of our analysis, irrespective of whether a distribution will be made by TSIF before 
the Settlement Date, we consider that an estimate of the fair market value of TSIF as at the Valuation Date 
represents a consistent basis on which to compare the ‘unadjusted’ Offer Price of $0.85 per security. 

Access and disclosure of confidential information
Whilst TSIF wholly owns the Controlled Assets (which are externally managed by TSE), it only owns part 
interests in Loy Yang A, BP Kwinana, Macarthur and Yan Yean.  The operations of these assets are managed by 
unrelated third parties.  TSIF’s investments in the Non-Controlled Assets are regulated by shareholders or other
joint venture agreements which, amongst other things, seek to protect the confidential commercial interests of 
these assets.  Restrictions on the public disclosure of some information has limited the information available to 
us.   

Notwithstanding this, Deloitte Corporate Finance has been provided with access to a significant amount of 
information held by TSIF’s management team responsible for managing the investments in the Non-Controlled 
Assets.  Where information requested was not available, we have been able to discuss with TSIF management 
the background and the underlying assumptions of information not disclosed to us. This enabled us to prepare 
cash flow models to support our valuation. 

6.3.2 Key valuation parameters  
Below we describe the basis for our selection of the key valuation parameters. Specific valuation considerations 
on an asset by asset basis are also provided in Sections 6.3.3 and 6.3.4 further below.

Inflation 
Nominal cash flows have been estimated after allowing a long term inflation forecast of 2.8%. We have selected 
this assumption after taking into account the monetary policy adopted by the Reserve Bank of Australia (RBA),
which is to maintain inflation within a target range of 2.0% to 3.0%, and other research data publicly available22

Discount rates

.  

The discount rate used to equate the future cash flows to a present value reflects the risk adjusted equity rate of 
return demanded by a hypothetical investor. 

The risk profile of the various Assets varies not only in respect of the nature of the operations (i.e. coal-fired 
plant, gas-fired plant, etc.) but also in respect of the contractual arrangements regulating future sales and fuel 
supply. Given the significant uncertainty over future electricity pricing and the impact of carbon policies, cash 
flows underpinned by contractual arrangements that mitigate these risks demand a lower cost of capital. Vice 
versa, cash flow projections which are based on future spot pricing projections are likely to be subject to much 
greater volatility and therefore demand a greater cost of capital. Accordingly, we have estimated the cost of 
equity for individual sets of operating cash flows as opposed for the overall portfolio. We have identified several 
individual risk profiles which require separate estimation of the relevant discount rate. The discount rate 
applicable to cash flows associated with the corporate operations of TSIF (i.e. corporate overheads, debt funding 
and tax payments) have been estimated as a year-on-year weighted average of the discount rate of the relevant 

22 RBA target inflation range as per current information available on the Reserve Bank’s website: www.rba.gov.au, Economist Intelligent 
Unit’s April 2011 Australia Report inflation forecasts for the years 2011 – 2014. 
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assets based on their relative value contribution. The table below sets out our selected discount rates.

Table 16: Summary of discount rates (cost of equity)

Assets Contracted Uncontracted

Controlled Assets
Wind Farms Starfish Hill, Toora, Windy Hill 10.0%-11.0% 12.0%-13.0%
Gas-fired power plants Kemerton, Townsville 10.0%-11.0% 12.0%-13.0%
Coal-fired power plant Collinsville 10.0%-11.0% n/a
Corporate 10.8%-11.8%

Non-Controlled Assets
Gas-fired power plant BP Kwinana 10.0%-11.0% 12.0%-13.0%
Coal-fired power plant Loy Yang A 15.0%-18.0%
Water filtration Macarthur, Yan Yean 8.5%-9.5% n/a

Source: Deloitte Corporate Finance analysis

In determining the above discount rates we considered the following: 

anecdotal evidence of the required rates of return by investors in comparable assets and projects

capital asset pricing model (CAPM) theory and relevant market observations in comparable listed entities

the assumed debt to equity ratio during the cash flow projections period

whilst we consider the future pricing assumptions set out below as probability weighted estimates, we note 
that future volatility (a factor commonly referred to as a measure for risk) will impact these assumptions in 
different ways. The projected future spot prices assumed have different standard deviations depending on 
the asset they are applied to.  In particular, we note that:  

o the assets that are more likely to be impacted by future carbon policy (i.e. coal power plants such as 
Loy Yang A and Collinsville), to the extent they are uncontracted or cannot pass carbon costs to 
contract counterparties, are subject to the greatest level of risk

o Loy Yang A’s selected discount rate is relatively high due to its exposure to carbon risk and to the 
high level of gearing of this investment

o some of the PPAs currently in place for the Assets (i.e. Kemerton, Townsville and Collinsville) are 
advantageous since they have fixed capacity charges in place and that minimise exposure to variability 
in pool prices. We are of the view that the cash flows underpinned by these contracts demand a 
relatively low rate of return. 

A detailed consideration and analysis of these matters is provided in Appendix 2.

Pricing assumptions  
With the exception of Loy Yang A and the wind farm assets, the Assets operate under long term contract 
arrangements based on capacity charges. As discussed further below, we have assumed that at the end of the 
contract period, these assets will be recontracted with terms structured in line with the current terms (details of 
the specific recontracting assumptions in respect of these assets are set out in the sections below).  Accordingly, 
the majority of the Assets are only indirectly affected by future spot electricity pricing.

Loy Yang A and the wind farm assets future cash flows are dependent on future spot electricity prices (‘black 
prices’ for Loy Yang A and bundled prices for the wind farm assets).

Annexure A: Independent Expert’s Report continued
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Black price forecast  

For Loy Yang A, the key pricing assumptions relate to the forecasts of NEM/Victoria wholesale spot prices for 
electricity output that is exposed to the spot market and contract price forecasts for electricity output that is 
expected to be progressively contracted over the forecast period (i.e. it excludes volumes relating to the Alcoa 
Hedge Agreement).  

For the purpose of our valuation, we have taken into consideration the forecast prices assumed in the TSIF 
Models under the so-called CPRS 5% scenario (refer to Section 3 of this report for further details).

Whilst there is considerable uncertainty on the form, timing and effective ultimate introduction of any carbon 
policy, we consider that CPRS 5% is a reasonable assumption (for valuation purposes) for a modest level of 
carbon reduction in the near to medium term. However, post 2020 there may be further pressure on carbon prices 
if Australia commits to a more ambitious carbon emission reduction target.

In respect of TSIF Models’ pricing forecast under CPRS 5%, we observe that absent carbon prices, pool prices 
are projected to double in real terms by 2025. Such an increase would imply a very significant increase in the 
fuel price and/or capital cost that is largely unsupported by other publicly available forecasts including the 
Treasury modelling23

For the purpose of our analysis, in order to reflect the downside risks associated with price volatility we have 
simulated an additional pricing scenario whereby pool prices with carbon will be 10% lower than those assumed 
by TSIF in its models (Deloitte Pricing Simulation). In forming our view on this simulation we have reviewed 
pricing and other relevant data as presented by ACIL Tasman, the MMA Report, Roam Consulting

. Typically average pool prices represent a Long Run Marginal Cost (LRMC) of base load 
(mainly coal) and mid merit (mainly CCGT) plant operating in the market. Furthermore, we note that historically 
pool prices in Victoria over the last ten years have averaged about $35/MWh in nominal dollars and that in five 
out of the last 11 years they have averaged $30/MWh (nominal). This suggests that the Victorian spot prices 
have been subject to significant price volatility since the start of the NEM and have also been well below the 
LRMC of a coal plant (which is approximately $45/MWh).

24 the NGF 
Report25 and the Green Paper26

The figure below depicts the TSIF electricity forecast pricing scenario, the ‘Deloitte Pricing Simulation’ together 
with the underlying carbon price assumptions. 

. The Deloitte Pricing Simulation does not represent Deloitte Corporate Finance’s 
view on the future spot electricity price in the NEM and it should not be interpreted as such. Rather it represents 
an alternative pricing scenario for use in our valuation model. 

23 Based on modelling conducted by McLennan Magasanik Associates (MMA) which produced a report to Federal Treasury, Impacts of the 
Carbon Pollution Reduction Scheme on Australia’s Electricity Markets, 11 December 2008 (MMA Report). 
24 Impact of renewable energy and carbon pricing policies on retail electricity prices, a report prepared by Roam Consulting for the Clean 
Energy Council, 11 March 2011.
25 Submission by the National Generators Forum in response to the Carbon Pollution Reduction Scheme Green Paper, September 2008 (NGF 
Report).
26 Carbon Reduction Pollution reduction Scheme, Green Paper published by the Department of Climate Change, July 2008.
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Figure 16: Forecast pricing scenarios

Source: TSIF, Deloitte Corporate Finance analysis

Bundled price forecast

For TSIF’s wind farm assets, the key pricing assumptions relate to the black price forecasts and the price of 
LGCs (collectively the “bundled price”) for electricity output that is exposed to the spot market (i.e. excluding 
output during the term of the wind farm off-take agreements). Uncontracted wind farm revenue has been 
estimated in the TSIF Models using a bundled price of $110/MWh (real 2010 dollars) either through a 
combination of pool price and LGC price, or assuming the wind farm output can be recontracted.

Given that wind generation is based on meeting a mandatory renewable energy target, LGC prices together with 
the black energy prices, should reflect the long-run marginal costs (LRMC) of wind farms over their operating 
life. However, as LGCs are traded products, prices will vary from the theoretical LGC price in the short term as a 
consequence of fluctuations in demand and supply and bidding strategies of various market participants. In the 
short term wind generators may recover bundled prices greater than, or less than LRMC based price estimates, 
although one would expect the LGC prices over time to be sufficient to sustain investment in renewable energy 
generation. Accordingly, assuming uncontracted revenues for wind farms to be priced at an LRMC estimate 
presents a reasonable basis for their valuation as it is consistent with theoretical underpinning of the Large-scale 
Renewable Energy Target Scheme.

Based on our review of a number of published benchmarks, we believe that $110/MWh represents a reasonable 
LRMC estimate for wind farms and therefore forms a reasonable basis to estimate uncontracted revenues 

Carbon policy
In the valuation of Loy Yang A, TSIF has assumed carbon pricing based on a CPRS 5% scenario, commencing 
in 2013. As discussed earlier in our report, this is a reasonable scenario to assume in the near to medium term. 
However should Australia take a more aggressive stance against climate change and adopt a more aggressive 
carbon emission abatement target (for instance by moving to CPRS 15% post 2020), then carbon prices could be 
substantially higher than what is depicted in the figure above post 2020.  
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Technical life
Our valuation of the Assets is based on TSIF management’s (Management) estimate of the technical life of the 
each asset. Where the technical life of the asset exceeds the term of existing PPAs the cash flows forecast in the 
uncontracted period are dependent on expected market electricity prices, fuel costs and the effect of carbon 
policy at the time. As the Assets have a long technical life and are often underpinned by long term PPAs the 
uncontracted cash flows may be based on assumptions far into the future which may be influenced by uncertain 
events such as the development of new technologies and international agreement regarding carbon emissions.

Rehabilitation costs
Given the nature and the limited useful life of the Assets, the plants and the sites must be decommissioned at the 
end of their life. Power plants using gas or coal may require substantial work and incur substantial
decommissioning costs due to the complexity of the plants and the polluting nature of the residuals associated 
with their operations.  Due to the limited footprint, wind farms are generally less complex and more cost 
effective operations to decommission. 

Given the relatively long remaining life of the majority of the Assets, TSIF has not estimated the costs associated 
with the rehabilitation of the power plant sites. However, given the short residual tenure of the Collinsville PPA 
and the uncertainties around the future operations of this asset, TSIF management has estimated that should this 
power plant be decommissioned at the end of the existing PPA (in 2016), TSIF would likely incur rehabilitation 
cost in the region of $25 million (2016 prices). As discussed above, Management is exploring options to extend 
the operating life of Collinsville beyond 2016. Under any of these scenarios, the relevant rehabilitation costs 
would be deferred thereby reducing the present value of this potential future cash outflow.

As a consequence of the potential extension of the life of the Collinsville plant, and because we have not 
assigned any value to the Collinsville plant beyond the term of the Collinsville PPA, we have assumed the plant 
will have a value on decommissioning equal to its decommissioning costs. For all other assets we have also 
assumed the plant will have a value on decommissioning equal to its decommissioning costs.

Discounts / Premiums
The difference between the market value of a controlling interest and a minority interest is referred to as the 
premium for control. As TSIF holds non controlling stakes in the Non-Controlled Assets, a discount to account 
for the lack of control may be applicable when valuing these investments.  

Furthermore, we note that investors tend to place more value on an investment that is more liquid. Accordingly, 
it is common to apply a discount to the value of an investment where there is likely to be restrictions upon its 
sale. In practice, liquidity discounts usually range between 10% and 30%, but can be higher. This is commonly 
referred to as discount for lack of marketability.

In considering whether to apply minority interest and marketability discounts to TSIF’s interests in the Assets we 
have considered the following:

Controlled Assets
TSIF owns 100% of the equity in the Controlled Assets. Accordingly, it is able to exercise full control over their 
operations and cash flows. However, we note that TSIF’s ability to individually manage the Controlled Assets is 
limited by the terms of the MSA and OMAA. Until the MSA and the OMAA expire (in 2032) TSIF would not 
be able to change the provider of the underlying services. This may limit the attractiveness of these assets to a 
third party buyer as, should the rationale for acquiring the Controlled Assets include an interest in managing the 
underlying assets, it would not be able to do so under the existing terms of the MSA and OMAA. 
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On the other hand, these agreements have been struck on arm’s length commercial terms, with management fees 
the rates of on a cost plus margin basis at rates that are required to be consistent and demonstrably competitive 
with third party consultancies for similar service packages (refer to Section 7).  The MSA also provides 
flexibility for the TSIF Board to revise the scope of service and contains limitations on the managers’ authority.
Accordingly, we are of the view that there would be limited scope for a buyer to further enhance management 
and servicing of the Controlled Assets. Furthermore, we note that it is relatively common for infrastructure assets 
to have outsourced management in place and that a hypothetical buyer would likely be primarily attracted by the 
relatively high cash flow yields deriving from these investments rather than by operating synergies (which may 
be limited in any event).   

Based on the above, we are of the view that no minority or marketability discounts should be applied in the 
valuation of the Controlled Assets.

Non-Controlled Assets  
TSIF is able to exercise joint control over the Water Filtration Assets and limited control over its investments in 
Loy Yang A and BP Kwinana. Specific considerations in respect of the applicability of a discount for lack of 
control or marketability are set out below.

Macarthur and Yan Yean

We are of the view that no discount for lack of marketability or control should be applied in valuing these 
investments. In particular we note that:

given the nature of the Water Filtration Assets, the stable and relatively predictable nature of their cash 
flows and the considerable interest in low risk infrastructure assets, we are of the view that there would be 
strong appetite for TSIF’s interests in these assets

operations and maintenance services are provided by entities associated with the co-owners of the Water 
Filtration Assets. Notwithstanding these arrangements the ability to influence the operating management of 
these assets is limited as most of their cash flows are fixed under long-term contracts

each shareholder has pre-emptive rights to purchase the shares held by the other shareholder therefore a 
market exists

based on the terms of the shareholders agreements regulating the governance of the Water Filtration Assets, 
it appears that TSIF effectively shares control over the assets. 

Loy Yang A 

We are of the view that no discount for lack of marketability or control should be applied in valuing this 
investment. In particular we note that:

there is limited scope for TSIF management to pursue expansion projects with Loy Yang A to seek greater 
return on capital

given the nature of the other investors in Loy Yang A, there is a reasonable expectation that all cash 
available for distribution will be distributed as soon as available and in accordance with the debt 
arrangements. As a result, a holder of a minority interest would still reasonably expect to optimise the 
timing of cash flow distributions

the other investors in Loy Yang A are dominated by two key strategic investors (i.e. AGL Energy and 
Tokyo Electric Power Company (TEPCO)). It is arguable that these entities have the skills and expertise to 
manage and maximise value for this asset.

BP Kwinana 

TSIF is the minority partner in a partnership owning the BP Kwinana assets. The terms of the partnership and 
operating agreements provide TSIF with limited management control and place restrictions on sale of their 
interest. In particular we note that:

Annexure A: Independent Expert’s Report continued
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operations and maintenance services are provided by entities associated with the co-owners of BP Kwinana,
who act as the managing partner and have a wide range of powers over both operating and financing 
decisions. Notwithstanding, the ability to influence the operating management of these assets is limited as 
most of their cash flows are fixed under long-term contracts and the partnership was formed for the specific 
purpose of designing, constructing and operating the BP Kwinana plant

each partner has pre-emptive rights to purchase the share of the other. There are restrictions on withdrawing 
from the partnership including the requirement for consent from the managing partner

offsetting these restrictions, TSIF is entitled to its share of partnership profits and cash flows, has received 
regular distributions in the past, and is expected to continue to receive its proportionate share of net cash 
flow over the term of the life of the asset

we are of the view that BP Kwinana has room to increase its reliance on debt funding from the current 
levels. As discussed in Section 6.3.4 further below, for the purpose of valuing BP Kwinana on a 100% basis
we have assumed a regearing of the partnership. However, we also note that since TSIF owns only a 
minority interest in BP Kwinana it would not be able to optimise its financial structure without support from 
the other investors. 

Having regard for the factors affecting marketability and control, we have applied a discount of 0% to 10% to 
our discounted cash flow valuation for BP Kwinana.

6.3.3 Valuation of the Controlled Assets
The table below sets out our estimated fair market value of the Controlled Assets (on a control basis) together 
with implied valuation metrics deriving from our valuation.

Table 17: Summary of valuation of the Controlled Assets  

Ownership

Equity value
Low

($ million)

Equity value
High

($million)
EV/EBITDA

Low
EV/EBITDA

High

EV/MW 
Low

($ million)

EV/MW 
High

($ million)

Equity value 100.00% 184 207 7.3 7.6 0.82 0.85 

Source: Deloitte Corporate Finance analysis
Notes: Enterprise Value (EV) estimated as the sum of the equity value and the debt position at the Valuation Date, being $461 million

Our valuation of the Controlled Assets incorporates the value attributable to TSIF excluding the Non-Controlled 
Assets.  Accordingly, our valuation includes the equity value of the underlying Controlled Assets, TSIF’s 
corporate overheads and takes into account the net debt position and the tax structure of TSIF. 

Net present values are calculated on a geared after tax basis using a nominal after tax discount rate of 10.0% - 
13.0% for cash flows during the life of the plant and a long term CPI of 2.8%. The sensitivity to the selected
discount rate and CPI is set out in the following table.

Table 18: Sensitivity to movements in CPI and discount rate (based on mid-point discount rate)

$million Discount rate sensitivity
              
45 -1.0% -0.5% 10.5% / 12.5% 0.5% 1.0%

C
PI

 s
en

si
tiv

ity -0.2% 213 202 192 183 174
-0.1% 215 204 193 184 175
0.0% 217 2051 195 1851 177
+0.1% 218 207 196 187 178
+0.2% 220 208 198 188 179

Source: Deloitte Corporate Finance analysis

Note 1:Values do not agree to the value range in Table 17 because the valuation range in Table 17 includes ranges for assumptions other than 
CPI and discount rateF
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Figure 17: Controlled Assets valuation sensitivity (based on mid-point discount rate)

Source: Deloitte Corporate Finance analysis

Below we describe in detail the key assumptions of our valuation.

Production scenarios
The Controlled Assets comprise a geographically diverse portfolio of thermal and wind power assets. 

Kemerton and Townsville are expected to be ‘by far’ the largest contributors to TSIF’s operating cash flows over 
the remaining technical life of the portfolio, due to the length of their remaining technical life, the terms of the 
existing PPAs and sale agreements and their production capacity relative to the rest of the portfolio. Cash flows 
for Kemerton and Townsville are underpinned by long term PPAs, expiring in 2030 and 2025 respectively. 
Collinsville also makes a significant contribution to the operating cash flow in the short term, until the expiry of 
the PPA in 2016.  As we explain in further detail below, our DCF analysis does not incorporate cash flow 
projections for Collinsville beyond the expiry of the PPA due to high uncertainties over the viability of this plant 
once the existing agreements expire in 2016. The three wind farm assets have largely uncontracted revenues.  
Further details regarding the production scenarios for each asset in the portfolio are discussed below.

Kemerton 
Kemerton has been valued in accordance with the terms of the existing PPA with Verve Energy expiring in 2030 
and the life of the plant has been assumed until 2046, consistent with management plans and based on 
independent technical reports27

Consistent with the terms of the PPA, revenue has been estimated based on plant capacity and utilisation,
independent of market electricity prices.  Capacity payments escalate at less than CPI until expiry of the PPA. 
This implies that margins progressively deteriorate in nominal terms. O&M payments and recovery charges are 
based on the terms of the OMAA. Kemerton has relatively low carbon intensity and based on the current terms 
of the PPA its future cash flows are not expected to be impacted by carbon policy during the PPA period. Fuel 
costs are borne by Verve Energy.

. 

27 Kemerton has been assessed to have a residual technical life until at least 2046.
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As the plant is a relatively new plant and Verve Energy has the option of extending the contract, we have 
assumed the PPA will be renewed. Accordingly, in 2030 we have assumed that the nominal capacity charge will 
re-adjust to reflect an average of inflated prices in that year and prices sufficient to attract capital investment by 
new entrants. Subsequent to the expiry of the contract, Kemerton’s margins are expected to deteriorate as the 
power station, in the absence of capital investment, will be less competitive than next generation plants operating 
in 2030. However, we have assumed this impact will be mitigated by an increase in pricing in nominal terms as 
the new contract will have 2030 nominal prices as a new benchmark. 

If an extension of the Verve Energy contract does not occur before 2030 then TSIF will be exposed to a 
relatively high risk due to the WA electricity market having only a limited number of parties to contract with for 
the supply of electricity.

Townsville
Townsville has been valued in accordance with the terms of its existing PPA with AGL Energy and Arrow 
Energy expiring in 2025 and the life of the plant has been assumed until 2045, consistent with management plans 
and based on independent technical reports28

Consistent with the terms of the PPA, revenue has been estimated based on plant capacity, independent of 
market electricity prices. O&M and recovery charges are based on the terms of the OMAA and fuel costs are 
borne by AGL Energy and Arrow Energy.  Townsville has relatively low carbon intensity and based on the 
current terms of the PPA there is low risk that future cash flows are impacted by carbon policy during the PPA 
period. 

. 

The existing PPA terms are considered to be below current market rates. Accordingly, following expiry of the 
PPA, we have assumed a new contract will be agreed at higher rates, reflecting prices sufficient to attract capital 
investment by new entrants. The pricing assumed for the new contract reflects an expected loss of 
competitiveness of Townsville power plant compared to next generation plants operating in 2025.

Collinsville
Collinsville has been valued in accordance with the terms of the existing PPA with CS Energy expiring in 2016.  
Consistent with the terms of the PPA, revenue is calculated based on plant capacity, independent of market 
electricity prices. Collinsville is relatively carbon intensive. Accordingly, cash flows may be impacted by carbon 
policy during the PPA period to the extent any carbon costs cannot be passed on. To reflect this risk we have 
assumed a carbon price will be introduced in 2013 in accordance with CPRS 5% and Collinsville will be able to 
pass on between 50% and 100% of the carbon costs it incurs during the period of the PPA.

CS Energy has a first right to negotiate an extension of the PPA however they are not expected to renew their 
contract. TSIF management is currently exploring a number of options to extend the operating life for 
Collinsville 2016. 

TSIF has engaged independent consultants to assess the remaining life of Collinsville. It has been estimated that 
Collinsville has a technical remaining life of 20 years. A key area of concern noted by the independent 
consultants is the risk of potential onerous conditions that could be imposed by the Development Authority when 
renewing the liquid fuel and storage authorisations for Collinsville. These revised conditions could substantially 
limit the flexibility of Collinsville to operate in the NEM.

Collinsville’s economics will deteriorate significantly after the introduction of carbon pricing. This is because its 
carbon intensity is one of the highest in the NEM at 1.19t CO2/MWh29

Given the uncertain economics of Collinsville operating as a coal fired power plant, TSIF engaged external 
advisers to assess the options of converting Collinsville from coal fired to using coal seam methane (CSM) as 
fuel. As a result of this process, a number of options were identified. TSIF also considered replacing Collinsville 
with a new CCGT plant. 

. Furthermore, Collinsville’s short run 
marginal cost (SRMC) is one of the highest amongst coal fired power stations in the NEM. At a carbon price of 
$40/t CO2, its SRMC exceeds that of some CCGT plants in the NEM making it unlikely to remain competitive.

28 Townsville has been assessed to have a residual technical life until at least 2045.
29 ACIL Tasman.
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A summary of the options being considered is set out below:

Table 19: Collinsville post PPA options

Options post-PPA Advantages/Opportunities Disadvantages/Risks

Continue as a coal-fired 
power plant

Low capital cost
Generation licence easily renewable
The generator configuration allows 
Collinsville to operate in a similar way 
to a semi-peaking plant. This would 
reduce loads but it would increase 
margins

Coal supply risk (Xstrata mine) 
High carbon intensity could result in a 
significant deterioration in margins 
Reliance on old plant and capital 
expenditure requirements to extend life

Conversion to a gas-
fired power plant by 
retrofitting gas burners 
to existing boilers

Reduction of carbon intensity from 1.19t 
CO2 to 0.6t CO2 per MWh 
Reduction of operating costs as coal is 
no longer processed and conveyed to the 
plant
Extension of the plant life
Relatively low capital cost

Construction of a gas pipeline would be 
required
Based on current estimates, gas needs to be 
sourced at a price below current market 
prices to make this project viable.  
Anticipated increases in the gas price as a 
result of expected export demand mean 
options to source gas from stranded basins 
near the plant at acceptable prices are being 
considered 

Replace with a new 
CCGT plant

Low construction costs given existing 
ancillary infrastructure and permits
Strategic site location
Remediation costs to demolish existing 
plant potentially avoided/deferred

Construction of a gas pipeline would be 
required
Terms of gas supply would need to be 
negotiated

Source: TSIF, Deloitte Corporate Finance analysis

Based on discussions with TSIF management, we understand that Collinsville’s viability as a power plant fired 
by CSM depends very much on gas supply prices. According to preliminary analysis conducted by TSIF
management, the contracted gas price has to be lower than current market prices for Collinsville to be 
competitive in the NEM. Given the current state of gas markets in Queensland and the potential development of 
LNG in Queensland, gas supply would need to be found from a party without access to the LNG or domestic 
markets. In addition, as the LNG industry matures in Queensland, this may put pressure on the current forecast 
for domestic gas prices as they become more closely aligned with international LNG prices which are 
significantly higher.  

Therefore, securing a long term gas contract at less than current market prices is only possible if there are 
stranded gas reserves and selling the gas in the reserves to Collinsville is the only option of monetising their 
inherent value. We understand that TSIF has done a preliminary assessment of stranded CSG reserves and 
concluded that there are a number of resources which can be considered as a potential source of cheap gas for 
Collinsville. 

TSIF has also been exploring a potential development of a brand new CCGT plant. Whilst such a project would 
certainly benefit from the existing infrastructure in place (i.e. transmission lines, water availability) and the 
strategic location of the Collinsville site (TSIF owns the relevant land), there is very little analysis on this option 
at this stage.

Annexure A: Independent Expert’s Report continued
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Having regard to the above, we consider it possible for Collinsville to have some value post-2016 and as such, it 
may be able to defer potential rehabilitation costs (recently estimated at approximately $20 million in 2011 real 
terms). However, given the considerable uncertainties over the commercial viability post 2016 through the rest 
of its remaining technical life, assigning a positive value on Collinsville post 2016 is highly speculative.  The 
key considerations that underpin this conclusion are the following:

Collinsville will struggle to be economic due to its relative inefficiency unless it can secure a cheap source 
of fuel on a long term basis; and

Collinsville has yet to identify a potential counterparty to enter into a PPA beyond 2016.

We have assumed any positive option value would be offset by the potential rehabilitation costs which are not 
otherwise recognised in the valuation model.

Therefore at this stage we have assigned a zero value to Collinsville post 2016.

Starfish Hill
Starfish Hill currently has no contracted revenue. We understand that given the relatively low current ‘black’ and 
‘green’ electricity prices, TSIF management does not consider it attractive entering into long term contractual 
arrangements that could be below market rates if the market recovers in the near term. Based on our long term 
bundled price considerations in Section 3.6 above, we have assumed the wind farm will remain uncontracted for 
a short term period and then enter into long term contractual arrangements at a price of $110/MW in real 2011 
terms (or be able to achieve a price of $110/MWh in real 2011terms based on a combination of ‘black’ and 
‘green’ prices over the remaining life of the asset). We have assumed Starfish Hill will continue operating for the 
rest of its estimated residual technical life up until 2028. 

Based on expected wind patterns and availability, we have assumed annual energy generation of 95.6 GWh.
O&M costs are assumed to be in accordance with the terms of the existing OMAA. 

Toora 
Toora has been valued in accordance with the terms of the existing off-take agreement with Energy Australia 
expiring in 2012. Based on our long term bundled price considerations in Section 3.6 above, we have assumed 
the wind farm will remain uncontracted for a short term period at the end of the existing contract then re-enter 
into long term contractual arrangements at a price of $110/MW in real 2011 terms (or be able to achieve a price 
of $110/MWh in real 2011 terms based on a combination of ‘black’ and ‘green’ prices over the remaining life of 
the asset). We have assumed Toora will continue operating for the rest of its estimated residual technical life up
until 2027. 

Based on expected wind patterns and availability, we have assumed annual energy generation of 56.9 GWh.
O&M costs are assumed to be in accordance with the terms of the existing OMAA. Maintenance capital 
expenditure is forecast to increase from 2016 as management expect to have to replace gearboxes at an average 
frequency of two per year for the remaining life of the wind farm.

Windy Hill
Windy Hill has been valued in accordance with the terms of the existing off-take agreement with Ergon Energy 
Queensland Pty Limited expiring in 2015.  Based on our long term bundled price considerations in Section 3.6
above, we have assumed the wind farm re-enter into long term contractual arrangements at $110/MW 2011 real 
price at the end of the existing off-take agreement (or be able to achieve a price of $110/MWh real price based 
on a combination of ‘black’ and ‘green’ prices over the remaining life of the asset). We have assumed Windy 
Hill will continue operating for the rest of its estimated residual technical life up until 2025. 

Based on expected wind patterns and availability annual generation is assumed to be 30.1 GWh in FY11 and 
then constant at 26.5 GWh thereafter. During the term of the off-take agreement capacity payments escalate at 
75% of CPI. O&M costs are assumed to be in accordance with the terms of the existing OMAA. Maintenance 
capital expenditure is expected to increase from 2016 as management expect they will be required to incur costs
associated with replacing blades (currently the cost of replacement blades for Windy Hill is at Ergon Energy’s 
expense). F
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Corporate assumptions
We have assumed the MSA will remain in place for the residual life of the Controlled Assets.

Debt assumptions
For the purpose of our valuation, we have considered the current terms of the Corporate Debt and have taken 
into account the likely refinancing terms at its maturity in June 2015: 

The Corporate Debt has been arranged relatively recently. We are of the view that the relevant terms would 
not be materially different to those a buyer could expect to negotiate at the date of the Proposed Schemes, in 
particular:

o the current margin appears reasonable. Whilst we consider that in the current market and having 
regard to TSIF’s portfolio of assets, it is possible that a slightly better margin could be negotiated with 
financiers, it is likely that a refinancing would incur transaction costs that would offset any upside on 
the margins.  The figures below set out debt margins implied by BBB rated bonds issued by 
infrastructure entities and debt margins negotiated in bonds recently issued by BBB rated30

Figure 18: Debt margins implied by the current yield to 

maturity of BBB bonds issued by infrastructure entities

entities 
(further details of this analysis are set out in Appendix 3).

Figure 19: Debt margins negotiated on recent issues of 

BBB bonds in the Australian market

Source: Thomson Reuters, Deloitte Corporate Finance analysis Source: Thomson Reuters, Deloitte Corporate Finance analysis

o the Corporate Debt was negotiated in conjunction with the Capital Structure Review which involved 
an equity injection and refinancing of the existing debt facilities. Given this occurred recently, we are 
of the view that there would be limited scope to achieve a more efficient (i.e. higher gearing) financial 
structure in the current market

o for the purpose of our analysis we have disregarded ‘change of control provisions’ which could 
prevent a buyer of TSIF from rolling over the existing Corporate Debt on the assumption that a 
hypothetical buyer would be able to replicate the existing debt structure. 

the funding mix of finite life assets (such as the Assets) tends to comprise progressively decreasing levels of 
debt whereby debt is usually repaid well ahead of the end of the asset life. This is because whilst margins 
tend to be relatively high over the entire life of the asset (which result in significant cash flows available to 
pay debt interest expenses), the diminishing residual life of the asset results in a loss of security that lenders 
can use to mitigate default risk. These dynamics are typically observed in project financing, which is a 
widely accepted structure to fund the development and ongoing funding needs of power generation assets.  
Accordingly, the Valuation Models assume a debt amortisation profile which reflects that typically 
implemented in project financing. In particular, it is assumed that any distribution to security holders will be 
subordinated to certain debt financing covenants (i.e. DSCR) being met. Based on this funding structure and 

30 We note that TSIF is not rated by any credit rating provider. A comparison with BBB rated bond issues should not be considered as an 
assessment of credit rating of TSIF or of its investments. The sole reason why we are referring to BBB rate debt instruments is due to the fact 
that a significant number of infrastructure investment vehicles appear to have a credit rating broadly comparable to a BBB credit rating. 
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on the production scenarios described above, it is assumed that the Corporate Debt Facility will be fully 
repaid in 2031, broadly in line with the expiry of the longest life PPA currently in place (Kemerton) but 15
years prior to the end of life of Controlled Assets.  We consider this assumption reasonable given that 
financiers would be reluctant to fund uncontracted cash flows

we have assumed a long term margin (i.e. the margin beyond 2015) on the benchmark rate of 200 bps for the 
Corporate Debt Facility. In forming a view on the long term margin, we have observed the historical 
margins of BBB rated bonds. We have then estimated the future benchmark rate based on the forecast swap 
curve of Australian Government bonds as at the current date. The figures below set out both these analyses

Figure 20: BBB Rated historical debt spread Figure 21: Forward bank bill swap curve

Source: Thomson Reuters, Bloomberg, Deloitte Corporate Finance 
analysis

Source:Deloitte Corporate Finance analysis

we note that TSIF has three interest rate swap arrangements, the latest of which expires in 2031 for a current 
balance of $466 million. For the purpose of our valuation, we have assumed these instruments to remain in 
place over the contracted life. For a number of years the interest rate swap arrangements result in a more 
onerous cost of debt (for the hedged portion of the Corporate Debt Facility) than that implied by our forward 
analysis above. We note that pursuant to these arrangements the projected cash flows of the Controlled 
Assets are not materially impacted by future cost of debt assumptions.

Tax assumptions
As discussed in Section 6.2, TSIF has implemented a tax structure aimed at allowing distribution of dividends to 
its security holders in a cost effective manner.  Given this structure is broadly similar to that adopted by other 
infrastructure investment vehicles, we have assumed the same tax structure would be used in the future and have 
consequently modelled cash flows to security holders in accordance with this structure.

The main implications of this assumption relate to the following:  

distributions from TSIF have three main sources:

o interest distributions from TSIT: the interest payments associated with the Intercompany Loan are 
received by the Trust and distributed untaxed to security holders. This source of income would then be 
taxed at the marginal tax rate of the individual security holder 

o capital repayments from the Trust: the principal repayments on the Intercompany Loan received by 
the Trust are distributed to security holders on a tax deferred basis

o dividend distributions from TSIL: these distributions are released franked or unfranked depending on 
the specific circumstances. 

dividends distributed to security holders are expected to be generated primarily from interest and principal 
repayments from the Intercompany Loan over the first half of the residual useful life of the Controlled 
Assets.  Given these proceeds are distributed out of TSIT, they are free of any corporate tax. Security 
holders are then taxed at their individual marginal tax rate (for the interest component) and have any tax 
consequence arising from the principal repayment of the Intercompany Loan deferred until realisation of 
their investment in TSIT
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because of the significant tax depreciation profile of the Assets and the interest payments on the 
Intercompany Loan, TSIL is expected to progressively accumulate tax losses which are then expected to be 
used during the rest of the life of the Assets.  The accumulation of tax losses results in relatively limited 
income tax being paid by TSIL. Based on the cash flow projections deriving from the above assumptions,
TSIL is not expected to commence generating taxable income until at least 2030. Given the long time frame 
before franking credits are expected to be distributed we have not considered any benefit potentially 
associated with the ability of TSIF security holders to use franking credits. Further discussion on this matter 
is set out in Appendix 2. TSIL has carried forward tax losses of $32 million at 31 December 2011. We have 
not attributed any value to tax losses because of the significant time before which any additional losses 
might be utilised and because of the uncertainty associated with the ability of any buyer of TSIF being able 
to utilise the acquired tax losses.

As a result of the above, the return to TSIF security holders is only marginally impacted by corporate tax.  

Our valuation of TSIF is based on the assumption that the current tax structure would be viable during the 
remaining life of the Assets. 

6.3.4 Valuation of the Non-Controlled Assets
The table below sets out our estimated fair market value of the Non-Controlled Assets together with implied 
valuation metrics deriving from our valuation.

Table 20: Summary of valuation of the Non-Controlled Assets

Ownership

Equity 
value
Low

($ million)

Equity 
value
High

($ million)

EV / 
EBITDA

Low

EV / 
EBITDA

High

EV/MW 
Low

($ million)

EV/MW 
High

($ million)

Loy Yang A 14.03% 49 87 8.5 9.3 1.35 1.48

BP Kwinana 30% 27 31 3.7 4.3 0.75 0.86

Water filtration assets 50% 28 30 7.8 8.0 n/a n/a

Source: Deloitte Corporate Finance analysis
Notes: 
1. EV is calculated as the sum of the equity value and the net debt position 

Our valuation of TSIF’s investment in the Non-Controlled Assets incorporates value attributable to various 
forms of equity interest in the Non-Controlled Assets held by TSIF, in particular:

Ordinary equity and loan notes in Loy Yang A

Partnership interest in BP Kwinana

Ordinary equity in Macarthur

Ordinary equity in Yan Yean

Below we describe in detail the key assumptions underlying of our valuation of these investments.

Valuation of 14% interest in Loy Yang A
Loy Yang A currently sells its generation output to the NEM on a merchant basis. The power plant has 
diminishing numbers of short term hedging arrangements expiring between 2011 and 2013 and has recently 
signed a long term base load electricity hedge agreement, commencing in 2014, with Alcoa’s Henry Point and 
Portland smelters until 2036. Supplying approximately 30% of the state’s electricity consumption, the plant 
represents a very significant component of the energy infrastructure for Victoria. The plant has a high carbon 
intensity, and as a large base load generator, is a high emitter of carbon.

Annexure A: Independent Expert’s Report continued
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Loy Yang A has been valued in accordance with the terms of the existing hedge agreements over the technical 
life of the plant, consistent with management plans (Loy Yang A has been assessed to have a residual technical 
life until 2048). The degree to which the output of Loy Yang A is exposed to NEM pool prices over the life of 
the asset together with the long term weighted average pricing assumptions assumed in the TSIF Models are set 
out in the following figure.

Figure 22: Generation exposed to NEM pool prices

Source: TSIF, Deloitte Corporate Finance analysis

The estimated unhedged revenue in the TSIF Models is based on pool prices forecast by independent market 
experts retained by Loy Yang A. The pricing assumption reflected in the model together with our considerations 
are set out in Section 6.3.4 above. The ability for carbon costs to pass through to wholesale prices under a cap 
and trade scheme is expected to be based on the average carbon intensity in the NEM. The most emissions 
intensive electricity generators are likely to be constrained in their ability to pass increased costs onto the NEM 
price pool. Due to its high carbon intensity Loy Yang A is expected to be exposed to significant carbon costs to 
the extent they cannot be passed through under existing or new hedge agreements.

Based on the CPRS announcements, the financial model also reflects a two tiered 10 year government 
compensation scheme under which Loy Yang A receives carbon permits (based on the ESAS outlined in the 
CPRS White Paper). 

There is no certainty as to what the carbon regime, or compensation arrangements for high emitters will be, and 
the degree to which carbon costs will be passed through to NEM pool prices is unknown. We have assumed 
ESAS fees are recovered at between 50% and 75% of the value forecast under the CPRS legislation to reflect the 
lack of clarity surrounding the existing carbon policy proposals and the degree to which carbon costs might be 
passed through under existing contractual arrangements. We have also considered the risk that the forecast pool 
prices in a carbon constrained environment will be lower for the reasons described in our discussion of electricity
pricing assumptions in Section 6.3.2 above. 

Loy Yang A is among the lowest short run marginal cost coal generators in the NEM. However, a carbon scheme 
with more adverse consequences on carbon pricing than those expected to result from CPRS 5% could 
potentially make the operations of Loy Yang A uneconomic.  

Due to the high level of gearing, assumptions as to carbon price and pass through have a significant influence on 
the equity value of Loy Yang A. In addition, while carbon policy uncertainty continues, providers of debt to high 
emitting brown coal generators are unlikely to allow equity distributions to occur until certain threshold debt 
reductions are achieved which further impacts the value of returns to equity holders.

In September 2010 TSIF announced that Loy Yang A had refinanced a $455 million tranche of the senior debt 
facility for a five year term. The terms of the new facility mean that surplus cash must be used to pay down the 
facility and therefore equity holders are not expected to receive distributions for approximately three years and 
equity distributions will continue to be limited until expiry of the facility or repayment of the debt. 
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For the purpose of our valuation we have assumed existing senior facilities retain their existing margins until 
refinance (the first tranche of refinancing occurs in 2012 and the balance matures in 2015). By the time of the 
refinance we assume debt is reduced from regular facility amortisation and the cash sweep, and a credit margin 
of 250 bps applies for the remaining term of the senior facilities. However, there is a risk the cash sweep may not 
be removed until debt amortises further and certainty around carbon policy is achieved.

Loy Yang A’s next refinancing is expected in November 2012 in connection with the maturity of a tranche of its 
project finance debt. The path to refinancing this tranche of debt is not without risks. Electricity spot prices have 
recently been weak in Victoria due to mild summer weather, high rainfall and, possibly, also as a consequence of
enhanced consumption efficiencies resulting from the introduction of automated remote metering. Should such 
low prices persist or deteriorate over the near term, the existing debt covenants may come under pressure. 
Furthermore, as other brown coal power generation plants in Victoria also have debt maturing in the short term, 
Loy Yang A will compete with them to source debt capital available for the electricity generation sector. 

If Loy Yang A is unable to successfully refinance existing debt facilities without additional equity being 
required, a downside scenario for TSIF may arise whereby TSIF is not able to participate in an equity injection 
required to support LYA funding. This could dilute or neutralise the value of its investment in Loy Yang A. On 
the other hand, this risk could also represent an upside for TSIF should it have sufficient capital to participate in 
any required capital raising to the extent that other equity holders do not participate. We note that the other 
equity investors in Loy Yang A have possible constraints which may prevent them from full participation in a 
potential capital raising:

TEPCO (32.5%) is currently dealing with numerous issues at its nuclear power plants in Japan as a result of 
the recent earthquake and tsunami. These issues are likely to place significant demands on capital available 
in the medium term thereby reducing the capital available for an equity injection in Loy Yang A

AGL Energy’s (32.5%) shareholding in Loy Yang A is capped by the ACCC at 35%. It would therefore be 
prevented from further increasing its shareholding in the company beyond these levels should any of the 
other shareholders not participate in an equity issue

MTAA (12.8%) has recently been reducing its exposure to infrastructure assets. Given the relatively higher
risk profile of Loy Yang A, is unlikely to have appetite to further increase its shareholding.

Should TSIF have sufficient funding to increase its investment in Loy Yang A and dilute other shareholders’
interests, it would have the opportunity to participate in a greater share of any upside to the valuation of Loy 
Yang A realised over time.

Loy Yang A has significant tax losses. Our valuation of Loy Yang A is based on the assumption that the current 
tax arrangements would remain in place and tax losses would be available for utilisation over the remaining life 
of the plant.

TSIF’s 14.03% interest in Loy Yang A has been valued in the range $49 million to $87 million. Net present 
values are calculated on a geared after tax basis using a nominal after tax discount rate of 15.0% - 18.0% for cash 
flows during the life of the plant and ESAS compensations assumed to be between 50% and 75% of the value 
forecast under the CPRS legislation.

The sensitivity to the selection of discount rate and ESAS compensation as a percentage of the total expected 
compensation under CPRS 5% is set out in the following table.

Table 21: Sensitivity to movements in CPI and discount rate (based on mid-point discount rate)

$million Discount rate sensitivity
                 
45 -1.5% -0.75% 16.5% +0.75% +1.5%

ES
A

S 
co

m
pe

ns
at

io
n 25.0% 53 48 44 40 37

50.0% 69 63 58 53 49
62.5% 77 71 65 60 55
75.0% 87 80 73 68 63
100.0% 104 96 89 82 77

Source: Deloitte Corporate Finance analysis

Due to the relatively high financial leverage of Loy Yang A, any appreciation in the underlying asset values over 
time would result in a significant appreciation in equity values.
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Figure 23: Loy Yang A valuation sensitivity (based on mid-point discount rate)  

Source: Deloitte Corporate Finance analysis

Valuation of 30% interest in BP Kwinana
The cash flow for BP Kwinana has been prepared in accordance with the existing terms of an Energy and 
Services Agreement (ESA) and PPA agreement with BP and Verve Energy respectively, both expiring in 2021. 
We have assumed the economic life of the plant to be in line with its extended design life of the plant which ends 
2036. 

Under the terms of the ESA and PPA a minimum amount of energy must be purchased by each of BP and Verve 
Energy and fuel costs are borne by the offtakers via an energy payment. 

As the plant provides base load power to the SWIS and is providing power and steam to BP’s co-located 
Kwinana refinery, we have assumed the plant will continue to generate cash flows under terms similar to the 
ESA and PPA from 2022 to 2036. Subsequent to the expiry of the contracts, BP Kwinana’s margins could 
deteriorate as the power station is expected to be less competitive compared with next generation plants
operating in 2021 and is subject to the risk that the plant output will not be recontracted.  

BP Kwinana has project debt facilities totalling approximately $6 million as at 31 March 2011 (on a 100% 
basis). Given that the majority of cash flows are underpinned by long term agreements with minimum capacity 
charges, it is reasonable to assume the capital structure might be optimised by increasing the level of debt. We 
have valued TSIF’s interest assuming BP Kwinana refinance at a 50% debt/equity ratio in 2011, amortising 
evenly over the remaining life of the contracts.

BP Kwinana’s profits are distributed to TSIF on a pre-tax basis because TSIF holds its interest in the asset 
through a partnership. We have valued BP Kwinana on an after-tax basis having regard for the tax profile of 
TSIF including the benefits of utilising tax losses that might be generated within TSIF. 

TSIF’s 30% interest in BP Kwinana has been valued in the range $27 million to $31 million. Net present values 
are calculated on a geared after tax basis using a nominal after tax discount rate of 10.0% - 11.0% for cash flows 
during the period of the ESA and PPA and 12.0% - 13.0% subsequent to the expiry of these contracts. The 
valuation includes a minority discount of 0% to 10% in accordance with our analysis in Section 6.3.2. 
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The sensitivity of the valuation to the selection of discount rate is set out in the following table.

Table 22: Sensitivity to movements in discount rate (based on mid-point discount rate)

$million

Discount rate sensitivity

-1.0% -0.5%

9.0% / 
10.5% /
12.5% +0.5% +1.0%

Equity value 30 29 28 28 27

Source: Deloitte Corporate Finance analysis

Note 1:Values in Table 22 do not agree to our value range because the valuation range includes assumptions other than CPI and discount rate

Water filtration assets

Valuation of 50% interest in Macarthur
Macarthur has been valued in accordance with the existing terms of the agreement with Sydney Water, expiring 
in 2030, after which Sydney Water has the right to purchase the asset for a nominal consideration. Under the 
terms of the agreement, revenue is calculated based on daily availability over the life of the agreement. There are 
no significant capital expenditures anticipated over the life of the project.

The tolling nature of the agreement together with the debt repayment profile and limited capital expenditure 
results in stable equity returns over the life of the contract. The debt facilities have been recently negotiated, 
concurrently with an extension to the term of the agreement. Accordingly, we have valued TSIF’s interest 
assuming the recent refinance terms result in a capital structure and cost of debt that reflect terms achievable in 
the current market.

Valuation of 50% interest in Yan Yean
Yan Yean has been valued in accordance with the existing terms of the agreement with Melbourne Water, 
expiring in 2020, after which the asset will either be transferred to Melbourne Water or demolished. Under the 
terms of the agreement revenue is calculated based on daily availability over the life of the agreement. Yan Yean 
has no project specific finance. There are no significant capital expenditures anticipated over the life of the 
project.

The tolling nature of the agreement together with the limited capital expenditure results in stable equity returns 
over the life of the contract. Yan Yean’s capital structure might be optimised by increasing the level of debt, 
however, any assumptions we make regarding the appropriate capital structure of Yan Yean will not make any 
noticeable impact on the value of TSIF. We also note that TSIF does not control Yan Yean and may not be able 
to influence decisions regarding the company’s capital structure. Accordingly, we have valued TSIF’s interest 
assuming no adjustment will be made to the capital structure.

Valuation of Water Filtration Assets
TSIF’s 50% interest in the Water Filtration Assets has been valued in the range $28 million to $30 million. Net 
present values are calculated on a geared after tax basis using a nominal after tax discount rate of 8.5% - 9.5%. 
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The sensitivity to the selection of discount rate is set out in the following table.

Table 23: Sensitivity to movements in discount rate (based on mid-point discount rate)

$m
Discount rate sensitivity

-1.0% -0.5% 9.0% +0.5% +1.0%
Equity value 31 30 29 28 27

Source: Deloitte Corporate Finance analysis

6.3.5 Market evidence  
The table below sets out the earnings and power generation capacity multiples implied by our valuation.

Table 24: Valuation of Power Generation Assets – Implied multiples  

TSIF
Low

$million

TSIF 
High

$million

EV / 
EBITDA

FY11
Low

EV / 
EBITDA

FY11
High

EV / 
EBITDA

FY12
Low 

EV / 
EBITDA

FY12
High

$
million / 

MW
Low

$
million / 

MW
High

Controlled Assets 184 207 7.3 7.6 7.2 7.5 0.82 0.85 
Loy Yang A 49 87 8.5 9.3 7.0 7.7 1.35 1.48
BP Kwinana 27 31 3.71 4.31 4.91 5.61 0.75 0.86
Water filtration assets 28 30 7.8 8.0 n/a n/a n/a n/a 

Source: Valuation Models, Deloitte Corporate Finance analysis
Note:  
1. From FY13 onwards, BP Kwinana is expected to generate significantly lower earnings compared to FY11. As a result, the forecast FY11 

EV/EBITDA multiple for this asset is relatively low.  

We have compared the earnings and generation capacity multiples implied by our valuation of the Assets with 
multiples observed in transactions and listed companies involved in operations in the electricity and water 
filtration industries. 

There are a number of limitations to the interpretation of these multiples since finite life assets may have 
different useful lives (for instance, our valuation of Collinsville implies a relatively low multiple also because of 
our assessment of the remaining economic life of this asset) and there may be differences in plant type, 
contractual arrangements, capacity factors, operating margins and carbon intensity.  As discussed in Section 
6.3.2, these features are of significant relevance to value finite life assets such as power plants and water 
filtration assets that are subject to fixed term concessional arrangements.  Furthermore, we did not identify any 
trading companies or transactions comparable to the Water Filtration Assets. 

We have considered a large number of comparable listed companies and transactions and our selection of 
comparable listed companies is based on similar criteria used for the estimate of beta in Appendix 2 (further 
details of these companies and transactions are set out in Appendix 4 and Appendix 5, respectively). However, 
for the purpose of this analysis, we have removed companies operating power transmission and distribution 
assets from our analysis and have limited the selection to companies purely exposed to power generation.  In 
assessing the reasonableness of the implied multiples, we have considered the following:

the relative value of the transactions or the relative size of the comparable companies

the range of services offered by each of the companies

the specific characteristics of the portfolio of power generation assets owned by the companies being 
acquired or listed.F
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As presented in the tables below, the implied multiples deriving from our valuation are broadly consistent with 
those recently observed in the market.

Table 25: Comparable share trading multiples

Company Country

Enterprise 
value1 

($million)

EBITDA 
times 

(current)

EBITDA 
times 

(forward)

Australian Generation
Transfield Services Infrastructure Fund Australia 824 9.4x 9.0x
Redbank Energy Group Australia 273 n/a n/a

Australian Renewable/’Clean’ Energy Generation
Energy Developments Australia 775 5.5x 5.1x
Infigen Energy Australia 1,418 8.5x 7.6x

Australian Vertically Integrated Energy Retailers
AGL Energy Australia 6,700 8.7x 8.0x
Origin Energy Australia 17,596 10.3x 7.8x

International Energy Generation Companies
Contact New Zealand 6,633 10.1x 8.7x
TrustPower New Zealand 4,128 11.0x 10.0x
TransAlta Corp Canada 9,126 9.2x 8.8x
Cleco Corporation US 3,278 8.1x 7.9x
Portland General Electric Company US 3,442 6.5x 6.3x
Capital Power Corporation Canada 4,208 8.3x 7.6x
Algonquin Power & Utilities Corp. Canada 910 8.9x 6.7x

International Renewable/’Clean’ Energy Generation
ERG Renew S.p.A Italy 560 7.0x 5.5x
Innergex Renewable Energy Inc. Canada 988 9.0x 8.4x
EDF Energies Nouvelles France 10,489 11.5x 9.2x
Theolia France 23,404 7.6x 5.8x
Iberdrola Renovables Spain 9,006 10.1x 8.8x
EDP Renovaveis Spain 622 9.2x 7.9x
  
Source: Thomson Reuters, company annual reports
Notes:
1. Enterprise values converted to AUD as at 31 March 2011

Earnings multiples observed for listed comparable companies refer to market observations as at 31 March 2011 
and to forecast EBITDA estimated by market consensus for the current financial year. The net debt position used 
to derive the relevant enterprise values refers to the latest financial position available. We note that trading of 
listed securities would typically reflect minority parcels of securities being exchanged on the market. 
Accordingly, the valuation multiples set out in the table above do not incorporate a premium for control. 
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The relatively high EV/EBITDA multiple implied by the current market capitalisation of TSIF (which at the date 
of this report is trading at only a 7% discount to the Offer Price) reflects the fact that equity research analysts 
provide forward earnings estimates consistent with TSIF’s income statement reporting, including a share of 
equity earnings of Non-Controlled Assets. In addition, forward earnings estimates from Loy Yang A are low 
because it is not expected to pay distributions in the immediate future.

The table below sets out the implied multiples observed in acquisition of assets and/or companies recently 
completed.   

Table 26: Energy generation transactions (Australia)

Date Target Company/Project Asset type
%

acquired
EV / 

EBITDA

Price per 
MW ($ 

million)
 

Coal-fired plants
Mar-11 Eraring Power Station  (Eraring gentrader contracts) BCFPS 100% n/a $0.32 
Mar-11 Mt Piper and Wallerawang Power Stations (Delta Western 

Gentrader contracts)
BCFPS 100% n/a $0.22 

Mar-07 Loy Yang A Power station BrCFPS 5% 12.6x $1.57 
Jul-06 Loy Yang A Power station BrCFPS 9% 10.6x $1.05 

Gas-fired plants
Pending Kwinana Power station CCGT 20% n/a n/a 
Oct-10 Kwinana Power station CCGT 30% 16.4x $2.09 
Sep-10 Cawse Power Station CCGT 100% n/a $0.83 
Aug-09 Braemar 2 OCGT 25% n/a $1.17 
Mar-09 Kwinana Power station CCGT 50% n/a $1.38 
Dec-08 Kwinana Power station CCGT 20% n/a $1.69 
Nov-08 NewGen Power Neerabup Pty Ltd OCGT 50% n/a $1.28 
Aug-08 Tamar Valley Power Project CCGT 100% n/a $1.39 
Jul-08 NewGen Power Uranquinty Pty Ltd OCGT 100% n/a $1.09 
Jul-08 Ecogen power generation business mixed 73% n/a $0.24 
Dec-07 Braemar power station OCGT 15% n/a $0.96 
Dec-07 Uranquinty power station OCGT 30% n/a $1.04 

Renewables
May-10 Mt Millar wind farm Wind farm 100% 13.0x $2.73 
Apr-10 Infigen Energy Limited (French wind farm assets) Wind farm 100% 22.1x $1.84 
Feb-10 Innergex Renewable Energy Inc. mixed 100% n/m $1.06 
Nov-09 Energy Developments Ltd OCGT/ Gas thermal 80% 7.3x $1.63 
Nov-07 Windy Hill (QLD), Starfish Hill, Toora (VIC) and Mt Millar 

(SA)
Wind farms 100% 12.0x $2.42 

Apr-07 Wattle Point Wind Farm Wind farm 100% n/a $2.47 

Source: Deloitte Corporate Finance analysis
Note:
1. BCFPS=Black coal-fired power station; BrCFPS=Brown coal-fired power station.

EV/EBITDA multiples observed in historical transactions are derived by taking into account the consideration 
paid and the latest EBITDA of the acquired company/asset disclosed prior to the announcement of the 
transaction. 

Multiples observed in comparable transactions reflect consideration paid and are expressed in nominal terms at 
the date of the acquisition. There may be an argument to adjust these multiples to reflect inflationary and real 
growth since the transaction date. Our estimated multiples do not take into account such adjustments. 

The relatively high multiple implied by the sale of Mt Millar in 2010 ($2.7m/MW) reflected better economies of 
scale and a capacity factor for this wind farm which is considerably higher than that of Windy Hill (25.7%),
Toora (32.8%) and, to a lesser extent, Starfish Hill (34.5%).
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6.4 Other assets and liabilities

6.4.1 First rights of refusal on the Wind Farm Development Projects  
Pursuant to the terms of the MSA, TSIF has a first right of refusal over TSE’s Wind Farm Development Projects. 
That is, should TSE elect to dispose of its Wind Farm Development Projects, TSIF would have the first right to 
acquire these projects at the price designated by TSE. Given TSE’s ability to set the price at which to dispose of 
its investments, it is arguable this price will be in line with the market value of the underlying projects. That is, 
TSIF has the first right to purchase in the future certain assets at market value. 

We are of the view that in principle, a right to purchase an asset at market value has no intrinsic value unless 
there is shortage of opportunities to participate in the bidding process for assets in this class. Based on current 
market conditions, the financial position of TSIF and its cost of capital as reflected in recent share trading it is 
unlikely that TSIF could realise any material benefit from this right in the foreseeable future. Indeed, TSIF was 
unable to exercise its rights of first refusal for Barn Hill and Crows Nest due to its inability to finance these wind 
farms. Accordingly, we have concluded that this right is of no value for the purpose of our valuation.

6.4.2 Surplus cash
Our valuation of the Assets is based on cash flow projections commencing 1 July 2011. At the Valuation Date
TSIF’s forecast cash balance of approximately $21 million has not been included in the cash flow projections.

6.5 Securities outstanding
Our valuation of a TSIF security is calculated based upon the 438.8 million stapled securities outstanding at the 
date of this report. A summary of the capital structure and shareholding is set out in Section 4.4. There are no 
options or other securities outstanding that could have the effect of diluting the valuation of a TSIF security.  

6.6 Share trading analysis  

6.6.1 Approach
In order to assess the reasonableness of our estimate of the fair market value of a TSIF security, we have 
compared our assessed fair market value to recent trading in TSIF securities.

The market can be expected to provide an objective assessment of the fair market value of a listed entity, where 
the market is well informed and liquid. Market prices incorporate the influence of all publicly known 
information relevant to the value of an entity’s securities (on a minority basis).
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The historical trading performance of TSIF securities has also been compared to our estimate of fair value in the 
graph below.

Figure 24: Historical trading performance of TSIF securities shares to 9 May 2011 compared to our estimated valuation 

range and the Offer Price  

Source: Thomson Reuters, Deloitte Corporate Finance analysis

The table below sets out a more detailed analysis based on volumes and trading during relevant periods.

Table 27: Recent VWAP of TSIF shares (as at 9 May 2011)  

VWAP 
($)

Low          
($)

High          
($)

Volumes
(total / 
million)

Volumes
(Daily 

average / 
million)

31 March 2011 to 9 May 2011 0.80 0.76 0.84 105.3 4.0
30 March 2011 0.62 0.59 0.65 2.1 2.1
1 week to 30 March 2011 0.60  0.55 0.65 4.1 0.8 
1 month to 30 March 2011 0.56 0.52 0.65 21.5 1.1
3 months to 30 March 2011 0.58 0.52 0.65 47.9 0.8
6 months to 30 March 2011 0.61 0.52 0.68 85.1 0.7 

Source: Thomson Reuters, Deloitte Corporate Finance analysis

Our estimated valuation range (as at 30 June 2011) implies a premium to recent TSIF security trading, in 
particular: 

a premium of 13% to 39% to the TSIF security VWAP on the day before the Announcement Date

a premium of 25% to 54% to the TSIF security VWAP for the month before the Announcement Date

TSIF’s security price traded in a relatively small range for the six months to the Announcement Date. Over this 
period TSIF’s securities have generally underperformed the ASX 200 index, primarily driven by weaker 
electricity and REC prices. Further analysis of the recent trading in TSIF securities is provided in Section 5.7. 
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Whilst we consider that TSIF’s securities trading prices during the period immediately before the Announcement 
Date is a reliable indicator of market value of TSIF’s securities, we note that minority parcels of shares 
exchanged on-market (such as TSIF’s securities traded on the ASX during the period before the Announcement 
Date) would typically trade at a discount to the full underlying value of the relevant entity.

Minority discounts observed are generally in the range of 15% to 30%. The level of premium implied by our 
valuation (which is on a control basis) to the most recent TSIF security trading prior to the Announcement Date
is broadly consistent with this range.  The existence of a major shareholding block which may be perceived to 
control TSIF (TSIF has a 43.8% holding in TSIF) could support the magnitude of this discount.

Accordingly, we are of the view that the pre-Announcement Date TSIF security trading is supportive of our 
selected valuation range and consider that the relatively high premium implied by our valuation range is 
reasonable. 
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7 Evaluation of Ancillary Transactions
7.1 Scope of opinion
As set out in Section 2, the Independent Directors have requested Deloitte Corporate Finance to provide our 
opinion as to the following additional matters:

whether or not anything has come to our attention that causes us to believe that:

- the Proposed Ancillary Transactions between Ratch and TSE are not on arm’s length terms; or

- the consideration payable under the Proposed Ancillary Transactions constitutes the receipt by TSE of a 
collateral benefit for the purposes of the Act as interpreted by GN21 

confirmation that nothing has come to our attention in respect of the Proposed Ancillary Transactions that 
would cause us to qualify the conclusions reached in this report in relation to the Proposed Schemes.

We set out in Section 2.2.2 the detailed framework that we have used in evaluating the Proposed Ancillary 
Transactions.

7.2 Details of the Proposed Ancillary Transactions
We understand that in addition to the transaction via which Ratch will acquire the securities of Public 
Securityholders, Ratch and TSE will enter into a number of related and inter-conditional agreements.

TSE Sale
Ratch will acquire an additional 23.8% interest in TSIF from TSE at the time of the Proposed Scheme such that 
TSE will hold a 20% voting interest in TSI (the TSE Sale Securities). At the six and twelve months following 
implementation of the Proposed Schemes Ratch will acquire these convertible notes subject to certain 
adjustments.  Following the TSE Sale, TSE’s security holding in TSIF will be reduced to 20.0%31

We understand that the TSE Sale is intended to align the interests of Ratch and TSE by ensuring that TSE is at 
risk during the ownership transition period and to facilitate internalisation of the management of TSIF.  

although its 
economic interest in TSIF will be greater during the time in which it will hold the convertible notes.

Development Projects Transaction
TSIF will acquire TSE’s portfolio of development projects and opportunities upon implementation of the 
Proposed Schemes for $25 million (Development Projects Transaction).  The first payment of $10 million will 
be made on implementation.  The second payment of $5 million becomes payable on reaching development 
approval for one of the development projects. The third payment of $5 million becomes payable on the earlier of 
one opportunity entering into a power purchase agreement or first draw down under the project financing 
arrangements (Financial Close).  The fourth and final payment (of $5 million) is triggered once a second project 
has reached Financial Close. The conditions for the payment of the second, third and fourth payments must be 
met in the first 2 years post implementation of the schemes, failing which TSI will be released from the 
obligation to make those payments. 

TSE is also entitled to recover a proportion of the costs that it incurs in relation to the portfolio of development 
projects between the date of the signing of the ‘Transaction Framework Agreement’ (2 May 2011), which 
amongst other things, sets out the terms of the TSE Sale, and the scheme implementation date, which is expected 
to be the Settlement Date (Additional Development Projects Expenditure).  TSE management have estimated 
these costs to be $1.5 million. 

As part of the arrangements pertaining to the Development Projects Transaction, TSIF will offer employment to 
certain TSE employees involved in the development of the projects. 

31 It is a condition of the TSE Sale that no TSIF securities will be issued in the period preceding the implementation date of the Proposed 
Schemes or between the date of implementation of the Proposed Schemes and the completion of the TSE Sale. 
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OMAA Amendment
TSE will continue to provide operations and management services in accordance with the OMAA to TSIF in 
respect of the existing portfolio of assets for the remainder of the contract term of approximately 21 years,
subject to the right of TSIF to reset the terms or seek an alternative supplier as part of a market testing process as 
more fully detailed below. 

Transitional Services Agreement
The existing management services arrangements between TSE and TSIF (MSA) will be replaced with a 
transitional services agreement (Transitional Services Agreement) with a 3 year term that will facilitate the 
continuing provision of management services while TSIF builds its own capability to manage its own activities.  
TSE will receive no payment to compensate it for the cancellation of the MSA.

7.3 Arm’s lengths terms

7.3.1 The relationship between the parties
Ratch was founded in March 2000 and is listed on the Stock Exchange of Thailand. It has a mandate to invest in 
power generation businesses. The company’s major shareholder is Electricity Generating Authority of Thailand,
which hold 45 percent of the company.

Ratch is unrelated to and has no direct or indirect financial interest in TSE.  Ratch has undertaken extensive due 
diligence in relation to both the Proposed Schemes and the Proposed Ancillary Transactions, which would 
suggest that it has carefully considered the merits of the transactions and the consideration to be paid in respect 
of this transaction. During this period Ratch has been assisted by external financial advisers. 

7.3.2 Genesis of the transaction between the parties
In mid 2009, TSIF began a capital structure review to examine a broad range of options aimed at maximising 
value for securityholders, including:

the sale of individual assets or the entire portfolio  

co-investment on new developments

joint ventures on existing assets.

As a result of the process, TSIF disposed of a wind farm asset, raised equity to reduce net debt and secured an
extension of maturity on TSIF’s corporate debt facility to May 2015. Notwithstanding these initiatives, the TSIF 
security price has continued to remain significantly below the price at which it listed in 2007.

Following conclusion of the aforementioned process, the Board formed the view that a transaction involving the 
sale of either substantially all the assets or securities of TSIF was likely to maximise value for securityholders.
The Board therefore entered into further negotiations with certain bidders who had previously expressed interest 
in acquiring TSIF as a whole.  Following a competitive bidding process and lengthy negotiations in relation to 
the terms of the transaction, Ratch and TSIF entered into the Scheme Implementation Agreement on 2 May 2011 
to take TSIF private. 

The Proposed Ancillary Transactions form an integral part of the Proposed Schemes and provide for, amongst 
other things, ongoing operational and maintenance support services to TSIF.  

7.3.3 Conclusion  
Based on the information made available to us, which included discussions with representatives of TSIF, nothing 
has come to our attention that would cause us to believe that Ratch and TSE are not dealing at arm’s length. 
Notwithstanding that we are of the opinion that the parties are acting at arm’s length, we have considered the
Proposed Ancillary Transactions to assess whether the consideration payable or the benefits provided by Ratch 
under each agreement could possibly constitute the receipt by TSE of a collateral benefit. 
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7.4 Analysis of each of the Proposed Ancillary 
Transactions 

7.4.1 TSE Sale
As noted in Section 1, Ratch will acquire an additional 23.8% interest in TSIF in two equal tranches from TSE 
pursuant to the TSE Sale.  The price of the securities in each tranche is calculated in accordance with a formula 
that limits the amount that TSE will derive from the TSE Sale to:

the price that is to be received by Public Securityholders in the Proposed Schemes

an accrued distribution of $0.041 per six month period per security to a maximum of $0.082 (the 
distribution will be reduced if the security is held for only part of the period).

The price of the securities in each of the above tranches will be reduced for adjustments relating to additional 
operating expenses, capital expenditure or forgone revenue and costs as a result of reduced availability that TSIF 
incurs beyond certain agreed levels during the Holding Period (the Adjustment Mechanism).  

Furthermore, we note that pursuant to the TSE Sale, TSE is to be issued with convertible notes in exchange for 
23.8% of TSE’s interest in TSIF, which are expected to pay interest during their holding period. Any distribution 
in respect of the TSE Sale Securities and interest on these convertible notes will result in an downward 
adjustment to the price formula explained above which, de facto, would neutralise any return TSE will be able to 
realise on top of that deriving from the planned accrued distributions totalling $0.082 as per the pricing formula 
explained above. Ultimately, the overall economic outcome that TSIF will be able to realise from the TSE Sale 
(including any distribution made by TSIF between signing and the scheme implementation) are expected to be 
capped at $0.85 plus an annual distribution of $0.082. The accrued distribution has been determined having 
regard to guidance that TSIF had previously provided to the market for the 2012 financial year (prior to 
announcement of the Proposed Schemes) and is not inconsistent with historical distributions.  We are therefore 
of the opinion that the accrued distribution does not provide TSE with any collateral benefit as it is priced into 
the pre-announcement security price and therefore reflects an appropriate market based distribution for TSIF 
securities.

The Adjustment Mechanism exposes TSE to the possibility that it may receive less than the price that is being 
paid to Public Securityholders in the Proposed Schemes (setting aside the accrued distributions) because of the 
downside exposure that is creates for TSE32

In the event that TSE is unable to remedy any adverse operational performance within a twelve month period 
following implementation of the Proposed Schemes, the purchase price that is to be paid to TSE will be reduced.  
TSE may at this stage elect to defer completion of the sale of the second tranche until a time no later than three 
years following implementation of the Proposed Schemes.  Should TSE not exercise its right of sale within this 
period, Ratch will no longer be obliged to acquire the second tranche of securities.

.

Conclusion 
As TSE will receive no more but may receive less than the price that is being paid to other securityholders in the 
Proposed Schemes (setting aside the accrued distribution which represents a reasonable rate of return for holding 
the securities), we are of the opinion that no collateral benefit is being provided to TSE under the terms of the 
TSE Sale. Accordingly, we have concluded that the value of the consideration to be received by TSE under the 
terms of the TSE Sale (including also the convertible notes) is not greater than $0.85 as at the Valuation Date. 

Further details in relation to the TSE Sale are contained in Section 9 of the Scheme Booklet. 

7.4.2 Development Projects Transaction
Under the Development Projects Transaction, TSIF will acquire the following assets:

32 TSE does not receive a higher price for its securities if the business exceeds performance expectations.
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13 wind farm development projects throughout Australia (Wind Farm Development Projects)

a wind farm and thermal development team

a list of identified thermal opportunities which are capable of further development.

The consideration payable includes an up-front payment of $10 million (Upfront Consideration) plus a further 
$5 million being contingent on reaching development approval for one of the development projects, a further 
$5 million being contingent upon the earlier of one opportunity entering into a power purchase agreement or 
reaching Financial Close, and a further $5 million being contingent on reaching Financial Close of another 
project (collectively the ‘Purchase Consideration’). The conditions for the payment of the second, third and 
fourth payments must be met in the first 2 years post implementation of the schemes, failing which TSI will be 
released from the obligation to make those payments. TSE is also entitled to recover the Additional Development 
Projects Expenditure.  We refer to the Upfront Consideration and the Purchase Consideration, respectively, 
together with the Additional Development Projects Expenditure, as the ‘Total Upfront Consideration’ and the 
‘Total Purchase Consideration’. 

Wind Farm Development Projects
TSE owns wind farm development projects in various locations in Australia. The majority of these development 
opportunities were indirectly acquired for $3 million from the Queensland Government in 200733

Table 28: Summary of Wind Farm Development Projects  

. Two of the 
acquired projects, being projects at Barn Hill and Crows Nest, were subsequently sold to third parties for 
$9 million in total. A new project, Mt Emerald wind farm, has since been added to the portfolio. A summary of 
the Wind Farm Development Projects is set out in the table below. 

Location Priority

Indicative 
installed 
capacity

(MW)

Estimated 
project 

development 
costs

($million)

Total 
capitalised 

costs to 
1 March 2011

($ million)
Stage of 

development

High Road QLD High 40 100 3.1 Development

Collector NSW High 225 563 1.3 Development

Mt Emerald QLD High 160 400 0.5 Development

Ben More VIC High 120 300 0.9 Pre-feasibility

Baynton VIC High 150 375 2.9 Pre-feasibility

Kulpara SA Medium 100 250 0.4 Concept 

Kongorong SA Medium 120 300 0.5 Concept 

Mount Hill SA Medium 80 200 0.2 Concept 

Crediton QLD Medium 40 100 0.1 Concept 

High Country QLD Low 40 100  -   Concept 

Bowen QLD Low 100 250 0.2 Concept 

Brennans Bridge WA Low 50 125 0.1 Concept 

Windy Hill 2 QLD Low 15 38 0.2 Concept 

Total 1,240 3,101 10.3 

Source: TSIF

33 This transaction was structured so that TSIF purchased from entities associated with the Queensland government the wind farm 
development projects and a portfolio of operating wind farms including Windy Hill, Toora and Starfish Hill for a total consideration of $450 
million. TSIF, immediately after, sold the wind farm development projects to TSE. Whilst TSIF and TSE public announcements at the time 
of this transaction reported an acquisition price for the wind farm development projects of $10 million, we note that since some of the joint 
venture partners in these projects exercised first rights of refusal over some of these projects, only a portion of the projects were ultimately 
acquired by TSE. The consideration paid by TSE for the acquired projects was $3 million.
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As set out in the above table, TSE has identified that five of the projects (High Road, Collector, Mt Emerald, 
Baynton and Ben More) are likely to generate attractive rates of return based on their relatively high wind speeds 
and high capacity factors.  These projects are accordingly categorised as high priority.

The high priority projects also represent the projects whose development has progressed most since acquisition.  
The key development activities undertaken by the project development team to date include community 
consultation, environmental and pre-feasibility studies, development application submissions, wind monitoring, 
site design, grid connection activities, project construction and O&M services tendering and financial and 
economic analysis. As set out in Table 28, the total cost of the development projects at 1 March 2011  amounted
to approximately $10.3 million with the vast majority of the investment relating to the high priority projects. In 
addition, TSE has advised that it has incurred additional costs of $1.2 million between 1 March 2011 and 2 
May 2011. 

Given their relative importance, below we set out a brief description of the high priority Wind Farm 
Development Projects.

Table 29: Summary of High Priority Wind Farm Development Projects

Project Description

High Road The High Road wind farm has had wind monitoring on site since 1998 and secured its land 
under the feasibility agreements, with strong community support. High Road wind farm is the 
most advanced project in the portfolio, having lodged a development application to 
Tablelands Regional Council, completed all major environmental studies with no adverse 
findings and commenced the process of sourcing an off-take agreement. 
High Road wind farm is estimated to have a capacity factor of up to 38%, with wind speeds 
measured at 7.9m/s. It will connect into a 66kV line less than 2km to the east of the site.
TSE is part of two shortlisted consortia for the Brisbane City Council green energy supply 
tender, which if successful will be expected to deliver a 20 year off-take agreement at 
approximately $120/MWh.
TSE is expected to commence construction of High Road wind farm at the end of 2011 or 
early 2012 (21 month construction period) with operations expected to commence in late 2013 
or early 2014.

Collector wind farm The Collector wind farm has had wind monitoring on site since 2002 and secured its land 
under the feasibility agreements. Collector wind farm has lodged a preliminary application to 
the NSW Department of Planning in September 2010 and is expected to submit a 
development application in 1H2011. An enquiry into grid connection was made in December 
2010, with the application for grid connection currently in progress. It has completed all 
environmental studies with no adverse findings. 
The wind speeds measured at Collector wind farm are 7.5m/s. It is expected to connect into a 
330kV line which passes through the northern end of the site.
TSE is expected to commence construction of Collector wind farm in mid 2012 (24 months 
construction period), with operations expected to commence in mid to late 2014. 
Collector wind farm has an organised community objection towards the project; however the 
broader community sentiment is positive.

Mt Emerald wind farm The Mt Emerald wind farm has had wind monitoring on site since 2010 and secured its land 
under a long term lease and joint development agreement with Port Bajool Pty Limited. Mt 
Emerald wind farm has commenced environmental and planning studies and is expected to 
lodge a full development application by late 2011 or early 2012. 
The wind speeds measured at Mt Emerald wind farm are 7.7m/s. It is expected to connect into 
a 275kV line which crosses the site.
TSE is expected to commence construction of Mt Emerald wind farm in late 2012 or early 
2013 (24 month construction period) with operations expected to commence in early 2015.

Ben More and Baynton 
wind farms

The Ben More and Baynton wind farms have had wind monitoring on site since 2001 and 
secured their land under feasibility agreements. While both wind farms have commenced 
environmental and planning studies, the timing of development remains uncertain due to the 
Victorian state regulatory environment. 

Source: TSIF
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At this stage it is expected that the High Road project will have received all development approvals by 
30 June 2011.  There is also a reasonable prospect of the Collector wind farm receiving the necessary 
development approvals by the end of the first quarter of 2012.

Assessment of whether there is a collateral benefit to TSE
In assessing whether the consideration payable to TSE for the Development Projects Transaction represents a 
collateral benefit, we have undertaken both a quantitative and a qualitative analysis.

Quantitative analysis 
The Wind Farm Development Projects represent the key assets within the Development Projects Transaction 
portfolio.  Whilst some value could be ascribed to the development team and to the other thermal opportunities, 
we are of the view that these values would not be material for the following reasons:

the pool of potential buyers for the wind farms would include entities capable of developing the underlying 
assets.  It is unlikely that these entities would be willing to attribute a material amount to the development 
capabilities of the existing team

the list of thermal opportunities comprises brownfield expansion projects which are at a very early stage of 
consideration.  Limited work has been done to assess whether there is any merit in pursuing the
opportunities and whether TSE will be able to secure the necessary legal rights and consents to exploit the 
opportunities.

We have assessed whether TSE is receiving a collateral benefit from the sale of the development projects by 
estimating the fair market value of these projects as at the Valuation Date and comparing the resulting amount 
with the consideration receivable under the terms of the Development Projects Transaction.  It is unlikely that 
there is a collateral benefit being provided to TSE if the fair market value of the development projects exceeds 
the consideration receivable by TSE. 

The Wind Farm Development Projects set out in Table 28 relate to early stage projects with a significant number 
still at conceptual/pre-feasibility phase. Given the limited information available in respect of the feasibility of 
and potential cash flow projections relating to these projects34

We have identified a number of transactions which we have used for benchmarking purposes. We note that there 
are significant variances in the multiples implied by the comparable transactions because of the differing cost 
structures, scale and efficiency factors, stages of development, capital cost estimates, and dates relating to each 
transaction. 

, we are of the view that the most appropriate 
approach to assess the current fair market value of the Wind Farm Development Projects is by having regard to
implied valuation metrics observed in market transactions involving projects broadly comparable to the Wind 
Farm Development Projects. 

The table below sets out valuation multiples (in particular, $/MW and $/cost incurred multiples) implied by 
relatively recent transactions of wind farm development projects broadly comparable to the Wind Farm 
Development Projects. We have categorised comparable transactions into three categories according to the stage 
of development:

Development – projects in this stage can have all or a few of the following in-progress/completed; pre-
feasibility report; development application; environmental assessments; secured land; connection 
application and initial PPA discussions. The Development category covers a wide spectrum of projects from 
the conceptual stage to those projects where pre-feasibility and development applications have been 
completed

Consented – projects in this stage will have obtained development approval, signed connection agreements, 
received indicative offers for a PPA and land leases prepared for execution

Close and/or construction phase– projects in this stage will have all project documents executed and 
approved and commencement of construction is near or has begun.

34 TSE has built long term financial projections only for the most advanced projects, High Road, Collector and Mt Emerald. These models 
have been developed for internal use purposes only. Given the uncertainty around the relevant cash flow projections, the significant 
sensitivity to the assumed REC and electricity price, discount rate and financial structure selected, we are of the view that the application of a
discounted cash flow methodology to assess the fair market value of these projects may be misleading. 
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Table 30: Wind farm development projects transactions (Australia)

Date Target Company/Project
Deal value 
($ million)

%
acquired

$
million 
per MW

$ million 
per cost 

spent
 

Wind Farm Development Projects – Close and/or construction phase
Apr-10 Collgar wind farm n/a 100% n/a n/a
Oct-09 Hallet 4 wind farm 88 100% 0.67 0.59
Aug-08 Hallet 2 wind farm 59 100% 0.83 1.40
Jun-08 Bald Hills wind farm n/a 100% n/a n/a

Wind Farm Development Projects - Consented
Mar-11 Silverton wind farm 17 25% 0.07 n/a
Jun-09 Barn Hill & Crows Nest wind farms 9 100% 0.07 3.00
May-09 Wind Power Pty Ltd1 42 100% 0.03 n/a
Dec-07 Epuron Pty Ltd 5 100% 0.06 n/a

Wind Farm Development Projects – Development
Dec 08 Oaklands Hill wind farm &  Coopers Gap wind farm 14 100% 0.03 n/a
Jul-08 Crows Nest2 wind farm, & Ben Lomond wind farm & World's 

End wind farm
11.5 100% 0.02 n/a

Source: Mergermarket, company websites, Deloitte Corporate Finance analysis
Notes: 
1. Wind Power Pty Limited included a number of wind farm projects for a total potential installed capacity of 1,460MW at various stages of 

development
2. The Crows Nest wind farms referred to in the ‘Crows Nest & Ben Lomond & World’s End transaction are not the same wind farms as those 

referred to in the ‘Barn Hill & Crows Nest’ transaction. 

In respect of the above identified market transactions, we observe the following:

as each of the above transactions include one or more projects with development approval35

Table 28

, none of the 
above transactions represents an appropriate benchmark for the valuation of the Wind Farm Development 
Projects classified as being within the ‘Conceptual’ stage in . The observed transactions have all 
occurred at $/MW multiple greater than $0.02 million /MW. Accordingly, it would appear that a $/MW 
multiple of less than $0.02 / MW should be applied for the purpose of valuing less advanced Wind Farm 
Development Projects 

transactions classified within the ‘Development stage’ category show implied $/MW multiples between 
$0.02 million and $0.03 million and include projects that are broadly comparable to the Wind Farm 
Development Projects classified within the ‘Development’ stage in Table 28. Projects classified within the
‘Pre-feasibility’ stage in Table 28 appear to be at a less advanced stage of development

with the exception of the transaction involving Wind Power Pty Limited, the projects in the ‘Consented’
segment appear to be at a more advanced stage of development than any of the Wind Farm Development 
Projects. These transactions imply $/MW multiples of between $0.06 million and $0.07 million

the transaction involving Wind Power Pty Limited represents a good benchmark to assess the fair market 
value of the Wind Farm Development Projects as a whole. Similarly to the Wind Farm Development
Projects, Wind Power Pty Limited’s portfolio included a number of projects with a total potential installed 
capacity of 1,460 MW. Of this total potential installed capacity, 522 MW related to two projects which were 
more advanced than the remainder of the portfolio. Although the weighted average development stage of
Wind Power Pty Limited’s project portfolio appeared to be more advanced than that of the Wind Farm 
Development Projects, the scale and the stage of development of these two portfolios of projects are broadly 
comparable. Furthermore, this transaction was structured with a base payment of $34 million and a 
contingent payment of an additional $8 million. The base payment implies a $/MW of $0.023 million whilst 
the full payment implies a multiple of $0.029 million

transactions involving development projects under construction reflect relatively high multiples as 
significant expenditure had already have been incurred by this stage and the risk profile of the development 
reduced. None of the Wind Farm Development Projects are at an equivalent stage of development

35 The transactions classified in the ‘Development stage’ category include also one or more projects which have obtained development 
approval.
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whilst ‘costs incurred’ provides a basis for valuation of development projects, especially for very early stage 
development projects, there is very little market evidence available to conclude on a reasonable multiple of 
cost incurred to be used as a basis for benchmarking the value of the Wind Farm Development Projects. 
Notwithstanding the limited market evidence available, we would expect these costs to provide a floor for 
the market value of the Wind Farm Development Projects. As at the Valuation Date the total development 
costs for the Wind Farm Development Projects will amount to approximately $13 million.  

Having regard to the above, we have estimated the fair market value of the Wind Farm Development Projects 
using the following selection of $/MW multiples. 

Table 31: Summary of Wind Farm Development Projects  

Development status

$/MW
Low

($ million)

$/MW
High

($ million)

Concept 0.000 0.010 
Pre-feasibility 0.010 0.020 
Feasibility / Development 0.015 0.025 
Development approved 0.020 0.040 
Financial Close 0.060 0.080 

Source: Deloitte Corporate Finance analysis

Based on these valuation parameters, we have estimated the current fair market value of the Wind Farm 
Development Projects to be in the range of $9.1 million to $21.5 million. The valuation range is relatively wide 
to allow for uncertainty as to whether developments will proceed and the limited market data available to support 
the selection of the key valuation parameters. 

Table 32: Valuation of the Wind Farm Development Projects  

Stage of 
development

Indicative 
installed 
capacity

(MW)

$/MW
Low

($ million)

$/MW
High

($ million)

Current fair 
market 
value
Low

($ million)

Current fair 
market value

High
($ million)

High Road Development 40 0.015 0.025 0.6 1.0 

Collector Development 225 0.015 0.025 3.4 5.6 

Mt Emerald Development 160 0.015 0.025 2.4 4.0 

Ben More Pre-feasibility 120 0.010 0.020 1.2 2.4 

Baynton Pre-feasibility 150 0.010 0.020 1.5 3.0 

Kulpara Concept 100 0.000 0.010 0.0 1.0 

Kongorong Concept 120 0.000 0.010 0.0 1.2 

Mount Hill Concept 80 0.000 0.010 0.0 0.8 

Crediton Concept 40 0.000 0.010 0.0 0.4 

High Country Concept 40 0.000 0.010 0.0 0.4 

Bowen Concept 100 0.000 0.010 0.0 1.0 

Brennans Bridge Concept 50 0.000 0.010 0.0 0.5 

Windy Hill 2 Concept 15 0.000 0.010 0.0 0.2 

Total 0.007 0.017 9.1 21.5 

Source: Deloitte Corporate Finance analysis
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This conclusion assumes the portfolio of Wind Farm Development Projects is valued ‘as is’. Since the 
consideration payable in respect of the Wind Farm Development Projects also includes contingent payments 
triggered upon one or more projects achieving development and financial close hurdles within the next two
years, we have also assessed the potential current fair market value of the Wind Farm Development Projects on 
the assumption that these conditions had been met as at the Valuation Date. The valuation of the Wind Farm 
Development Projects is therefore increased as a result of one or more projects being ‘de-risked’ compared to the 
current status. 

The table below sets out our valuation conclusions under various valuation scenarios together with a comparison 
with the total consideration payable in connection with the relevant scenario assumed36

Table 33: Valuation of the Wind Farm Development Projects under various scenarios compared with the consideration 

payable upon the Development Projects Transaction

. 

Scenario Conditions met for

$/MW
Low

($ million)

$/MW
High

($ million)

Consideration
payable upon 

the 
Development 

Projects 
Transaction1 

($ million)

‘As is’2 Total Upfront Consideration 9.1 21.5 11.5 

High Road obtains development approval3 First additional payment 9.3 22.1 16.5 

High Road obtains Financial Close4 Second additional payment 10.9 23.7 21.5

High Road and Collector obtain Financial Close5 Third additional payment 21.0 36.1 26.5

Source: Deloitte Corporate Finance analysis
Notes:
1. Includes the Additional Development Projects Expenditure

2. Refer to Table 32
3. A $/MW multiple of $0.2 million to $0.4 million is applied to High Road, the most advanced development project within the portfolio. All 

the other projects are valued in accordance with Table 32. 
4. A $/MW multiple of $0.6 million to $0.8 million is applied to High Road, the most advanced development project within the portfolio. All 

the other projects are valued in accordance with Table 32. 
5. A $/MW multiple of $0.6 million to $0.8 million is applied to both High Road and Collector, the most advanced development projects within 

the portfolio. All the other projects are valued in accordance with Table 32. 

Based on the above, we conclude that the consideration payable by Ratch under the various scenarios referred to 
in the terms of the Development Projects Transaction falls within our estimated valuation range. Accordingly, 
TSE is not receiving a collateral benefit under the quantitative leg of the collateral benefit test.  

Qualitative analysis
In assessing whether TSE is in receipt of a collateral benefit, we have analysed other terms in the Development 
Projects Transaction Agreement, other than those terms that relate to the Consideration, which may have a 
bearing upon the question of whether TSE is in receipt of a collateral benefit.  We summarise the material terms 
below:

if a Wind Farm Development Project requires funding after the Implementation Date and before the end of a 
five year period from the Implementation Date and that funding requirement cannot be met with free cash 
flow from TSIF, it must be provided by the securityholders of TSIF, by way of shareholder loans from
Ratch to the extent of 80% and from TSE to the extent of 20%  

TSIF will offer employment to TSE employees involved in the Wind Farm Development Projects and will 
assume liability for their accrued entitlements with a corresponding adjustment to the Consideration.

36 For the purpose of this analysis, we have assumed the two most advanced Wind Farm Development Projects achieve the development and 
financial close hurdles set out in the terms of the Development Projects Transaction.
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As an adjustment is being made to the Consideration in respect of accrued entitlements and as TSE providing 
TSIF with significant intellectual capital and know-how, as embodied in the employees, for no consideration, it 
is unlikely that there would be any benefit to TSE deriving from these employment arrangements. 

Further details in relation to the Development Projects Transaction Agreement are contained in Section 9.4 of the 
Scheme Booklet.

Conclusion 
Based on our analysis, we have concluded that the terms of the Project Development Transaction do not provide 
a collateral benefit to TSE.

7.4.3 OMAA
TSE will continue to provide operations and management services in respect of the current portfolio of TSIF 
assets after close of the Proposed Schemes for the remainder of the OMAA’s term (a period of approximately 21 
years), subject to the right of TSIF to reset the terms or seek an alternative supplier as part of a market testing 
process as noted below.  

At the end of the initial five year period following the Proposed Schemes and each five years thereafter, TSIF 
may undertake market testing and seek an alternative supplier of operations and management services in respect 
of the existing portfolio.  TSE will have the right of first offer and will have the right to submit a best and final 
offer to TSIF, to provide operations and management services for the current portfolio of TSIF assets following 
receipt of any proposal from a third party. TSE is not obliged to amend in any way the terms on which it 
provides operations and management services during the initial 5 year period. Pricing for its services will be as 
set out in the existing OMAA. 

Under the terms of the OMAA, existing assets which undergo significant expansion, replacement following 
damage, or termination of the PPA (non-wind assets only) qualify as new assets.  As a result TSE will be granted 
a right of first offer to be the preferred provider of operations and management services in respect of those new 
assets. 

In respect of new assets, provided TSE retains at least a 15.0% economic interest in TSIF and contributes at least 
15% of the capital required from TSIF’s securityholders to fund the investment in or acquisition of the new asset, 
TSE will have the right of first offer and will be the preferred provider of operations and management services in 
respect of that new asset. 

TSE and Ratch will work together in good faith regarding the provision of construction related services by TSE 
to TSIF (where TSE has appropriate competence), but TSIF is under no obligation to contract TSE to provide 
these services.

We set out below a comparison between the current terms of, and proposed amendments to, the OMAA (i.e. 
before and after the Proposed Schemes). 
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Table 34: Current and proposed terms in the OMAA

Terms of agreement 
– Pre-Proposed Schemes

Terms of agreement
– Post-Proposed Schemes Comment

Exclusivity –
O&M Services

TSE is the provider of O&M services 
in respect of the existing portfolio. 
Except in limited circumstances, the 
agreement may not be terminated. 
TSE is the preferred provider for the 
provision of O&M services if new 
assets are acquired in the future.  In 
relation to new assets TSE is required 
to demonstrate that it will deliver a 
commercially competitive outcome for 
TSIF

After the initial five year period, TSIF 
has the right to undertake market 
testing and seek an alternative supplier 
of O&M services in respect of the 
existing portfolio every five years 
thereafter. If TSIF seeks to reset the 
terms after the initial five year period, 
then TSE has the first right of offer 
and may submit a best and final offer 
to TSIF.  If the final offer by TSE is 
equivalent to or on better terms than 
the competitors offer, it must be 
accepted by TSIF

Disadvantage 
to TSE

Exclusivity –
Capital Works

TSE is entitled to perform all projects, 
major shutdowns, capital works,
upgrades and improvement projects 
valued at less than 5% of the capital
replacement value of the relevant asset 
unless it can be demonstrated that the
commercial model proposed by TSE 
for the activity is not commercially 
competitive.

All major works performed by TSE,
including those valued at less than 5% 
of the capital replacement value, are  
subject to a commercial test

Disadvantage 
to TSE

Term and 
Termination

The term of the OMAA is 25 years 
commencing from the Listing Date 
(being 12 June 2007). 
Termination will only occur if certain 
adverse events occur.

TSE continues to provide services 
under the OMAA following the 
Proposed Schemes for the balance of 
the original term. TSIF has the right to 
reset the terms or seek an alternative 
supplier as part of a market testing 
process after the end of the initial five 
year period and every five years 
thereafter. However, TSE retains first 
rights of offer and the right to submit 
the best and final offer.

Will be a 
disadvantage 
to TSE due to 
competitive 
market testing 
process

Services No change No Change No change

Fees Fixed and performance based 
reimbursable fees

Same as existing agreement but subject 
to marketing testing after the first five 
years of the Proposed Schemes.

Disadvantage 
to TSE

Source: the OMAA. Deloitte Corporate Finance analysis

Conclusion 
Based on our analysis we are of the opinion that TSE is not advantaged by the amendments to the contractual 
terms and hence is receiving no collateral benefit. 

Further detail in relation to the OMAA (both existing and proposed terms) is set out in Section 9.5 of the Scheme 
Booklet. F

or
 p

er
so

na
l u

se
 o

nl
y



151 | Transfield Services Infrastructure Fund >>

93
Deloitte: Transfield Services Infrastructure Fund – Independent expert’s report

7.4.4 Transitional Services Agreement
TSE currently provides management services to TSIF under an existing MSA. Its duties include the following:

providing investment, consultation, advisory and management services in relation to TSIF’s asset portfolio

creating annual business plans and budgets

undertaking major works on assets such as capital works programs

managing and administering OMAA and other contractual arrangements

managing regulatory compliance and relations with regulators 

allocating employees and/or third parties to properly perform its obligations under the MSA  

offering potential investment opportunities that arise to TSIF

providing other administrative services.

TSE was appointed as the exclusive provider of the services and is allowed to provide such services to other 
third parties. The term of the Management Services Agreement is 25 years and commenced in 12 June 2007.  
TSE receives a fee for service under the MSA and is entitled to be reimbursed for certain expenses incurred in 
relation to the proper performance of its duties.

The MSA will be replaced with a Transitional Services Agreement with a three year term.  The purpose of the 
Transitional Services Agreement is to facilitate the continuing provision of management services while TSIF 
builds its own capability to manage its own activities.  TSE is not receiving any separate consideration for its 
agreement to terminate the MSA.

There are a number of recent examples where managers of funds have received compensation for the termination 
of long term contracts.  For instance, in 2009 Map Airports and Macquarie Leisure Trust Group internalised their 
management for cash payments of $345 million and $17 million, respectively, to Macquarie Group Limited. 
These transactions illustrate that long term management contracts are usually considered to be valuable assets 
based on any expected future profit margin associated with such contracts.   

Annexure A: Independent Expert’s Report continued
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We set out below a comparison between material terms in the MSA and the corresponding clauses in the 
Transitional Services Agreement. 

Table 35: Material differences between the MSA and the Transitional Services Agreement

Terms of agreement – MSA
Terms of agreement – Transitional 
Services Agreement Comment

Exclusivity, 
Term and 
Termination

The term of the Master Services 
Agreement is 25 years commencing 
from the Listing Date (being 12 June 
2007), subject to any extension by 
mutual agreement

Termination will only occur if certain 
adverse events occur

TSE is appointed as the exclusive 
provider of the services

The term of the Transitional Services 
Agreement is three years. This is to 
allow management of TSIF to be 
internalised.   The agreement may be 
extended at TSIF ‘s election

Most likely 
neutral to TSE 
but may be a 
disadvantage 
to TSE due to 
reduced term

Services Management, corporate and 
administrative services
Source new investment opportunities

TSE will provide only selected 
corporate services

Disadvantage 
as scope of 
service  
reduced 

Fees TSE’s fees are based on a fee for 
service model, calculated with 
reference to the cost of providing the 
services and an agreed margin
TSE is entitled to certain additional 
fees:

success fees determined on an 
arm’s length basis where TSIF 
successfully make an acquisition 
of an asset
Development fees as agreed with 
TSIF where TSE assumes 
development risk in relation to a 
project
Major works cost – based on 
reasonable costs and profit 
margin

TSE’s fees are based on a fee for 
service model, calculated with 
reference to the cost of providing the 
services and an agreed margin. 
TSE will need to demonstrate that the 
fees are competitive with third party 
service providers

Disadvantage 
to TSE as the 
scope of 
services is 
reduced 

Investment 
Opportunities 

TSE is required to notify and provide a 
preliminary report to the board of TSIF 
in respect of any potential acquisitions 
or investments in assets that come to 
its attention and which fall within the 
investment mandate of TSIF

TSE is not required to introduce new
opportunities to TSIF

Possibly 
advantageous 
as it allows 
TSE to pursue 
opportunities 
that it 
identifies for 
its own benefit

Source: MSA, Transitional Service Agreement and Deloitte Corporate Finance analysis
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We are of the opinion that there is no collateral benefit being provided to TSE as a result of the cancellation of 
the MSA and its replacement with the Transitional Services Agreement.  The terms of the new agreement reduce 
the scope of and term for which the services will be provided. The fees will continue to be based on a reasonable 
cost plus margin basis, subject to TSE establishing that its charges are competitive with other third party service 
providers.

Further detail in relation to the MSA and Transitional Services Agreement is set out in Section 9.6 of the Scheme 
Booklet. 

7.4.5 The Shareholders’ Agreement
Ratch and TSE will enter into a shareholders’ agreement in respect of the future governance of TSIF.  The 
Shareholders Agreement deals with the following salient issues:

Board representation and voting entitlements

the circumstances in which either Ratch or TSE may sell down their securities

TSIF’s investment mandate, including permitted investments and appropriate rates of return 

the process governing the establishment of business plans and business budgets

development opportunities that are identified by Ratch and TSE and which are within the scope of TSE’s 
business.

Based on our review of the agreement nothing has come to our attention that would cause us to believe that the 
terms of the Shareholders Agreement provide a collateral benefit to TSE in so far as the agreement governs the 
arrangements between Ratch and TSE. 

7.5 Conclusion in relation to the Proposed Ancillary 
Transactions

Based on our analysis and review of the Proposed Ancillary Transactions, nothing has come to our attention that 
causes us to believe that:

the Proposed Ancillary Transactions between Ratch and TSE are not on arm’s length terms; or

the consideration payable under the Proposed Ancillary Transactions constitutes the receipt by TSE of a 
collateral benefit for the purposes of the Act as interpreted by the Takeovers Panel Guidance Note 21: 
Collateral Benefits (GN21)

Furthermore, we confirm that nothing has come to our attention in respect of the Proposed Ancillary 
Transactions that would cause us to qualify the conclusions reached in this report in relation to the Proposed 
Schemes. 

Annexure A: Independent Expert’s Report continued
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Appendix 1: Glossary

Reference Definition

1H11 Half year ended 31 December 2010 

Act, the The Corporations Act 2001 (Cth)
Adjustment Mechanism Adjustments relating to additional operating expenses and capital expenditure that 

TSIF incurs beyond certain agreed levels during the Holding Period
AEMC Australian Energy Market Commission
AEMO Australian Energy Market Operator

AER Australian Energy Regulator
AFSL Australian Financial Services Licence

AGL AGL Energy Limited
AGSM Australian Graduate School of Management

Aloca Hedge Agreement A 22 year base load electricity hedge agreement signed between Loy Yang A and 
Aloca to provide power to Aloca’s Point Henry and Portland aluminium smelters until 
2036 

Announcement Date 31 March 2011
APESB Accounting Professional and Ethical Standards Board Limited

Arrow Arrow Energy Limited
ASIC Australian Securities and Investments Commission

Assets TSIF’s portfolio of coal and gas power stations, wind farms and water filtration plants 
in Australia

ASX Australian Securities Exchange Limited

ASX 200 A market capitalisation weighted market index of the largest 200 Australian stocks 
listed on the ASX according to Standard & Poor’s 

AUD Australian dollars
AUASB Auditing and Assurance Standards Board 

Beta
Bps Basis points

Black price The electricity spot price 
Bundled price Black price plus Green price

Businesses, the Seven individual risk profiles which require separate estimate of the relevant betas
Capital Structure Review TSIF’s capital structure review and actions taken during FY10 which involved 

refinancing its corporate level debt, raising $110 million of equity (at $0.70 per 
security) and divesting its interest in the Mt Millar wind farm

CAPM Capital Asset Pricing model
CCGT Combined Cycle Gas Turbine

CO2 Carbon Dioxide
CME Capitalisation of Maintainable Earnings valuation method

Controlled Assets TSIF’s wholly owned assets consisting of Townsville, Kemerton, Collinsville and the 
wind farm assets

Corporate Debt Facility TSIF’s corporate level debt facility 
CPI Consumer Price Index

CPRS Carbon Pollution Reduction Scheme
CPRS 5% 5% below 2000 greenhouse gas levels by 2020
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Reference Definition

CPRS 15% 15% below 2000 greenhouse gas levels by 2020

CSG Coal seam gas fuel
CSM Coal seam methane

DCF Discounted Cash Flow valuation method
Deloitte Corporate Finance Deloitte Corporate Finance Pty Limited

Deloitte Pricing Simulation To reflect the downside risks associated with price volatility additional pricing 
scenarios have been simulated whereby pool prices with carbon will be 10% lower 
than those assumed by TSIF in its models

Develop Projects Transaction TSE’s portfolio of development projects and opportunities upon implementation of the 
Proposed Schemes for $25 million

EBIT Earnings before interest and tax

EBITDA Earnings before interest, tax, depreciation and amortisation
EMRP Equity Market Risk Premium

ESA Energy and Services Agreement
ESAS Electricity Sector Adjustment Scheme

EV Enterprise Value
First Right of Refusal Under the terms of the MSA, TSIF have a right of first refusal over new infrastructure 

investment opportunities offered by TSE that fall within the investment mandate of 
TSIF including a pipeline of wind farm projects TSE is in the process of developing

Financial Close First draw down under the project financing arrangements

FOS Financial Ombudsman Service
FSG Financial Services Guide

FY Financial year
GEAC Great Energy Alliance Corporation

G20 A group composed of the finance ministers and central bankers of the following 20 
countries/unions: Argentina, Australia, Brazil, Canada, China, France, Germany, 
India, Indonesia, Italy, Japan, Mexico, Russia, Saudi Arabia, South Africa, South 
Korea, Turkey, the United Kingdom, the United States, and the European Union

Green price REC/LGC prices
Green Paper Carbon Reduction Pollution reduction Scheme, Green Paper published by the 

Department of Climate Change, July 2008  
GJ Gigajoule 
Guidance Note or GN21 Takeovers Panel Guidance Note 21: Collateral Benefits

GW Gigawatt
GWh Gigawatt hour

Holding Period The period between the implementation date and the eventual sale date
IER Independent Expert’s Report

IFML or Responsible Entity Infrastructure Fund Management Limited
IMO Independent Market Operator

Independent Directors The independent directors of TSIF
Intercompany Loan Debt provided by TSIT to TSIL

IPO Initial Public Offering
IMO Independent Market Operator

Kd Cost of debt capital

Annexure A: Independent Expert’s Report continued
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Reference Definition

Ke Cost of equity capital

Kg Kilogram 
KPI’s Key Performance Indicators

LNG Liquified Natural Gas
LGC Large scale Generation Certificate

LRET Large scale Renewable Energy Target
LRMC Long run marginal cost

m/s Meters per second
Macarthur Settlement TSIF booked $15 million upfront income in HY11 in relation to the contract extension 

with Sydney Water
Management TSIF management

ML Mega litre 
MMA Report McLennan Magasanik Associates report “Impacts of the Carbon Pollution Reduction 

Scheme on Australia’s Electricity Markets”, 11 December 2008 
MRET Mandatory Renewable Energy Target
MW Megawatt 

MWh Megawatt hour
MSA Management Services Agreement

NEM National Electricity Market
NGF Report Submission by the National Generators Forum in response to the Carbon Pollution 

Reduction Scheme Green Paper, September 2008
Non Controlled Assets BP Kwinana, Loy Yang A and the two water filtration assets
NPAT Net profit after tax

NSW New South Wales
NTA Net tangible assets

O&M Operating and management
Offer Price $0.85 per security in cash less any amount of any distribution whose record date is on 

or before the implantation of the Proposed Schemes 
OCGT Open Cycle Gas Turbine 

OMAA Operations and Maintenance Alliance Agreement
OMAA Amendment TSIF will be able to undertake market testing of the rates applied by TSE and will be 

able to seek alternative suppliers from 2016 (subject to certain conditions)
PPA Power purchase agreement
Ppm Parts per million

Project Development Acquisition 
Agreement

The terms of the agreement for the acquisition of the Wind Farm Development 
Projects

Proposed Ancillary Transactions Collectively, the Shareholders Agreement, the TSE Sale, the Transitional Services 
Agreement,  the OMAA Amendment and the Development Projects Transaction

Proposed Schemes The proposed offer through which Ratch would acquire 56.2% of Transfield Services 
Infrastructure Fund via three schemes of arrangement  

Public Securityholders TSIF securityholders other than TSE
Purchase Consideration Collectively for the Development Projects Transaction, the Upfront Consideration

plus a further $5 million being contingent on reaching development approval for one 
of the wind farm projects, a further $5 million being contingent upon one opportunity 
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Reference Definition

reaching financial close or a wind farm power purchase agreement having been 
concluded, and a further $5 million being contingent on reaching financial close of 
another project

QLD Queensland 
Ratch Ratchaburi Electricity Generating Holding PCL

RBA Reserve Bank of Australia
RE Responsible Entity

REC Renewable Energy Certificate
RET Renewable Energy Target

Rf Risk free rate of return
Rm Expected return on the market portfolio

Scheme Booklet Booklet to be distributed to TSIF securityholders in relation to the Proposed Schemes
and the Proposed Ancillary Transactions

Section 411 Section 411 of the Corporations Act 2001
Section 640 Section 640 of the Corporations Act 2001

Settlement Date Date in which Public Securityholders will receive the Offer Price in accordance with 
the Proposed Schemes

Shareholders Agreement Ratch and TSE will enter into certain agreements to govern their relationship with 
respect to TSIF

SA South Australia
SRES Small scale Renewable Energy Scheme

SRMC Short-run Marginal Cost
STC Small scale technology certificates

STEM Short Term Energy Market in Western Australia
SWIS South West Interconnected System

t Tonne 
TW Terawatt. 1 terawatt = 1 trillion watts = 1 million megawatts

TWh Terawatt hour
TEPCO Tokyo Electric Power Company

Transitional Services Agreement The termination of the existing MSA to enter into a transitional services agreement 
between TSE and TSIF for the provision of corporate services for 3 years

TSAPL Transfield Services (Australia) Pty Limited, a subsidiary of TSE
TSE Transfield Services Limited

TSE Sale A separate agreement which could commence at the same time as the Proposed 
Schemes under which Ratch will purchase a further 23.8% of the TSIF securities from 
TSE

TSE Sale Securities TSIF securities expected to be sold by TSE to Ratch pursuant to the TSE Sale

TSIF Transfield Services Infrastructure Fund
TSIF Models Financial models developed by TSIF for all of the Assets and a ‘Corporate Model’ 

reflecting the overall cash flows to TSIF flowing from the individual Assets
TSIL Transfield Services Infrastructure Limited

TSIIL TSI International Limited
TSIT Transfield Services Infrastructure Trust

Upfront Consideration Consideration payable for the Development Projects Transaction includes an up-front 
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Reference Definition

payment of $10 million

Valuation Date 30 June 2011
Valuation Models Deloitte Corporate Finance valuation models for the Controlled Assets (including 

TSIF corporate cash flows) and for each of the Non-Controlled Assets based on the 
cash flow to equity models developed by TSIF

VIC Victoria
VWAP Volume weighted average price

WACC Weighted Average Cost of Capital
Water Filtration Assets The Macarthur and Yan Yean water filtration plants

Wind Farm Development Projects The 13 wind farm projects throughout Australia that are currently in the pre-feasibility 
stage, under development or under construction i.e. they are non-operating assets.
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aRRRK fmfe )(

Appendix 2: Discount rate
The discount rate used to equate the future cash flows to their present value reflects the risk adjusted rate of 
return demanded by a hypothetical investor for the asset or business being valued.  

Selecting an appropriate discount rate is a matter of judgement having regard to relevant available market pricing 
data and the risks and circumstances specific to the asset or business being valued.  

Whilst the discount rate is in practice normally estimated based on a fundamental ground up analysis using one 
of the available models for estimating the cost of capital (such as the Capital Asset Pricing Model (CAPM)), 
market participants often use less precise methods for determining the cost of capital such as hurdle rates or 
target internal rates of return and often do not distinguish between investment type or region or vary over 
economic cycles.  

For geared cash flows, discount rates are determined based on the cost of an entity’s equity.  This is commonly 
referred to as the cost of equity.

Cost of equity capital
The cost of equity, Ke, is the rate of return that investors require to make an equity investment in a firm. 

We have used the CAPM to estimate the Ke for TSIF.  CAPM calculates the minimum rate of return that the 
company must earn on the equity-financed portion of its capital to leave the market price of its shares 
unchanged.  The CAPM is the most widely accepted and used methodology for determining the cost of equity 
capital.

The cost of equity capital under CAPM is determined using the following formula:

The components of the formula are:
Ke = required return on equity

Rf = the risk free rate of return

Rm = the expected return on the market portfolio

 = beta, the systematic risk of a stock 

 = specific company risk premium

Each of the components in the above equation is discussed below.

Risk free rate (Rf) 
The risk free rate compensates the investor for the time value of money and the expected inflation rate over the 
investment period.  The frequently adopted proxy for the risk free rate is the long-term government bond rate. 

Since there is no zero-coupon government bond issued by the Australian Government, we have utilised the zero 
coupon bond yield calculated by Reuters, which excludes the coupon payments from the 10-year Australian 
Government Bond.  

In determining Rf we have taken the five-day average of the 10-year zero-coupon Australian Government bond 
yield for the period of 23 March 2011 to 01 April 2011 of 5.65%. 

The 10-year zero-coupon bond rate is a widely used and accepted benchmark for the risk free rate in Australia.  
This rate represents a nominal rate and thus includes inflation.

Equity market risk premium (EMRP)
The EMRP (Rm – Rf) represents the risk associated with holding a market portfolio of investments, that is, the 
excess return a shareholder can expect to receive for the uncertainty of investing in equities as opposed to 
investing in a risk free alternative.  The size of the EMRP is dictated by the risk aversion of investors – the lower 
(higher) an investor’s risk aversion, the smaller (larger) the equity risk premium.
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The EMRP is not readily observable in the market and therefore represents an estimate based on available data.  
There are generally two main approaches used to estimate the EMRP, the historical approach and the prospective 
approach, neither of which is theoretically more correct or without limitations.  The former approach relies on 
historical share market returns relative to the returns on a risk free security; the latter is a forward looking 
approach which derives an estimated EMRP based on current share market values and assumptions regarding 
future dividends and growth.

In evaluating the EMRP, we have considered both the historically observed and prospective estimates of EMRP.

Historical approach
The historical approach is applied by comparing the historical returns on equities against the returns on risk free 
assets such as Government bonds, or in some cases, Treasury bills.  The historical EMRP has the benefit of 
being capable of estimation from reliable data; however, it is possible that historical returns achieved on stocks 
were different from those that were expected by investors when making investment decisions in the past and thus 
the use of historical market returns to estimate the EMRP would be inappropriate.  

It is also likely that the EMRP is not constant over time as investors’ perceptions of the relative riskiness of 
investing in equities change.  Investor perceptions will be influenced by several factors such as current economic 
conditions, inflation, interest rates and market trends. The historical risk premium assumes the EMRP is 
unaffected by any variation in these factors in the short to medium term. Historical estimates are sensitive to the 
following: 

the time period chosen for measuring the average

the use of arithmetic or geometric averaging for historical data

selection of an appropriate benchmark risk free rate

the impact of franking tax credits

exclusion or inclusion of extreme observations.

The EMRP is highly sensitive to the different choices associated with the measurement period, risk free rate and 
averaging approach used and as a result estimates of the EMRP can vary substantially. 

We have considered the most recent studies undertaken by the Centre for Research in Finance at the Australian 
Graduate School of Management (AGSM), Morningstar Inc (Morningstar), ABN AMRO/London Business 
School and Aswath Damodaran (Damodaran).  These studies generally calculate the EMRP to be in the range of 
5% to 8%.  

Prospective approach
The prospective approach is a forward looking approach that is current, market driven and does not rely on 
historical information.  It attempts to estimate a forward looking premium based on either surveys or an implied 
premium approach. 

The survey approach is based on investors, managers and academics providing their long term expectations of 
equity returns.  Survey evidence suggests that the EMRP is generally expected to be in the range of 6% to 8%.

The implied approach is based on either expected future cash flows or observed bond default spreads and 
therefore changes over time as share prices, earnings, inflation and interest rates change.  The implied premium 
may be calculated from the market’s total capitalisation and the level of expected future earnings and growth.

Selected EMRP
We have considered both the historically observed EMRP and the prospective approaches as a guideline in 
determining the appropriate EMRP to use in this report.  Australian studies on the historical risk premium 
approach generally indicate that the EMRP would be in the range of 5% to 8%.

In recent years it has been common market practice in Australia in expert’s reports and regulatory decisions to 
adopt an EMRP of 6%.

Having considered the various approaches and their limitations, we consider an EMRP of 6.0% to be 
appropriate.  
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Description
The beta coefficient measures the systematic risk or non-diversifiable risk of a company in comparison to the 
market as a whole.  Systematic risk, as separate from specific risk as discussed below, measures the extent to 
which the return on the business or investment is correlated to market returns.  A beta of 1.0 indicates that an 
equity investor can expect to earn the market return (i.e. the risk free rate plus the EMRP) from this investment 
(assuming no specific risks).  A beta of greater than one indicates greater market related risk than average (and 
therefore higher required returns), while a beta of less than one indicates less risk than average (and therefore 
lower required returns).  

Betas will primarily be affected by three factors which include:

the degree of operating leverage employed by the firm in that companies with a relatively high fixed cost 
base will be more exposed to economic cycles and therefore have higher systematic risk compared to those 
with a more variable cost base 

the degree of financial leverage employed by a firm in that as additional debt is employed by a firm, equity 
investors will demand a higher return to compensate for the increased systematic risk associated with higher 
levels of debt

correlation of revenues and cash flows to economic cycles, in that companies that are more exposed to 
economic cycles (such as retailers), will generally have higher levels of systemic risk (i.e. higher betas) 
relative to companies that are less exposed to economic cycles (such as regulated utilities).  

The betas of various Australian industries listed on the ASX are reproduced below and provide an example of 
the relative industry betas for a developed market.

Figure 25: Betas for various industries (as at 30 September 2010)

Source: AGSM Risk Management Service

The differences are related to the business risks associated with the industry.  For example, the above diagram 
indicates transportation companies are more correlated to overall market returns with a beta close to 1.0 whereas 
telecommunications and other infrastructure companies (in particularly those that are regulated) typically have 
betas lower than 1.0.

The geared or equity beta can be estimated by regressing the returns of the business or investment against the 
returns of an index representing the market portfolio, over a reasonable time period.  However, there are a 
number of issues that arise in measuring historical betas that can result in differences, sometimes significant, in 
the betas observed depending on the time period utilised, the benchmark index and the source of the beta 
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estimate.  For unlisted companies it is often preferable to have regard to sector averages or a pool of comparable 
companies rather than any single company’s beta estimate due to the above measurement difficulties.

Market evidence
Historically, investors in power generation assets (especially in base load electricity generation) have not 
required a high rate of return.  This sector has had a relatively low ‘beta’ because power generators tend to 
supply electricity in good economic times as well as in bad. The theory has been that price should be relatively 
easy to predict, as is long term demand.  

In fact, the returns to private investors recently observed in the sector in Australia suggest that the generation 
business has become more risky than what was previously priced by investors, which has resulted in some 
unsatisfactory financial performances over recent years.

Recent shocks in the global debt and equity markets (which have mostly affected highly geared entities) and 
uncertainties around the future carbon policy (which makes electricity price forecasting a difficult exercise) have 
reduced the effectiveness of the cost of equity estimation. The combination of these factors have made the 
statistical meaningfulness of betas (which is generally based on market observations on listed entities) relatively 
low.  Accordingly, whilst the CAPM theory is typically used to estimate discount rates in business valuation, in 
selecting the beta for the purpose of this valuation we have exercised a high degree of judgment which is also 
based on anecdotal evidence and on market soundings.

Furthermore, we note that the risk profile of the various Assets varies not only in respect of the nature of the 
operations (i.e. coal-fired or gas-fired plants), but also in respect of the contractual arrangements regulating 
future sales and fuel supply. Given the significant uncertainty over future electricity pricing and the impact of 
carbon policies, cash flows underpinned by contractual arrangements that mitigate these risks demand a lower 
cost of capital. Conversely, cash flow projections which are based on future spot pricing projections are likely to 
be subject to much greater volatility and therefore demand a greater cost of capital. Accordingly, we have 
estimated a beta for individual sets of cash flows as opposed for the overall assets portfolio. We have identified 7 
individual risk profiles (Businesses) which require separate estimate of the relevant betas. 

Table 36: Breakdown of identified Businesses

Operations Contracted Non-contracted

Wind Farms
Gas-fired power plants
Coal power plants
Water filtration –

Source: Deloitte Corporate Finance analysis
Notes: The Water Filtration assets have contracts in place for the entire expected residual life of the assets.

In estimating an appropriate beta for the Businesses we have considered the betas of listed comparable 
companies in the electricity industry and water utilities industries. We have considered electricity generation 
companies, electricity transmission and distribution companies, vertically integrated electricity retailers and 
renewable energy companies.  These betas, which are presented below, have been calculated based on monthly 
returns over two year periods compared to the relevant domestic index.  

Given the limited number of listed comparable entities in the Australian market, we have also considered betas 
of international listed companies. In particular, we have observed betas of companies listed in New Zealand, US, 
Canada, France and Spain operating in the electricity generation industry.

The observed beta is a function of the underlying risk of the cash flows of the company, together with the capital 
structure and tax position of that company. This is described as the levered beta.  The capital structure and tax 
position of the selected entities may not be the same as TSIF and/or that expected for the Businesses.  The
levered beta is often adjusted for the effect of the capital structure and tax position.  This adjusted beta is referred 
to as the unlevered beta. The unlevered beta is a reflection of the underlying risk of the pre-financing cash flows 
of the entity. The table below sets out both levered and unlevered betas for the selected companies.
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Table 37: Analysis of betas for listed companies with comparable operations to TSIF

      
Domestic Index
2 year weekly

Company Country

Enterprise 
value1 

($ million)

Debt to 
enterprise 

value
Levered 

beta
Unlevered 

beta R2 

Australian Generation
TSIF Australia 824 58% 0.14 0.08 0.01
Redbank Energy (Formerly: Alinta Energy Group) Australia 273 73% 0.943 n/m 0.023

Average 65% 0.54 0.08

Australian Renewable Energy Generation
Energy Developments Australia 746 45% 0.49 0.26 0.02 
Infigen Energy Australia 1,429 80% 0.94 0.38 0.12 
Average 63% 0.71 0.32

Australian Vertically Integrated Energy Retailers
AGL Energy Australia 6,952 6% 0.41 0.41 0.18 
Origin Energy Australia 18,343 13% 0.80 0.76 0.51
Average 9% 0.61 0.58

Australian Power Transmission and Distribution
Spark Infrastructure Australia 2,446 39% 0.32 0.17 0.06 
Sp AusNet Australia 8,792 47% 0.29 0.17 0.04 
DUET Australia 7,474 76% 0.64 0.20 0.20 
APA Australia 4,805 59% 0.58 0.29 0.19 
Hastings Diversified Utilities Fund (HDUF) Australia 1,392 40% 1.00 0.45 0.17 
Envestra Australia 2,794 69% 0.64 0.19 0.16 
Mean 55% 0.58 0.25
Median 53% 0.61 0.20

International Energy Generation
Contact New Zealand 6,595 26% 0.92 0.75 0.43 
TrustPower New Zealand 4,059 25% 0.37 0.31 0.18 
TransAlta Corp Canada 9,408 44% 0.54 0.35 0.19 
Cleco Corporation US 3,585 40% 0.63 0.42 0.41 
Portland General Electric Company US 3,679 49% 0.66 0.39 0.31 
Capital Power Corporation Canada 4,370 41% 0.28 0.20 0.08 
Algonquin Power & Utilities Corp. Canada 936 46% 0.73 0.39 0.14 
Mean 39% 0.59 0.40
Median 41% 0.63 0.39

International Renewable Energy Generation
ERG Renew S.p.A Italy 680 74% 0.33 0.11 0.03
Innergex Renewable Energy Inc. Canada 1,022 44% 0.87 0.49 0.06 
Edf Energies Nouvelles SA France 9,006 53% 0.62 0.40 0.18
Theolia SA France 622 83% 0.61 0.16 0.05
Iberdrola Renovables SA Spain 23,404 23% 0.45 0.37 0.25
EDP Renovaveis SA Spain 10,489 41% 0.50 0.36 0.22
Mean 53% 0.56 0.31
Median 49% 0.61 0.36

Source:  Thomson Reuters, Deloitte Corporate Finance Analysis

Notes: n/a = not available, n/m = not meaningful
1. Enterprise value as at 31 March 2011
2. Descriptions for each of the above companies are provided in Appendix 4.
3. Based on Alinta Energy’s historical observations

In the figure below, we also set out the historical beta movements for the selected benchmarks identified37

37 The figure shows median betas for the sectors reported in table.

.  
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Figure 26: Betas for various industries (as at 31 March 2011)

Source: Thomson Reuters, Deloitte Corporate Finance analysis

In selecting an appropriate beta for TSIF we have considered the following:

the calculated beta is the result of a regression analysis. Therefore it is important to take into account the 
statistical relevance of the betas observed. This is often done by observing the R2 38

the betas of the comparable companies vary as a result of different operational risks, capital structures and 
the relative maturity of the companies’ operations. The levered beta of the comparable companies is 
generally less than the average market beta of 1.0 which suggests a lower level of systematic risk for the 
electricity generation sector on average

of the beta. In general R2

of less than 0.1 would indicate a low statistical meaningfulness of the beta. We note that some of the 
observed betas have relatively low R2 (i.e. TSIF, Alinta Energy Group, Energy Developments, Spark 
Infrastructure, SP Ausnet some of the selected international companies). Accordingly, we place less reliance 
in such observations

the power transmission and distribution entities tend to have the lowest beta in the sector. This is likely due 
to the relatively high level of predictability of their earnings and to the monopolistic nature of their 
operations. Companies operating in this sector usually have a significant part of their earnings driven by 
regulated income (for example DUET, Spark Infrastructure and SP Ausnet generate over 89% of their 
revenues from regulated sources) and/or by long term contracts in place (i.e. HDUF generates over 80% of 
its revenue from contracted sources). Accordingly, the operating risk profile of these entities is perceived to 
be low. We are of the view that there are similarities between the risk profile of the Asset’s contracted 
operations and that of regulated transmission and distribution entities. The primary risk for the Assets’ 
contracted operations relates to capacity risk or assets failure, with limited risks associated with 
commodities pricing (i.e. electricity price, fuel price and possibly, carbon pricing risks). However, we 
consider that the Assets’ contracted operations should attract a premium to reflect the unregulated nature of 
their operations and the greater risks associated with the fact that these assets are more easily replicable than 
transmission and distribution assets and are therefore subject to relatively lower barriers to entry.

38 The R2 is a measure of correlation expressed on a scale of 0 to 1. It is used here to determine the proportion of the variability of each
comparable company’s stock returns over a two year period that is explained by the variability of the benchmark indexes. Since we regress 
the stock price against the benchmark index in order to calculate a beta, a very low R2 indicates that the calculated measure of beta (risk) for 
the particular stock is not very reliable. 
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Yan Yean and Macarthur both have long term contracts in place. They have similar price risks to the energy 
transmission and distribution assets as outlined above since both plants have low risk exposure to 
commodity pricing. Given the terms of the contracts in place, the relative stability of cash flows and low 
operational and price risks, we are of the view that the beta of Yan Yean and Macarthur is low although 
higher than that that observed in power transmission and distribution entities. We note that there are no 
listed water utility companies which operate purely as water filtration businesses. Whilst there are listed 
international water utility companies, these operate in different markets to the Water Filtration Assets and 
have diversified operations including water distribution. In order to form our view on the beta for these two 
assets, we have therefore considered the individual risks of the assets and have used the regulated electricity 
utility companies as a benchmark risk profile. We have also referred to recent regulatory decisions for water 
filtration assets in Australia39

we are of the view that the uncontracted operations of the Assets have a high risk profile. The risk profile of 
the uncontracted operations of the Assets is on average greater than that of any of the selected comparable 
companies due to their exposure to commodity price risk and carbon policies. This is because of the 
following key points:

,

o whilst vertically integrated electricity companies (AGL Energy and Origin) are exposed to commodity 
pricing risk, we note that by owning upstream and power generation assets, they are able to partially 
hedge commodity pricing risk. Furthermore, they are large and diversified and should be less vulnerable 
to pricing risk than an independent, uncontracted power plant

o several of the selected international generation companies with power generation operations have, with 
the exception of Transalta and Capital Power Corporation, diversified operations which include power 
transmission, distribution and/or retail operations.  These two companies are possibly the most 
comparable listed companies to TSIF given their pure and diversified exposure to power generation 
assets. Transalta and Capital Power Corporation have long term contracts in place that cover large 
portions of their total revenues, 92% and 82% respectively, which are used to de-risk their operations. 
Accordingly, whilst comparable to TSIF these entities are not a good benchmark for the Assets’ 
uncontracted operations

o the selected international renewable energy generation companies show betas broadly in line with the 
more diversified international power generation companies. However, we note that some of these 
companies generate a large portion of their revenues from either contracted or regulated sources (i.e. 
EDP Renovaveis generates 83% of its revenues from contracted or regulated sources and 91% of 
Iberdrola Renovables assets are contracted under PPAs). 

none of the observed listed entities own a portfolio of assets that are comparable to TSIF’s investments in 
coal-fired plants (Collinsville and Loy Yang A). Redbank Energy has a coal-fired plant (Redbank) and AGL 
Energy has several similar assets (including a 32.5% equity interest in Loy Yang A. Redbank is a result of 
Alinta’s recent ‘Deleveraging Proposal’ in response to its distressed financial position. Redbank has limited 
trading history and for the purpose of our analysis we have included historical beta observations of Alinta.
AGL Energy, despite owning a large stake in Loy Yang A, also has significant interests in other power 
generation assets, upstream and retail operations which make it not as comparable. Accordingly, we do not 
think these entities can be used as a benchmark in order to derive a beta for Collinsville and Loy Yang A. 
Given Collinsville and Loy Yang A’s exposure to the spot market (Collinsville PPA will expire in 2016 and 
the Alcoa Hedge Agreement commences in 2014 and is expected to cover only 40% of its capacity) and to 
the adverse impact of carbon policy, we are of the view that the risk profile of these assets is much greater 
than that of the observed comparable companies

39 Recent regulatory decisions include the IPART (NSW) June 2010 Water – Determination and Final Report for Country Energy’s Water 
and Sewerage Services. 
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similar to our observations for Collinsville and Loy Yang A, the uncontracted cash flows of the wind farm 
assets are exposed to future price volatility and uncertainty on the timing and terms at which they will be 
recontracted. On the other hand, we note that these assets are only indirectly exposed to carbon price risk 
(i.e. should carbon policy be further delayed or should climate change regulations be less severe than 
anticipated, REC prices may continue to be weak in the medium term).  Accordingly, we are of the view that 
the beta for the uncontracted cash flows of the wind farm assets should incorporate a premium to that 
assumed for the cash flows underpinned by contracts but be lower than that assumed for the uncontracted 
operations of the coal-fired plants. Amongst the selected listed companies with operations in the renewable 
energy sector, Infigen is the most relevant benchmark to value the wind farm assets. However, we note that 
Infigen’s beta is possibly inflated by the relatively high gearing and that a high proportion of its revenues 
(circa 86%) are underpinned by PPAs. The other listed companies with operations in the renewable energy 
sector include diversified operations and their observed beta has a low statistical relevance 

the ongoing gearing assumed for the Controlled Assets and the Non-Controlled Assets based on the 
Valuation Models.  As discussed above, the higher the gearing the greater the risk of default perceived. This 
risk must be fully taken into account when estimating the equity beta. Loy Yang A has a level of gearing 
which is significantly higher than the rest of the Assets.  In estimating the beta for Loy Yang A we have 
considered the relatively high risk of default that this asset faces

the Alcoa Hedge Agreement covers almost half of Loy Yang A’s projected production from 2014 till 2036. 
This results in Loy Yang A’s cash flows bearing an equal contribution of risk from contracted and 
uncontracted operations till 2036. As a result, our estimated beta for Loy Yang A blends the risks deriving 
from both these sources of revenues. The viability of Loy Yang A post-2036 it is extremely uncertain. 
Rather than estimating a beta for the period subsequent to 2036, we have assumed the same beta going 
forward and have separately assessed the impact of a termination of the operations of Loy Yang A in 2036. 

The table below sets out our selected betas for the Business.

Table 38: Summary of selected betas

Assets Contracted Uncontracted

Controlled Assets
Wind Farms Starfish Hill, Toora, Windy Hill 0.75 - 0.90 1.10 - 1.25
Gas-fired power plants Kemerton, Townsville 0.75 - 0.90 1.10 - 1.25
Coal-fired power plant Collinsville 0.75 - 0.90 1.10 - 1.25

Non-Controlled Assets
Gas-fired power plant BP Kwinana 0.75 - 0.90 1.10 - 1.25
Coal-fired power plant Loy Yang A1 1.60 - 2.00
Water filtration Macarthur, Yan Yean 0.65 - 0.80 n/a

Source: Deloitte Corporate Finance analysis
Note: 
1. For Loy Yang A we have estimated a blended beta which reflects the risk profile of both its contracted and uncontracted operations. 

The specific company risk premium adjusts the cost of equity for company specific factors, including 
unsystematic risk factors such as:  

company size (which we discuss in detail below)

depth and quality of management

reliance on one key individual or a few key members of management 

reliance on key customers 

reliance on key suppliers 
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product diversity (limits on potential customers) 

geographic diversity

labour relations, quality of personnel (union/non-union) 

existence of contingent liabilities.

The CAPM assumes, amongst other things, that rational investors seek to hold efficient portfolios, that is, 
portfolios that are fully diversified.  One of the major conclusions of the CAPM is that investors do not have 
regard to specific company risks (often referred to as unsystematic risk).

There are several empirical studies that demonstrate that the investment market does not ignore specific 
company risks.  In particular, studies show that:

on average, smaller companies have higher rates of return than larger companies (often referred to as the 
size premium)40

on average, early stage assets/companies have higher rates of return than mature assets/companies.

We have not identified any additional specific company risks that require adjustment to our selected betas which 
already reflect the risk exposure of the Assets. Therefore, we have not included a specific risk premium in our 
cost of equity analysis.

Dividend imputation
Dividends paid by Australian corporations may be franked, unfranked, or partly franked.  A franked dividend is 
one that is paid out of company profits which have borne tax at the company rate, currently 30%.  Where the 
shareholder is an Australian resident individual or complying superannuation fund, it will generally be entitled to 
a tax credit (called an imputation credit) in respect of the tax paid by the company on the profits out of which the 
dividend was paid.  If the recipient of the dividend is another company, the dividend will give rise to a credit in 
that company’s franking account thereby increasing the potential of the company to pay a franked dividend at a 
later stage. Non-Australian resident shareholders (who do not pay tax in Australia) cannot obtain material 
benefits from Australian franking credits, as franking credits can only be claimed against Australian taxable 
income.

Imputation credits represent the prepayment of company tax and when utilised result in the shareholder receiving 
dividends that are effectively “untaxed” at the company level. Imputation credits result in the shareholder 
receiving a higher after tax cash flow than would otherwise be the case under the classical taxation system.

Determining the value of franking credits requires an understanding of shareholders’ personal tax profiles to 
determine the ability of shareholders to use franking credits to offset personal income. Since estimating the fair 
market value of an asset and/or entity requires taking the view of a hypothetical buyer and seller, assuming the 
tax profile of a notional buyer/seller is a challenging exercise. Given the universe of investors in the Australian 
market (resident ownership of Australian listed equity amounted to 58% as of the end of the December quarter 
2008 as per research by ASX), it may be arguable that the market as a whole does place some value on franking 
credits.  Accordingly, it may be argued that share trading prices (and therefore the EMRP) already incorporate 
the value that the mixed profile of shareholders ascribes to franking credits. However, studies that consider 
foreign investors (which would not typically be able to utilise franking credits) to be the marginal buyer of 
Australian assets conclude that no value should be ascribed to franking credits.   

Whilst there is an argument against the valuation of franking credits in many situations, we accept that potential 
purchasers of an interest in an infrastructure asset will, in most cases, be able to utilise (and value) the benefit. 
This is because the relatively high predictability of cash flows generated by infrastructure assets enable investors 
in this sector (which have recently included an increasing number of superannuation funds and other long-term 
equity investors) to more accurately plan (and therefore value) the use of franking credits in accordance with 
their tax profile. 

40 Market Results for Stocks, Bonds, Bills, and Inflation 2010 Yearbook, Ibbotson SBBI. 
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On the other hand, we note that there is anecdotal evidence that pure energy generation assets have been less 
appealing to this profile of investor. This may be due to the relatively high risk and low growth potential of 
power generation assets compared to other infrastructure investments (i.e. power transmission and distribution, 
airports, ports, toll roads). Furthermore, we note that due to the current stapled structure, TSIF is expected to be 
able to distribute dividends in a way which is likely to defer corporate tax payments (and therefore potential 
distribution of franking credits) for an extended period. This means that, if there is any value in franking credits, 
this would be concentrated in the later years of the life of the Assets. Given the risk profile of the majority of the 
Assets increases over time as their PPAs expire, we are of the view that a buyer would place a low value to 
franking credits in the Assets, if any. 

On this basis, we have assumed no value to be attributed to franking credits.

Conclusion on cost of equity

Based on the above factors we arrive at a cost of equity, Ke, as follows: 

Table 39: Ke applied to valuation of TSIF

Beta Ke - calculated Ke - selected
Risk free 

rate EMRP Low High Low High Low High

Contracted
Wind Farms 5.65% 6.00% 0.75 0.90 10.15% 11.05% 10.00% 11.00%
Gas-fired power plants 5.65% 6.00% 0.75 0.90 10.15% 11.05% 10.00% 11.00%
Coal power plants (Collinsville) 5.65% 6.00% 0.75 0.90 10.15% 11.05% 10.00% 11.00%
Water filtration 5.65% 6.00% 0.50 0.65 8.65% 9.55% 8.50% 9.50%

Uncontracted
Wind Farms 5.65% 6.00% 1.10 1.25 12.25% 13.15% 12.00% 13.00%
Gas-fired power plants 5.65% 6.00% 1.10 1.25 12.25% 13.15% 12.00% 13.00%
Coal power plants (Loy Yang A)1 5.65% 6.00% 1.60 2.00 15.25% 17.65% 15.00% 18.00%

Source:  Deloitte Corporate Finance analysis
Note:
1. For Loy Yang A we have estimated a blended discount rate which reflects the risk profile of both its contracted and uncontracted 

operations.

We have estimated the cost of equity for the corporate operations of the Controlled Assets (i.e. overheads, debt 
and tax-related cash flows) as a year on year blend of the discount rates applicable to the Businesses. This 
blended discount rate is derived by weighting the relevant year on year discount rates in proportion to the 
relating operating cash flow for each Businesses in of the Controlled Assets. Based on this approach, the 
resultant weighted average discount rate applied to the cash flows is between 11.4% and 12.4%.

The range showed in the table above refers to the lowest and the highest discount rate applied during the life of 
the Assets. However, it must be taken as a reference only since each period has been discounted at a specific 
discount rate included in this range.
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Appendix 3: Debt margin analysis
The tables below sets out details of the observed bond issues referred to in Section 6.3.3 of this report.

Table 40: Debt margins negotiated on recent issues of BBB bonds in the Australian market

Issue Date Issuer $ million
Yield at date 

of issue
BBSW at 

date of issue
Spread over 
BBSW (bps)

06-Dec-2010 Bank of Queensland 200 6.37% 4.78% 159 
29-Sep-2010 DBNGP Finance Company Pty Ltd 150 8.48% 4.74% 374
29-Sep-2010 DBNGP Finance Company Pty Ltd 400 7.97% 4.74% 324
29-Sep-2010 Mirvac Group Finance Ltd 225 8.02% 4.74% 328 
22-Jul-2010 APT Pipelines Ltd 300 8.02% 4.60% 342
06-Jul-2010 Sydney Airport 175 8.09% 4.50% 359
21-Apr-2010 Dexus Finance Limited 180 8.15% 4.43% 372
09-Apr-2010 Adelaide Airport 285 7.06% 4.37% 269

Source: Thomson Reuters, Deloitte Corporate Finance analysis
Note: Yield is at date of issue. The current traded yield (as at 21 March 2011) is used for Bank of Queensland, Dexus Finance and Adelaide 
Airport where yield at issue data is not available.

Table 41: Debt margins implied by the current yield to maturity of BBB bonds issued by infrastructure entities

Issue Date Issuer $ million
Current 

Yield
Current 
BBSW

Current 
Spread over 
BBSW (bps)

22-Jul-2010 APT Pipelines Ltd 300 8.39% 4.73% 367 
06-Oct-2006 Origin Energy Ltd 100 6.16% 4.73% 144
06-Oct-2006 Origin Energy Ltd 100 7.14% 4.73% 241
31-Oct-2005 United Energy Distribution Pty Ltd 500 8.90% 4.73% 418
29-Jul-2004 Energy Partnership Gas Pty Ltd 150 7.58% 4.73% 286 
29-Jul-2004 Energy Partnership Gas Pty Ltd 100 9.09% 4.73% 437
25-Feb-2003 Snowy Hydro Ltd 104 7.88% 4.73% 316
25-Feb-2003 Snowy Hydro Ltd 66 7.83% 4.73% 310 
25-Feb-2003 Snowy Hydro Ltd 53 7.82% 4.73% 309 
21-Feb-2003 Envestra Victoria Pty Ltd 45 9.12% 4.73% 439
26-Feb-2002 Meridian Energy Ltd 100 7.98% 4.73% 325

Source: Thomson Reuters, Deloitte Corporate Finance analysis
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Coal fired power generation assets

Eraring Gentrader Agreements / Origin Energy Limited
In December 2010, Origin Energy Limited acquired certain rights to Eraring Energy’s two black coal-fired 
power stations; the 2,800 MW Eraring power station and the 240 MW Shoalhaven power station located on the 
shore of Lake Macquarie for a consideration of $959 million. 

Under the Gentrader agreements, Origin will purchase and supply fuel to the power stations, pay the agreed 
charges and have the rights to sell, trade and distribute electricity while Eraring will still own, maintain and 
operate the power stations.

The Eraring Energy Gentrader bundle agreements expire at the same date as the estimated useful life of the 
power stations being in 22 years (June 2032) for the Eraring power station and 28 years (June 2038) for the 
Shoalhaven power station.

Delta Western Gentrader Bundle / TRUEnergy Pty Limited
In December 2010, TRUenergy, acquired certain rights to two electricity assets owned by Delta Electricity (a 
NSW government-owned entity) for a consideration of $539 million. The assets were the Mount Piper and 
Wallerawang black coal-fired power stations which have installed electricity generation capacities of 1,400 MW 
and 1,000 MW respectively.

Under the Delta Western Gentrader Bundle agreements, TRUenergy will purchase and supply fuel to the power 
stations, pay the agreed charges and have the rights to sell, trade and distribute electricity while Eraring will still 
own, maintain and operate the power stations.

The Delta Western Gentrader bundle agreements expire at the same date as the estimated useful life of the power 
stations being in 19 years (June 2029) for Wallerawang and in 33 years (June 2043) for Mt Piper. 

Loy Yang A Power Station / Transfield Services Limited
In March 2007, Transfield Services Limited announced the acquisition of a further 4.71% interest in the 2100
MW Loy Yang A power station from Mitsui & Comany for an equity consideration of $64.4 million. 

The multiples are based on a total consideration price of $205.5 million which includes 50% of the $181 million 
bridge loans from the Commonwealth bank of Australia that were used to finance Transfield’s 14.03% interest 
in the Loy Yang A power station acquired over the period July 2006 to March 2007. 

Loy Yang A Power Station / Transfield Services Limited
In July 2006, Transfield Services Limited announced it had acquired a 9.3% interest in the Loy Yang A power 
station from the Commonwealth bank of Australia for an equity consideration of $115 million. 

The multiples are based on a total consideration price of $154.9 million which includes 50% of the $181 million 
bridge loans from the Commonwealth bank of Australia that were used to finance Transfield’s 14.03% interest 
in the Loy Yang A power station acquired over the period July 2006 to March 2007. 

Gas fired power generation assets

Kwinana Power Station / EIT Kwinana Holdings Pty Ltd
EIT Kwinana Holdings Pty Ltd is in the process to acquire a further 20% stake in EIT Kwinana Holdings Pty 
Ltd, the private company that owns an Australian based gas-fired 320 MW cogeneration power plant located 40 
kilometres south of Perth.

The acquisition represents the exercise of an option granted to EIT Kwinana Holdings Pty Ltd during its 
acquisition of a 20% stake in the Kwinana power station in October 2010.

The Kwinana Power station had a 25 year PPA with Synergy covering 96% of its capacity which was contracted 
when the power station was completed in late 2008. Kwinana also had a 15 year gas supply agreement under 
which the gas price is fixed. 

Annexure A: Independent Expert’s Report continued
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As the transaction is pending, the implied multiples are not known.

Kwinana Power Station / EIT Kwinana Holdings Pty Ltd
In October 2010, EIT Kwinana Holdings Pty Ltd (subsidiary of the Energy Infrastructure Trust, the Australia 
based trust with investments in a variety of energy assets) acquired a 30% stake in the Kwinana power station 
from ERM Power Pty Ltd, the Australia based company engaged in gas and electricity generation and retail for a 
consideration of $41.26 million. 

The Kwinana power station is an Australian based gas-fired 320 MW cogeneration power plant located 40 
kilometres south of Perth.

The multiples are calculated based on EIT assuming the Kwinana term facility of $156 million at the time of the 
sale.

The Kwinana Power station had a 25 year PPA with Synergy covering 96% of its capacity which was contracted 
when the power station was completed in late 2008. Kwinana also had a 15 year gas supply agreement under 
which the gas price is fixed. 

The sale included an option for EIT Kwinana Holdings Pty Ltd to purchase a further 20% of the asset.

Cawse power station / Norilsk Nickel Cawse Pty Ltd
In September 2010, Norilsk Nickel Cawse Pty Ltd acquired the Cawse Power Station, a 21 MW gas-fired co-
generation plant, 55km north-west of Kalgoorlie in Western Australia from Alinta Energy Limited for a 
consideration of $17.5 million. 

Prior to the sale, Alinta had an energy supply agreement in place with Norilsk to supply electricity, steam and 
desalinated water generated from the Cawse power station to the Norilsk Nickel Project. The parties had been in 
dispute in respect of the agreements and the acquisition of the Cawse power station was made in order to 
terminate of the energy supply arrangements and settle the dispute. Braemar 2 / Arrow Energy Limited

In August 2009, Arrow Energy Limited, the listed Australian company, announced the acquisition of a further 
24.9% of Braemar 2 Power Station in Queensland from ERM for A$45 million, taking its total interest to 74.9%.
Arrow retains an option to purchase the remaining 25.1%.

Braemar 2 is an integrated 450 MW open cycle gas-fired power station and 110 km high-pressure gas pipeline 
network located 40 km southwest of Dalby in Queensland. 

The multiples are calculated based on Arrow Energy assuming 50% of the Braemar 2 partnership debt facilities 
(the Braemar 2 debt facility was reported by Arrow post transaction as $335 million on 31 December 2009).

Braemar 2 had long term gas supply agreements in place including a 10 year electricity off-take agreement with 
Origin expiring in 2019 and electricity output agreements with ERM retail.

BBP Kwinana Power Pty Ltd / ERM Power Pty Ltd
In March 2009 ERM Power Pty Ltd acquired a 50% interest in the Kwinana power station from Alinta Energy 
Limited (which reduced Alinta Energy Limited’s share in the asset to zero) for a consideration of $58.15 million. 

The multiples are calculated based on ERM having assumed the remaining $162.7 million owing on Alinta 
Energy’s Kwinana construction facility as part of the transaction. 

Kwinana Power Pty Ltd / ERM Power Pty Ltd
In December 2008 ERM Power Pty Ltd acquired a 20% interest in the Kwinana power station from Alinta 
Energy Limited for a consideration of $21 million. The transaction reduced Alinta Energy’s shareholding to 
50%.  

The multiples are calculated based on ERM having assumed 50% of the remaining $173.7 million owing on 
Alinta Energy’s Kwinana construction facility as part of the transaction.F
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NewGen Power Neerabup Pty Ltd / ANZ Infrastructure Services Limited
In November 2008, ANZ Infrastructure Services Limited acquired a 50% interest in the Neerabup power station 
from Alinta Energy Limited for a total consideration of $45 million.

Neerabup power station is a 330 MW open cycle, gas-fired power station located in the town of Neerabup, 
approximately 40km north of Perth, Western Australia. Neerabup incorporates a 30km high pressure gas 
pipeline and gas compressor station, connected to the Dampier to Bunbury Natural Gas Pipeline, and gas 
storage.

The multiples are calculated based on ANZ Infrastructure Services Limited having assumed the remaining 
$165.5 million owing (being 50% of the original facility plus additional amounts drawn down) on Alinta 
Energy’s Neerabup power station project financing.

Tamar Valley power project / Aurora Energy Pty Ltd
In August 2008, Alinta Energy Limited sold the Tamar valley power project to the Tasmanian government-
owned Aurora Energy Pty Ltd, an electricity retailing business, for a consideration of $100 million.

The Tamar Valley Power project is a 390 MW gas-fired cogeneration facility based in Tasmania.

The multiples are calculated based on Aurora Energy assuming the $192.5 million remaining committed 
construction costs. 

NewGen Power Uranquinty Pty Ltd / Origin Energy Limited
In July 2008 Babcock & Brown Power (BBP) sold its 100% interest in NewGen Power Uranquinty Pty Ltd 
(Uranquinty) for a consideration of $700 million to Origin. 

The consideration includes the Uranquinty construction debt facility of $510 million (of which $404 million was 
drawn at date of sale) which was assumed by Origin as part of the transaction.

Uranquinty is a 640 MW power station near Wagga Wagga in South Western NSW. Uranquinty was under 
construction at the date of sale.

Ecogen / Industry Funds Management
In July 2008 BBP sold its 72.61% equity stake in Ecogen Holdings Pty Ltd for a consideration of $87 million to 
Industry Funds Management (IFM). BBP’s component of the Ecogen debt facility of approximately $93 million 
was assumed by IFM.

Ecogen owns Newport (gas-fired thermal plant) and Jeeralang (OCGT) power stations in Victoria with an 
aggregated generation capacity of 1,029 MW.

Braemar power station / Alinta Energy Limited
In December 2007, Alinta Energy Limited purchased ERM’s 15% minority equity interest in Braemar for $36 
million taking BBP’s ownership interest to 100%. 

Braemar is a 455 MW coal fired power station located south west of Dalby in Queensland.

Uranquinty power station / Alinta Energy Limited
In December 2007, Alinta Energy Limited purchased ERM’s 30% interest in Uranquinty for $75 million (being 
$25 million plus a $50 million equity funding commitment on completion) taking BBP’s interest to 100%.

Uranquinty is a 640 MW gas-fired power station near Wagga Wagga in South Western NSW. 
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Renewable energy assets

Mt Millar Wind Farm / Meridian Energy Limited
In May 2010, Meridian Energy Limited, the New Zealand based power generation company, acquired the Mt 
Millar Wind Farm, located in South Australia from Transfield Services Infrastructure Fund, the listed Australian 
based energy generation company, for a consideration of $191 million. 

Mt Millar consists of 35 operational turbines producing 70 MW of power. The transaction is subject to certain 
conditions. 

At the time of sale, the Mt Millar wind farm had a PPA in place that runs through to the end of 2012. 

Infigen / European Renewable Energy Fund I LP
In April 2010, European Renewable Energy Fund I LP, the UK based fund of Platina Partners LLP, the UK 
based private equity firm, acquired the French assets of Infigen Energy Limited for a consideration of $90 
million. 

Infigen Energy Limited is a listed Australian owner and operator of a portfolio of wind farms. The French assets 
comprised 52 MW of operational wind farms.

86% of Infigen's revenues were contracted for the year ended 30 June 2010.

Innergex Renewable Energy Inc. / Innergex Power Income Fund
Innergex Renewable Energy Inc is a listed Canadian company headquartered in Longueuil, Quebec and an 
operator of renewable power generating facilities. Innergex operates hydroelectric power plants and wind farms, 
for a total net installed capacity of 326 MW.

In February 2010 Innergex Renewable Energy was acquired by Innergex Power Income Fund, an open ended 
investment trust, which owns and manages electricity production units for a consideration of $345.79 million. 

Innergex had five operating facilities consisting of four hydroelectric facilities and one wind farm. These 
facilities were commissioned between December 2005 and January 2010 and have a weighted average age of 1 
year. They sell the generated power under long term PPAs that have a weighted average remaining life of 24.1 
years.

Energy Developments Limited / Greenspark Power Holdings Limited
In November 2009, Greenspark Power Holdings Ltd, the entity ultimately controlled by Pacific Equity Partners 
an Australian private equity firm, acquired 79.6% of the share capital of Energy Developments Limited, the 
Australian listed renewable energy provider for a total consideration of $776.6 ($423.5 million cash paid for the 
shares and $431.1 million being the total debt assumed).

Energy Developments Limited is an Australian based renewable energy and remote electricity generation 
company which had 57 small electricity generation projects (35 of which are in Australia), with a total combined 
generation capacity of 590 MW. 

Queensland Government Assets / Transfield Services Infrastructure Fund
In November 2007, Transfield Services Infrastructure acquired 4 operating wind farms from the Queensland 
Government for a consideration of $333.4 million.

The assets included the Windy Hill wind farm in Queensland (12 MW), Starfish Hill (34.5 MW) and Toora (21
MW) wind farms in Victoria and Mt Millar in South Australia (70 MW) for a total capacity of 137.5 MW. 

100% of the power and REC generated by the wind farms will initially be contracted through off-take 
agreements with some of Australia's largest energy retailers including Synergy, AGL, Ergon and 
EnergyAustralia. The contract expiry dates for the farms are as follows; Starfish 2008 (1yr), Toora & Mt Millar 
2012 (4yrs), Windy Hill 2016 (9yrs) and Emu Downs 2017-2021 (between 10 and 15 years).F
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Wattle Point Wind Farm / ANZ Energy Infrastructure Trust
In April 2007, Alinta Energy Limited sold the 91 MW Wattle point wind farm to ANZ Infrastructure services for 
$225 million.

Wattle Point Wind Farm is a 91 MW wind farm located at Wattle Point, South Australia’s Yorke Peninsula and 
was acquired by Alinta as part of the merger of Alinta and AGL’s infrastructure assets in October 2006.

The Wattle Point wind farm had a 25-year off take deed commenced in June 2005 (21 year remaining term), 
with AGL Hydro, a 100% subsidiary of AGL Energy, for 100% of its capacity.

Wind farm development projects - Construction Stage 

Collgar Wind Farm / UBS International Infrastructure Fund & REST
In April 2010, Investec Bank Australia sold the Collgar Wind Farm Project in Western Australia to UBS and 
REST. 

The Collgar wind farm is a 206 MW wind farm located in the Wheatbelt, Western Australia. Construction of the 
wind farm is scheduled for completion in 2012.

The wind farm was at an advanced stage of development, after research and development tasks had been 
completed but prior to construction. Furthermore, the wind farm was transacted 1 month after the signing of a 
PPA contract with Synergy, under which the energy retailer agreed to purchase power from the farm for a 25 
year term.

Hallett 4 / Energy Infrastructure Investments consortium
In October 2009, AGL sold the its Hallett 4 wind farm to the Energy Infrastructure Investments (EII) 
consortium, made up of Marubeni Corporation (39.9%), Osaka Gas (39.9%) and APA Group (20.2%). 

The Hallet 4 wind farm is a development stage wind farm asset on the Hallett Hill range approximately 40km 
from Burra in South Australia. Hallett 4 had an expected capacity of 132.3 MW and scheduled completion date 
of June 2011.

EII will own the wind farm while AGL will buy all of the electricity and Renewable Energy Certificates 
produced, as well as operate and maintain the facility under long term fixed cost arrangements until 2036. As at 
the date of the transaction AGL had incurred development costs of approximately $150 million and forecasted
additional $160 million in expenditures to complete the project. 

AGL realised $88 million in development fees as part of the transaction.  

Hallett 2 / ANZ Infrastructure Services Limited
In August 2008, AGL sold its Hallett 2 wind farm to ANZ Infrastructure Services. 

The Hallet 2 wind farm is a development stage wind farm asset on the Hallett Hill range approximately 40km 
from Burra in South Australia. Hallett 2 had an expected capacity of 71.4 MW and expected completion date of 
January 2010.

ANZ will own the wind farm while AGL will buy all of the electricity and Renewable Energy Certificates 
produced, as well as operate and maintain the facility under long term fixed cost arrangements until 2035. As at 
the date of the transaction AGL had incurred development costs of approximately $42 million and forecasted
additional $117 million in expenditures to complete the project.

AGL realised $59 million in development fees as part of the transaction. 

Bald Hills wind farm / Mitsui & Co
In June 2008, Mitsui & Co. Ltd, through its subsidiary Mitsui & Co. (Australia) Ltd acquired 100% of the shares 
of Bald Hills Wind Farm Pty Ltd, a company holding the development rights for the Bald Hills wind farm 
project in Victoria.

Annexure A: Independent Expert’s Report continued
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The Bald Hills wind farm is a development phase project involving the construction of a 104 MW wind farm on 
a site located in South Gippslan (Victoria). Completion of the development phase was scheduled for April 2009 
at the time of the transaction.

Wind farm development projects - Development-approval Stage

Silverton wind farm / MCAL
In May 2010, Portuguese group Martifer Renewable Electricity, along with its business partners Epuron and 
Macquarie Capital Group sold a 25% stake in the Silverton wind farm project to MCAL for a consideration of 
$17 million. 

Silverton Wind Farm is a proposed 1GW wind farm project which will be located in the Barrier Ranges of 
NSW, five kilometres north of Silverton and 25 kilometres north-west of Broken Hill. 

The Silverton wind farm was a development-approval stage wind farm project at the time of the transaction 
which had been assessed by the NSW Department of planning and received project approval and development 
approval on 24 May 10. 

Barn Hill and Crows Nest wind farms / AGL Energy Limited
AGL Energy Limited (AGL) announced on 18 June 2009 that it had acquired two wind farm developments 
(Barn Hill, near Adelaide, and the right to expand its existing wind farm development at Crow’s Nest, near 
Toowoomba) from Transfield Services Limited for $9 million. 

The Barn Hill wind project is a 124-186 MW wind development project located 170km north of Adelaide. Barn 
Hill had obtained development consent and had an expected commissioning date of September 2011 at the time 
of the transaction. 

Collectively, these two projects had incurred $3 million in development costs at the date of the transaction.

Wind Power Pty Ltd / Origin Energy Limited
In May 2009, Origin Energy Limited acquired 100% of the shares in Wind Power Pty Ltd, the Australia based 
wind farm development company and its fully owned subsidiaries, for a consideration of $42 million (including 
a base payment of $34 million and a contingent consideration of $8 million).

The Wind Power business comprises a portfolio of wind farm development sites in Victoria with a total 
proposed capacity of 1,460 MW including the 484 MW Stockyard Hill Wind Farm located near Ballarat and the 
38 MW Lexton wind farm project. 

The wind farms are primarily at the R&D and development-approval stages of development however Stockyard 
Hill and Lexton were at more advanced stages of development at the time of the transaction. Stockyard Hill 
wind farm was granted approval for 157 turbines at and all of the associated planning permits in October 2009 
by the Victorian Minister for Planning and the Lexton wind farm project had been granted development 
approval at the time of the transaction.

Epuron Pty Ltd / Origin Energy Limited
In January 2008, Origin Energy Limited acquired 3 wind development projects from Epuron Pty Ltd, a wind 
farm development company with 90 MW total potential capacity for a consideration of $5 million.

The three projects included the 30 MW Cullerin Range wind farm, located 30 km west of Goulburn in southern 
New South Wales, and rights to the proposed Conroy’s Gap and Snowy Plains wind farms in southern NSW 
with permits to generate 30 MW each. 

The wind farm projects were at the project development approval stage of development, the NSW Department of 
Planning having granted Project Approval to Epuron for the Cullerin Range Wind Farm in February 2007. F
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Oaklands Hill wind farm & Coopers Gap wind farm / AGL Energy Limited
In December 2008, AGL acquired 100% of the equity of Oaklands Hill Wind Farm Pty Ltd and Coopers Gap 
Wind Farm Pty Ltd from Investec Holdings Wind Pty Ltd for a consideration of $14.3 million.

The Oaklands Hill Wind Farm is a development-approval stage wind farm asset located in Oaklands Hill (near 
Glenthomson, VIC) with a 300 MW stage 1 and 200 MW stage 2 potential capacity. The development 
application was ready to be lodged and the project had an expected completion date of late 2011 at the time of 
the transaction. 

The Coopers Gap Wind Farm is a development-approval stage wind farm development project Kingaroy, QLD 
with a permitted, potential capacity of 63 MW. At the time of the transaction it was expected that planning 
would proceed until late 2011, followed by detailed design & construction for up to 2 years and a scheduled 
project completion date of 2014.

Wind farm development projects - Pre-feasibility Stage

Crows Nest wind farm, Ben Lomond wind farm & World’s End wind farm / AGL Energy 

Limited
In July 2008, AGL acquired 100% of the Crows Nest wind farm, Ben Lomond wind farm and World’s End wind 
farm for $11.5 million.

The Crows Nest wind farm is a 150 MW permitted wind farm site in Toowoomba QLD. 

The Ben Lomond wind farm project is a 150 MW wind farm site located in Armidale NSW. The development 
application and associated permits for the wind farm project were ready to lodge at the time of the transaction. 

World's End was a 180 MW wind farm site located in Burra, SA. The project had received development 
application approval at the time of the transaction.

Annexure A: Independent Expert’s Report continued
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We provide descriptions for each of the above companies as follows:

Redbank Energy Limited (Formerly: Alinta Energy Limited)
Following implementation of Alinta Energy Limited’s (Alinta) various schemes of arrangement on 29 March 
2011, the majority of Alinta’s assets (which included power generation assets as well as energy retail businesses) 
have been transferred to Alinta’s lenders and ex-Alinta securityholders now own only shares in Redbank Energy 
Limited (REL). REL’s only power station asset is Redbank Power Station (this excludes a 50% interest in Oakey 
Power Station which is held for sale), a 151 MW black coal-fired power station. REL is wind down mode.

Energy Developments Limited
Energy Developments is an Australian renewable energy company with operations in Australia, the US, the UK 
and Europe. Energy Developments has 57 small electricity generation projects 35 of which are in Australia, with 
a total combined generation capacity of 590 MW. 

Energy Development’s key Australian assets include the 61 MW West Kimberly liquefied natural gas project 
(Pilbara region, WA), the Yulara compressed natural gas transport project (near Uluru in the Northern 
Territory), the 32 MW German Creek waste coal mine power station (200 kilometres (km) west of 
Rockhampton,  Queensland) and the Moonbah North 45 MW waste coal mine power station (near Middlemount, 
Queensland).

Infigen Energy Limited
Infigen Energy (Formerly: Babcock & Brown Wind Partners) is an Australian-based renewable energy company 
which operates and holds interests in wind farm assets. 

Infigen has a total installed capacity of 2,193 MW made up of 6 operating wind farms in Australia (550 MW
capacity), 12 wind farms in Germany (129 MW capacity) and 18 wind farms in the US (1,550 MW capacity). 

AGL Energy Limited
AGL Energy is an Australian integrated energy company which owns and operates electricity generation assets, 
engages in the purchase and sale of electricity, conducts resource exploration activities and supplies electricity 
and gas to retail customers.

AGL’s has a diversified electricity generation portfolio including 5 coal-fired power stations and a 32.5% 
interest in the Loy Yang A power plant (the coal fired assets have a 2,500 MW combined capacity), 5 gas-fired 
power stations (1,570 MW), 8 hydro-electric power stations (789 MW) 15 wind farms (928 MW) and 3 other 
renewable power generation assets. However AGL’s energy generation activities contribute only a small 
proportion (approximately 10%) of its total revenues. 

AGL is primarily an electricity retailer, and its operations involve the provision of gas and electricity to its 
wholesale and retail accounts. AGL supplies over 3.2 million customers across Australia.

AGL also conducts gas exploration, extraction and production projects in Queensland, NSW and South 
Australia.

Origin Energy Limited
Origin Energy is an integrated energy company which operates power generation assets, conducts oil and gas 
exploration projects and supplies electricity to industrial and retail customers in Australia.

Origin Energy’s power generation assets include 1 coal-fired power plant (Mt Stuart in North Queensland with a 
capacity of 414 MW), 9 gas-fired power stations across Australia (with a combined capacity of 1,200 MW) and 
one 30 MW wind farm in NSW. Origin’s power generation operations comprise only approximately 5% of its 
total revenues as it operates primarily as an electricity retailer. 

AGL’s 4.6 million customer accounts include retail and wholesale accounts in Australia and accounts held with 
Contact Energy in NZ, Origin Energy’s 51.4% owned retail energy business in New Zealand.

Origin also operates some offshore resource exploration projects in the Pacific.F
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Spark Infrastructure Limited
Spark Infrastructure is an Australian electricity distribution business which is primarily involved in transporting 
energy from transmission terminal stations to electricity customer’s homes. 

Spark Infrastructure is considered an infrastructure business that derives its revenue from regulated assets 
(including electricity and gas distribution, regulated water and sewerage) meaning that its cash flows are stable 
and it has a relatively low risk profile. 

Spark Infrastructure has investments in major Australian electricity businesses including ETSA Utilities in South 
Australia, and Citipower and Powercor in Victoria. Operating through these vehicles, Spark Infrastructure 
provides services to over 800,000 customers in South Australia and 300,000 customers in Victoria.

SP AusNet Limited
SP AusNet is an Australian electricity and gas transmission and distribution business which is involved in 
transporting electricity from generation plants and transmission terminals to the end user, and operating gas 
pipelines.

SP AusNet delivered electricity to over 600,000 consumers in Victoria through approximately 6,500 kilometres
of electricity transmission lines and 12,800 high voltage towers. SP AusNet transported natural gas to 
approximately 570,000 consumers in central and western Victoria.

In addition, SP AusNet provides electricity, gas and water metering solutions, provides infrastructure support for 
telecommunications and other infrastructure services. 

DUET Group
The DUET Group invests in electricity and gas transmission and distribution assets in Australia and the US. 

DUET’s major electricity investments include the Dampier Bunbury Pipeline which transport natural gas in the 
Carnarvon basin in WA (60% interest), United Energy Distributions, a Victorian electricity distribution network 
(66% interest), Multinet Group Holdings, a Victorian gas distribution company (79.9% interest) and WA gas 
networks, a gas distribution network (25.9% interest). 

Operating through these investment vehicles, DUET provides distribution and transmission services to almost 
600,000 customers in Pittsburgh in the US, has an electricity network spanning 3,412 km2 in Victoria and a gas 
network of almost 13,000 km of pipelines in WA.

APA Group
APA group owns, operates and invests in natural gas transmission and distribution assets in Australia. 

Collectively, APA has interests in and operates approximately 12,700 kms of pipelines and 22,000 kms of gas 
distribution networks. 

APA also owns the Mondarra gas storage facility in Western Australia and the Dandenong liquid natural gas 
storage facility in Victoria.

Hastings Diversified Utilities Fund
Hastings Diversified Utilities Fund is an open ended equity mutual fund managed by Hastings Funds 
Management Limited. 

The Hastings Diversified Utilities Fund portfolio has two key utilities assets, Epic Energy in Australia (a wholly 
owned asset) which operates gas transmission pipelines country-wide and a 39% interest in the UK South East 
Water which is a regulated UK water utility company. 

Contact Energy
Contact Energy is a New Zealand based energy company which is primarily engaged in the operation of its 
electricity generation assets and the supply of electricity to industrial and retail customers. 
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Contact owns 5 gas-fired and co-generation power stations (approximately 1,000 MW capacity), 2 hydro electric
power stations (approximately 800 MW capacity), 4 geothermal power stations (340 MW capacity) and 1 
distillate-fired peaking station (155 MW capacity).

Contact energy also supplies services to over 450,000 retail electricity customers, 60,000 gas customers, and 
50,000 liquefied petroleum gas (LPG) customers.

Trustpower
Trustpower is a New Zealand based energy generation company that operates renewable electricity generation 
assets in Australia and New Zealand and also operates as an electricity retailer.

Trustpower has 36 small hydroelectric power stations in New Zealand (combined capacity of approximately 500
MW) and 1 operating wind farm in New Zealand’s North Island (installed capacity of 161 MW). 

Trustpower’s retail electricity business supplies electricity to around 225,000 customers and provides 
telecommunications support services to 23,000 customers in New Zealand.

TransAlta Corporation
TransAlta is a large Canadian power generation company that produces electricity through a diversified portfolio 
of generation assets. 

TransAlta has 6 coal-fired power stations (over 4,000 MW capacity), 17 gas-fired power stations (approximately 
1,800 MW capacity), 28 hydro-electric power stations (over 80 MW capacity), 16 wind farms (over 1,000 MW
capacity) and 10 other renewable power generation assets which include small geothermal and biomass 
generation assets (180 MW capacity).

TransAlta derives almost all (92% of total revenue in the 2010 year) of its revenue from the contracted sale of 
electricity from these assets to power transmission and distribution businesses in Canada.

Cleco Corporation
Cleco Corporation is a US power generation company and electricity retailer.

Cleco Corporation’s major generation assets include 1 coal-fired power station (157 MW capacity) and 3 gas-
fired power stations (2,550 capacity) in the US.

Cleco, through its electricity retail operations, served over 250,000 customers in central and South Eastern 
Louisiana. 

Portland General Electric
Portland General Electric is an integrated electric utility company in Oregon in the US. Portland owns and 
operates electricity generation assets, sells electricity and natural gas in the wholesale electricity market and 
distributes and sells electricity to retail customers.  

Portland operates 2 coal-fired power stations (315 MW capacity), 3 gas-fired power stations (over 1,000 MW
capacity), 7 hydro-electric power stations (over 350 MW capacity) and 2 wind farms (275 MW capacity).

Portland also operates a transmission and distribution business that supplies electricity to over 800,000 
customers in Oregon.

Capital Power Corporation
Capital Power Corporation is a Canadian power generation company that produces electricity through a 
diversified portfolio of generation assets. 

Capital Power Corporation’s major assets include 1 coal-fired power station (over 450 MW capacity), 2 gas-
fired power stations (over 400 MW capacity), 1 small hydro-electric power station, 1 small wind farm and 1 
small landfill gas powered plant (the three small electricity generation assets have a combined capacity of 12
MW). F
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Algonquin Power & Utilities Corp
Algonquin Power & Utilities Corp is a Canadian based electricity generation and water utility company with 
operations in Canada and the US. 

Algonquin operates a diversified range of power generation assets including 5 gas-fired and co-generation power 
stations which produce electricity, heat and/or steam (160 MW capacity), 44 hydro-electric power stations (242
MW capacity), 1 wind farm (99 MW capacity) and 19 other renewable power generation assets (including 
biomass-powered plants, waste-fired plants, wood-fired plants and solar plants with a combined generation 
capacity of 70 MW). 

Algonquin also operates as a utility company with 19 water facilities that are involved in the distribution, 
reclamation, treatment and filtration of water. 

ERG Renew S.p.A
ERG Renew S.p.A is an Italian renewable energy generation company and electricity retailer.

ERG operates 14 wind farms in Italy and France (310 MW capacity), has a Thermoelectric Power Generation 
division which produces and sells thermoelectric power, steam, and gas and operates some small hydro-electric 
power stations with a total capacity of 2.2 MW.

ERG also provides some water treatment services through 20 workshops that treat industrial waste. 

Innergex Renewable Energy Inc.
Innergex is a Canadian based renewable electricity generation company that owns and operates assets in the US.

Innergex operates 14 hydroelectric power stations (95 MW capacity) and 3 wind farms (50 MW capacity).

EDF Energies Nouvelles 
EDF Energies Nouvelles, a 50% owned subsidiary of the EDF Group, is a renewable electricity generation 
company based in France that owns and operates wind farms in the US, Canada, Europe and Brazil.

EDF operates over 90 wind farms (2,900 MW capacity), 11 hydroelectric facilities (131 MW capacity) and over 
80 small solar and other renewable power generation facilities (322 MW installed capacity).

EDF contracts much of its production capacity in the US and Canada under PPA agreements, EDF’s electricity 
output is also subject to regulation in the majority of markets under which it operates.  

Theolia
Theolia is a renewable electricity generation company based in France that owns and operates 360 MW of wind 
farm assets and operates a further 425 MW of wind farm assets for third parties.

Theolia is also involved in other renewable power generation projects including hydraulic and biofuel initiatives 
however substantially all of Theolia’s revenues are derived from its wind farm operations. 

Iberdrola Renovables.
Iberdrola Renovables is a renewable electricity generation company based in Spain that owns and operates 
renewable energy assets in more than 20 countries. 

Iberdrola has a total installed generation capacity of 10,752 MW, 87% of which is comprised of wind farm 
assets in the US, UK and Spain. Iberdrola also owns small cogeneration power stations and biomass generation 
facilities. 

In the 2010 financial year, 91% of Iberdrola’s production capacity was contracted under PPAs. 

Annexure A: Independent Expert’s Report continued
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EDP Renovaveis
EDP Renovaveis, the subsidiary of EDP-Energias de Portugal, is a renewable electricity generation company 
based in Spain with operations in Canada, US, UK, Belgium, France, Brazil, Italy, Poland, Portugal and 
Romania.

EDP Renovaveis operates wind farms across Europe and the America’s with a total installed generation capacity 
of 6,663 MW.

A large portion (83%) of EDPs electricity output is derived from either contracted or regulated sources. 
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Appendix 6: Sources of information
In preparing this report we have had access to the following principal sources of information:

annual financial reports for TSIF for the years ending 30 June 2008, 30 June 2009, 30 June 2010 and half 
year ended 31 December 2010

TSIF company announcements, investor presentations and board papers including the internal board paper 
dated December 2010 containing valuation analyses of the Wind Farm Projects  

company websites of Transfield Services Limited, Transfield Services Infrastructure Fund and Ratchaburi 
Electric Generating Holding PLC

financial models supplied by the client for the Assets

websites, annual reports and ASX announcements of the comparable companies of TSIF

websites and publications of Australian economic, statistical and prudential authorities such as the Reserve 
Bank of Australia (RBA), Australian Securities Exchange (ASX), Australian Securities and Exchange 
Commission (ASIC), Economic Regulation Authority (ERA), Independent Market Operator (IMO), 
Australian Bureau of Statistics (ABS), the Australian Bureau of Agricultural and Resource Economics
(ABARE)

websites, publications, reports and determinations of Australian energy market and electricity industry 
regulatory authorities including the National Electricity Market (NEM), Australian Energy Market Operator 
(AEMO), the Australian Energy Market Commission (AEMC), Australian Energy Regulator (AER),  the 
Department of Climate Change and Energy Efficiency, Office of the Renewable Energy Regulator (ORER), 
Department of Resources, Energy & Tourism (DRET)

websites, publications and determinations of Australian water regulatory authorities including the NSW 
Independent Pricing and Regulatory Tribunal (IPART) and the Essential Services Commission (ESC) of 
Victoria

websites and publications of Australian energy industry bodies such as the Energy Supply Association of 
Australia (ESAA) and the Clean Energy Council

websites and publications of economic consulting firms including ACIL Tasman

other publicly available information including information published by the Economics Intelligence Unit 
(EIU), Thomson Reuters, Capital IQ, Mergermarket, media releases and brokers’ reports. 

In addition, we have had discussions and correspondence with certain directors and executives, including Mr 
Steve Loxton, Chief Executive Officer of TSIF, Andrew Rowley-Bates, Chief Financial Officer of TSIF and Mr 
David Smith, General Manager of Investments of TSIF in relation to the above information and to current 
operations and prospects.

Annexure A: Independent Expert’s Report continued
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Appendix 7: Qualifications, declarations and 
consents
The report has been prepared at the request of the Independent Directors of TSIF and is to be included in the 
Scheme Booklet to be given to Public Securityholders for approval of the Proposed Schemes. Accordingly, it 
has been prepared only for the benefit of the Independent Directors and those persons entitled to receive the
Scheme Booklet in their assessment of the Proposed Schemes outlined in the report and should not be used for 
any other purpose.  We are not responsible to you, or anyone else, whether for our negligence or otherwise, if 
the report is used by any other person for any other purpose. Further, recipients of this report should be aware 
that it has been prepared without taking account of their individual objectives, financial situation or needs.  
Accordingly, each recipient should consider these factors before acting on the Proposed Schemes. This 
engagement has been conducted in accordance with professional standard APES 225 Valuation Services issued 
by the APESB. 

The report represents solely the expression by Deloitte Corporate Finance of its opinion as to whether the 
Proposed Schemes are in the best interests of Public Securityholders. In addition, the report provides an opinion 
on whether the Proposed Ancillary Transactions are on arm’s length terms or the consideration payable under 
the Proposed Ancillary Transactions constitutes the receipt by TSE of a collateral benefit for the purposes of the 
Act as interpreted by the Takeovers Panel Guidance Note 21: Collateral Benefits (GN21).

Statements and opinions contained in this report are given in good faith but, in the preparation of this report, 
Deloitte Corporate Finance has relied upon the completeness of the information provided by TSIF, TSE and 
their officers, employees, agents or advisors which Deloitte Corporate Finance believes, on reasonable grounds, 
to be reliable, complete and not misleading.  Deloitte Corporate Finance does not imply, nor should it be 
construed, that it has carried out any form of audit or verification on the information and records supplied to us.  
Deloitte Corporate Finance of our report were issued to TSIF management for confirmation of factual accuracy.

In recognition that Deloitte Corporate Finance may rely on information provided by TSIF, TSE and their
officers, employees, agents or advisors, TSIF has agreed that it will not make any claim against Deloitte 
Corporate Finance to recover any loss or damage which TSIF may suffer as a result of that reliance and that it 
will indemnify Deloitte Corporate Finance against any liability that arises out of either Deloitte Corporate 
Finance’s reliance on the information provided by TSIF, TSE and their officers, employees, agents or advisors 
or the failure by TSIF, TSE and their officers, employees, agents or advisors to provide Deloitte Corporate 
Finance with any material information relating to the Proposed Schemes and the Proposed Ancillary 
Transactions. 

Drafts of our report were issued to TSIF management for confirmation of factual accuracy.  We may not have 
become aware of all information that may be relevant to our valuation of TSIF.

To the extent that this report refers to prospective financial information we have considered the prospective 
financial information and the basis of the underlying assumptions.  The procedures involved in Deloitte 
Corporate Finance’s consideration of this information consisted of enquiries of TSIF personnel and analytical 
procedures applied to the financial data.  These procedures and enquiries did not include verification work nor 
constitute an audit or a review engagement in accordance with standards issued by the AUASB or equivalent 
body and therefore the information used in undertaking our work may not be entirely reliable. 

Based on these procedures and enquiries, Deloitte Corporate Finance considers that there are reasonable grounds 
to believe that the prospective financial information for TSIF included in this report has been prepared on a 
reasonable basis.  In relation to the prospective financial information, actual results may be different from the 
prospective financial information of TSIF referred to in this report since anticipated events frequently do not 
occur as expected and the variation may be material.  The achievement of the prospective financial information 
is dependent on the outcome of the assumptions.  Accordingly, we express no opinion as to whether the 
prospective financial information will be achieved.

Deloitte Corporate Finance holds the appropriate Australian Financial Services licence to issue this report and is 
owned by the Australian Partnership Deloitte Touche Tohmatsu.  The employees of Deloitte principally 
involved in the preparation of this report were Mark Pittorino, Tapan Parekh, Michele Picciotta and Andrew 
Steere. Mark and Tapan are Directors and Michele and Andrew are Senior Managers of Deloitte.  Each have 
many years experience in the provision of corporate financial advice, including specific advice on valuations, 
mergers and acquisitions, as well as the preparation of expert reports.
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Neither Deloitte Corporate Finance, Deloitte Touche Tohmatsu, nor any partner or executive or employee 
thereof has any financial interest in the outcome of the proposed transaction which could be considered to affect 
our ability to render an unbiased opinion in this report.  Deloitte Corporate Finance will receive a fee of 
$340,000 exclusive of GST in relation to the preparation of this report.  This fee is based upon time spent at our 
normal hourly rates and is not contingent upon the success or otherwise of the Proposed Schemes. 

Consent to being named in disclosure document 
Deloitte Corporate Finance Pty Limited (ACN 003 833 127) of Grosvenor Place, 225 George Street, Sydney 
NSW 2000 acknowledges that:

TSIF proposes to issue a Scheme Booklet in respect of the Proposed Schemes between Ratch and the 
holders of TSIF securities (the Scheme Booklet)

the Scheme Booklet will be issued in hard copy and be available in electronic format

it has previously received a copy of the draft Scheme Booklet (draft Scheme Booklet) for review

it is named in the Scheme Booklet as the ‘independent expert’ and the Scheme Booklet includes its 
independent expert’s report in Annexure A. 

On the basis that the Scheme Booklet is consistent in all material respects with the draft Scheme Booklet 
received, Deloitte Corporate Finance Pty Limited consents to it being named in the Scheme Booklet in the form 
and context in which it is so named, to the inclusion of its independent expert’s report in Annexure A of the 
Scheme Booklet and to all references to its independent expert’s report in the form and context in which they are 
included, whether the Scheme Booklet is issued in hard copy or electronic format or both.

Deloitte Corporate Finance Pty Limited has not authorised or caused the issue of the Scheme Booklet and takes 
no responsibility for any part of the Scheme Booklet, other than any references to its name and the independent 
expert’s report as included in Annexure A. 

Annexure A: Independent Expert’s Report continued
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About Deloitte 
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network of member 
firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/about for a detailed description of the legal 
structure of Deloitte Touche Tohmatsu Limited and its member firms.

“Deloitte” is the brand under which tens of thousands of dedicated professionals in independent firms throughout the world collaborate to 
provide audit, consulting, financial advisory, risk management, and tax services to selected clients. These firms are members of Deloitte Touche 
Tohmatsu Limited (DTTL), a UK private company limited by guarantee. Each member firm provides services in a particular geographic area 
and is subject to the laws and professional regulations of the particular country or countries in which it operates. DTTL does not itself provide 
services to clients. DTTL and each DTTL member firm are separate and distinct legal entities, which cannot obligate each other. DTTL and each 
DTTL member firm are liable only for their own acts or omissions and not those of each other. Each DTTL member firm is structured differently 
in accordance with national laws, regulations, customary practice, and other factors, and may secure the provision of professional services in its 
territory through subsidiaries, affiliates, and/or other entities.

In Australia, Deloitte has 12 offices and over 4,500 people and provides audit, tax, consulting, and financial advisory services to public and 
private clients across the country. Known as an employer of choice for innovative human resources programs, we are committed to helping our 
clients and our people excel. Deloitte's professionals are dedicated to strengthening corporate responsibility, building public trust, and making a 
positive impact in their communities. For more information, please visit Deloitte’s web site at www.deloitte.com.au.

Confidential - this document and the information contained in it are confidential and should not be used or disclosed in any way without our
prior consent.

© 2011 Deloitte Corporate Finance Pty Limited. All rights reserved.
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Annexure C: TSIIL Share Scheme
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Annexure C: TSIIL Share Scheme continued
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� !�"���"���"��������������"���2���������#����%��"���"�����!�#�������������������
� !�"�2��!������)���!����� !�"����%��!������A&�%�� !�"��

(>* 84�� ��%�8��)4 !�
� �����%2�95��;� &������!�����%�3���2�������$��"��!�����9��������#�
&�%����!��� !�"�#2��� �&%�����!���9��������������5������� &����!����5"�����$��!��
� !�"��)��#�%������������!��"������ ����"�����%�95� ��&#�����(�*�

� )��%�����#�

+�� ��
 	�	�
 ������ �
�

�!�#�������������������� !�"���#� ��%�������������%�,����!�
�����$�� ������$$� ��&����2��!��
#���#$� ������$��� !��$��!��$����,���� ��%�����#���� �%���?�

(�* �����!�� ��%�����#���� ��&#�������$��!��� !�"���"���"��������������"����(��!����!����!��
 ��%��������� ��&#�����(9*��$��!��� !�"���"���"��������������"���*�!�
����9����
#���#$��%����,��
�%�����  ��%�� ��,��!��!�����"#��$��!��� !�"���"���"���������
�����"����95���11�"�����!���� ��%�)�&��������(��2��$������ �9��2�#& !���������%����$���
#���#$� ��������,��
����$��!�� ��%������#�� �$��%�����!��� !�"���"���"���������
�����"���*@

(9* �!��� !�"���"���"��������������"��������!�
����9�������"�����%�����  ��%�� ��,��!�
��#����"#�9�$������11�"�����!���� ��%�)�&�������@�

( * �����
����$��!�#�������������������� !�"��95��!��)�&���&�%���#� �����'��('*(9*��$��!��
)����������#�� �2��� �&%����,��!�#& !�����������#�"�%�������<&���%�95��!��)�&���&�%���
#� �����'��(/*��$��!��)����������#�� ���#������  ����9��������������������������%�84��@�

(%* #& !���!��� ��%�����#�"�%�������<&���%�95��!��)�&���&�%���#� �����'��(/*��$��!��
)����������#�� ������������������!�#�������������������� !�"���#������  ����9����������
����������������%�84��@���%

(�* �!����%��#��$��!��)�&���"�%��&�%���#� �����'��('*(9*�(��%2��$������ �9��2�#� �����'��(/**�
�$��!��)����������#�� �������
�����!��� !�"�� �"����������$$� �2��&�#&�������#� �����
'��(�1*��$��!��)����������#�� ��

+�* ���	 ����	�


�!��$&�$��"�����$� ��&#�������#��� ��%��������� �%��������!�������������$����
�#���#��$�
 ��&#�#�'��2����2����2�������%���'��$��!�#�������������������� !�"��
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+�+ ��
 �������

�!�#�������������������� !�"��,�������#����%�9���$����$&��!���$�� ������$$� ���$?

(�* �!��7$$� ��
�������%��#������  &��������9�$�����!���&�#�������@���

(9* �!��� !�"���"���"��������������"�����#����"�����%�����  ��%�� ��,��!���#����"#2

&���##���������������������%�84�� ��!��,�#�����������,��������

+�, ����	�	����

(�* ��������������������%�84�� ,�������
�%������!��)�&�������!���� ��%�)�&����������
 ����$� ���2����#& !���!����
�%�� ���#��!��)�&�����<&�#�#2� ��$��"����(�����#�� ���$�"�����#�
,��!����!����=��,��%��*�,!��!���������������$��!�� ��%�����#���� �%������� ��&#�#����(�*
��%����(9*�!�
��9����#���#$��%����,��
�%��

(9* �!�� ����$� ������$����%������� ��&#����'(�*� ��#���&��#� �� �&#�
���
�%�� ���!���#& !�
 ��%�����#���� �%��������#���#$��%2�,��
�%������=������9��,��
�%�

+�- &�"��	�
 '	��.��/��
��'����'���

�!�#�������������������� !�"���#������%����%����,��!��!������)��� !�"����%��!������
A&�%�� !�"����$���5�� !�"��%��#�����9� �"��7$$� ��
�2������!���� !�"��,������� ��%�

' �"���"����������$��!��������������������� !�"�

,�� 0� ����
������������� �� �/	�'�����

������������������,������%���,��!����)2�����  ��%�� ��,��!�#� �����'��(�1*��$��!��
)����������#�� �2�����$$� �� ��5��$��!��)�&�����%��������
�����!��������������������
� !�"���#�#�����#���� �� �9�����%������5��
����95���11�"�����!��$��#��+&#���##���5�
�$�����!��%�5����,!� !��!��)�&��������
�#��!��������������������� !�"��

,�* ���
 ������������
���
��	�
�"���'�����'���

K���!���"���"�������������?

(�* #&9>� ������!����5"�����$��!��� !�"��)��#�%������������!��"������ ����"�����%�95�
 ��&#���2��!��������������������� !�"���!���#2������!���,��!��������!�#���%��������"���#�
���� !��������!��������������������� !�"���!���#��#�����!���"���"�������������2���%�
#�"&������&#�5�,��!��!������#$����$��!������)��� !�"���!���#���%�����A&�%�� !�"��
����#����84���&�%����!������)���!����� !�"����%�����A&�%�� !�"����#�� ��
��52�,����
9������#$����%����84��2�,��!�&���!�����%�$�����5�$&��!���� ��95���5���� ��������������
� !�"���!���!��%���(��!����!���� �#����$��"�%�95��������������������#��������5���%�
������$���������������������� !�"���!���!��%��#�&�%��� ��&#�����*2�95?

(�* ������������������%���
���������84�����%&�5� �"�����%�������������������� !�"��
����#$��2��;� &��%����9�!��$��$��!��������������������� !�"���!���!��%��#�95�
������������������2�,!� !�"&#��9��%���
���%����84�������!��#�"����"���#��!��
����#$��#��&�#&��������!������)��� !�"����%�����A&�%�� !�"�2�$���
����#�������@�

Annexure C: TSIIL Share Scheme continued

F
or

 p
er

so
na

l u
se

 o
nl

y



>>Transfield Services Infrastructure Fund | 216

������� ������1

(�* 84���%&�5��;� &������!��������������������� !�"������#$��2������%��������!��
#��"������$��!��������������������� !�"������#$���(�$���<&���%*���%�%���
���������
����!��#�"����"���#��!������#$��#��&�#&��������!������)��� !�"����%�����A&�%�
� !�"���������$�������#�������@���%

(�* ����!���;�������<&���%2��������������������$$� �������
���%�����#$����������#$��#��$�
�!��������������������� !�"���!���#����84���&�%���#� ������10'���$��!��
)����������#�� �@���%

(9* �#�#�����#���##�9���$����,������ ������$��!��������������������� !�"������#$������
�  ��%�� ��,��!� ��&#��'��(�*(�*���������$$� �����������#$�������  ��%�� ��,��!� ��&#��
'��(�*(�*2�������������������"&#�������2������� &����!������5��$2��!����"����%��%%��##��$�
84�����?

(�* �!��������������������8���#���������#�� ���$������!��������������������� !�"��
�!���#@���%

(�* �!���� &���5�8���#���������#�� ���$������ !�"���� &�����#�

� � !�"��)��#�%�������

-�� !��#	 	�
������'������
 	 ����	�


(�* ������������������"&#����� &����!��2�95�����������!����!��+&#���##���5�9�$�����!��
�"���"�������������2�����"�&���������#���<&�������!�������������"�&����$��!��� !�"��
)��#�%����������5�9�������� !�� !�"���� &���5!��%����#�%���#���%���� �����%�$&�%#�95�
84��2��������&#��������%������%���"�����%���&#���  �&����������%�95���� (��������$��!��
 ��#���&����7������#��$����*��#���&#����$����!��� !�"���� &���5!��%��#2����
�%�%��!�����5�
������#������!���"�&��#�%���#���%�(��##�9��=�$��#���%���!��� !����#*�,����9�� ��%���%����
84��J��  �&���

(9* K���!���"���"����������������%�#&9>� ����� �"����� ��,��!� ��&#� ���(�*2�����
��������������"&#����5������� &����!����5"�����$��!��� !�"��)��#�%������������� !�
� !�"���� &���5!��%�� $��"��!����&#���  �&�����$����%������� ��&#�����(�*��A����!��
�
��%�� ���$�%�&9�2��� !�� !�"���� &���5!��%���,�������5�9���������%������ ��
������
��5"�����$��!��� !�"��)��#�%������������� �9�������!���&"9����$�� !�"���� &�����#�
!��%�95��!���� !�"���� &���5!��%�� �#�����!��8� ��%�����2�,!� !���5"����,��������5����
��#�� ���$������$��!��� !�"�#�

( * �!���9��������#��$�������������������&�%��� ��&#�����(9*�,����9��#���#$��%�95��!����&#����
%�������5��$��!��$����,���������#���� ����?

(�* %�#��� !���2������� &������!��%�#��� !��$2��� !�<&������� !�� !�"��
�� &���5!��%���95�������%���#������!����8���#����%��%%��##�(�#�����!��8� ��%�
����*2�#& !� !�<&��9�����%��,������!����"���$��!��� !�"���� &���5!��%��#�(���
����!�� �#���$�>�����!��%��#2�����  ��%�� ��,��!��!����� �%&��#�#����&����� ��&#��
���*2�$����!������
�����"�&��@���

(�* %���#������������ &������!������8���#��5����%���#������������  �&���,��!���5�
�&#������������(�#�%�$���%�����!��)����������#�� �*�����$��%��������(������J#�
������,!��"�����#��!���� &���5�8���#���*�95�����������������&�!����5�$��"�
� !�"���� &���5!��%��#�

(%* ����!���
�����!��?
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(�* ��� !�"���� &���5!��%�� %��#�����!�
����8���#����%��%%��##@���

(�* �!����&#����9����
�#��!������ !�"���� &���5!��%����#�����=��,������!��� !�"��
�� &���5!��%��J#�8���#����%��%%��##2

��%�����  �&���!�#�9��������$��%�����  ��%�� ��,��!� ��&#�����( *(�* �����%���#��������
#& !�����  �&����#���>� ��%������$&�%�%2 �!����&#����"�5� ��%����!���"�&�����5�9������
�!������
����� !�"���� &���5!��%��������#��������9��=��  �&����$��������9��!��% &������!��
� !�"���� &���5!��%��� ���"#��!���"�&�������!���"�&����#�%�����,��!�����  ��%�� ��,��!�
&� ���"�%�"���5�����#�������

����"&#��!��%��!���"�&��������&#��$����!������
����� !�"���� &���5!��%��2�9&����5�
9���$����  �&����$��"��!���"�&���,����9������!��9���$����$����������"�&��  ��%���%�����!��
�  �&����#����9��������%��#�!�
����9�������%�����!��� !�"���� &���5!��%���,!��� ��%���%�
����!���  �&��������"&#��"���������� ��%#��$��!���"�&��#����%2��!���������,!������
�������%�����!���"�&��#���%���5�����#$��#��$��!���"�&��#�

(�* ����!���;������!����!�����#���#&���&#�����!���"�&���!��%�95��!����&#��������!����&#��
�  �&��2��!���#&���&#�"�5�9�����%�95��!� ��&#�������84���$����,�����!��#���#$� ������$��!��
��&#���J#��9��������#�&�%��� ��&#������

-�* 1�	
��'�" ��

����!�� �#���$�� !�"���� &�����#�!��%����>�������"�#2��!��� !�"��)��#�%���������#�
��5�9�������!��>�����!��%��#���%���5� !�<&����<&���%����9��#����&�%����!��� !�"�#�,����
9��"�%����5�9�������!��>�����!��%��#���%�#��������!��!��%���,!�#����"��������#�$��#�����
�!���� &���5 8���#�����#�����!��8� ��%������

-�+ )
�"�	�� ���
	�

(�* ����"�5� �� ����� !�<&���##&�%�&�%��� ��&#�����( *��$��!�� !�<&�?

(�* �#����&���%�������@���

(�* !�#�����9�������#����%�$�����5"����,��!���#�;�"���!#��$�����!��%�������,!� !�
�!�� !�<&��,�#�#����

(9* �&������!�������%��$�����5���� �""�� ��������!���"���"�������������2������<&�#��$��"�
��� !�"���� &���5!��%��2�����"&#�����##&���� !�<&���!���,�#����
��&#�5� �� ����%
&�%����!�#� ��&#��

-�, 2� �� �����������

����!�� �#���$�,����������� ��!�
����9������
����������(����!������8���#����*��$������%���
"�%��95��� �&����$� �"�������>&��#%� ����?

(�* ,!� !���<&���#���5"����������!��%�����5��$���#&"������#�� ���$�� !�"���� &�����#�!��%�95�
������� &����� !�"���� &���5!��%��2�,!� !�,�&�%���!��,�#��9����5�9�������!���� !�"��
�� &���5!��%�������  ��%�� ��,��!� ��&#�����( *2��!�������#!����9���������%������� &����!���
��5"�����#�"�%������  ��%�� ��,��!��!�����%��@���

(9* ,!� !�,�&�%����
��������$��"�%�#��� !������ !�<&�������5������ &����� !�"��
�� &���5!��%�������  ��%�� ��,��!� ��&#�����( *2�����#!����9���������%���������������"�&��2�
����&#��������%�����#2��<&�������!���&"9����$�� !�"���� &�����#�!��%�95��!���� !�"��
�� &���5!��%�� "&�������%�95��!��� !�"��)��#�%��������&�����#& !���"���#���5"�������
�  ��%�� ��,��!� ��&#�����( *��#����"����%�95��!�����%��������!��,�#��95���,�
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/ �������#�����������������������!���#

3�� ������	
��	�
���������
���
��	�
�" ��'�����'���'�" ��

����#��9��#!��!���%�����5��$��!��������������������� !�"���!���!��%��#2�%������#��������
��������������� !�"���!���#�,�������5�9���� ����#�%��$?

(�* ����!�� �#���$�%������#��$��!���5������9���$$� ��%�&#����)47��2��!������#$������#�
����#����%�����!��������������������8���#�����#��!��!��%����$��!������
����������������������
� !�"���!���#�������9�$�����!��8� ��%�����@���%

(9* ���������!��� �#�#2�����#���9�������#$����������#"�##��������� �����#������#�� ���$��!�#��
%������#������� ��
�%�������9�$�����!��8� ��%����������!����� ��,!�����!������
��������������8���#�����#�=���2

��%�������������������,���������  ����$�������#�������2������� ����#��$����!���&���#���$�
�#��9��#!�����!�����#��#�,!������������������������� !�"���!���!��%��#2���5�����#$������
����#"�##��������� �����������#�� ���$�������������������� !�"���!���#��� ��
�%��$����
#& !���"�#2������ ��
�%����������#& !���"�#�9&�������������#���9���$��"�

3�* �����
���
��	�
�"�&��	 ���

(�* ������������������"&#������#��������#���9�������#"�##��������� �����#��������#$��#��$��!��
������������������� !�"���!���#�����  ��%�� ��,��!� ��&#��/��(9*�������9�$�����!��
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Annexure D: Supplemental Deed
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Annexure E: Deed Poll
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Annexure F: Notices of Meetings

Notice of TSIL Share Scheme Meeting

Transfield Services Infrastructure Limited ACN 106 617 332 

Notice is hereby given that, by an order of the Supreme Court 

of New South Wales (Court) made on 17 May 2011 pursuant to 

section 411(1) of the Corporations Act 2001 (Cth) (Corporations 

Act), a meeting of ordinary shareholders of Transfield Services 

Infrastructure Limited ACN 106 617 332 (TSIL) (other than TSE), 

will be held at 12.00pm on 21 June 2011 at the offices of 

Computershare Investor Services Pty Limited, Level 4, 

60 Carrington Street, Sydney NSW 2000.

The Court has also directed that Peter Young AM act as 

chairman of the meeting, or failing him, that David Mathlin act 

as chairman of the meeting, and has directed the chairman to 

report the result of the meeting to the Court if the resolution 

is approved.

Business of meeting – TSIL Share Scheme resolution

To consider and, if thought fit, to pass the following resolution 

in accordance with section 411(4)(a)(ii) of the Corporations Act:

‘That, subject to and conditional on:

(a)  the TSIIL Share Scheme being approved by the Court 

under section 411(4)(b) of the Corporations Act (with 

or without modification as approved by TSI Fund, RHIS 

and the Court); and

(b)  the Eligible TSIT Unitholders passing the Trust Scheme 

Resolutions and the Court confirming that the RE would 

be justified in acting upon the Trust Scheme Resolutions 

and in doing all things and taking all steps necessary to put 

the Trust Scheme into effect,

the scheme of arrangement proposed between TSIL and 

the holders of its fully paid ordinary shares (other than TSE), 

designated the ‘TSIL Share Scheme’, the terms of which are 

contained in and more particularly described in the Scheme 

Booklet (of which this Notice of TSIL Share Scheme Meeting 

forms part), is agreed to, pursuant to and in accordance with 

section 411 of the Corporations Act, with or without 

modification as approved by TSI Fund, RHIS and the Court.’

Marianne Suchanek 

Company Secretary

Dated 17 May 2011

 

Explanatory statement

Material accompanying this notice

This notice of meeting and the Resolutions should be read 

in conjunction with the booklet of which this notice forms part 

(Scheme Booklet). Terms used in this notice, unless otherwise 

defined, have the same meaning as set out in the Glossary 

in Section 12 of the Scheme Booklet.

A copy of the TSIL Share Scheme is contained in Annexure B 

to this Scheme Booklet.

A Proxy/Voting Form also accompanies this notice.

Majorities required

In accordance with section 411(4)(a)(ii) of the Corporations Act, 

the resolution must be passed by:

(a)  unless the court orders otherwise, a majority in number 

of TSIL Shareholders at the TSIL Share Scheme Meeting 

present and voting (either in person or by proxy); and

(b)  at least 75% of the votes cast on the resolution. 

Entitlement to vote

TSIL has determined that, for the purposes of the TSIL Share 

Scheme Meeting, TSIL Shares will be taken to be held by 

the persons who are registered as members at 7.00pm on 

19 June 2011. Accordingly, registrable transmission applications 

to transfers registered after this time will be disregarded 

in determining entitlements to vote at the TSIL Share 

Scheme Meeting.

TSE has advised that it will not vote on the TSIL Share 

Scheme resolution.

Any votes cast by TSE and its related bodies corporate or RATCH 

and its related bodies corporate in favour will be disregarded in 

determining the outcome of the TSIL Share Scheme resolution. 

TSE and its related bodies corporate or RATCH and its related 

bodies corporate may vote on resolutions as a proxy for a TSIL 

Shareholder who is eligible to vote on the TSIL Share Scheme 

resolution, if their appointments as proxies specify the way they 

are to vote and they vote that way.
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How to vote

If you are a TSIL Shareholder entitled to attend and vote 

at the TSIL Share Scheme Meeting, you may vote by:

• attending the TSIL Share Scheme Meeting in person;

• appointing an attorney to vote on your behalf;

• appointing a proxy to attend on your behalf; or

•  in the case of a corporation which is a TSIL Shareholder, 

by appointing an authorised corporate representative 

to attend on its behalf.

Voting at the TSIL Share Scheme Meeting will occur by poll

All persons attending the TSIL Share Scheme Meeting are 

asked to arrive at least 30 minutes prior to the time the TSIL 

Share Scheme Meeting is to commence, so that either their 

shareholding may be checked against the Register, their power 

of attorney or appointment as corporate representative can 

be verified (as the case may be), and their attendance noted.

Jointly held securities

If the TSIL Shares are jointly held, each of the joint shareholders 

is entitled to vote. However, if more than one shareholder 

votes in respect of jointly held TSIL Shares, only the vote of 

the shareholder whose name appears first on the Register 

will be counted.

Voting in person

To vote in person at the TSIL Share Scheme Meeting, 

you must attend the TSIL Share Scheme Meeting to 

be held at 12.00pm on 21 June 2011 at the offices of 

Computershare Investor Services Pty Limited, Level 4, 

60 Carrington Street, Sydney NSW 2000.

A TSIL Shareholder who wishes to attend and vote at the 

TSIL Share Scheme Meeting in person will be admitted 

to the TSIL Share Scheme Meeting and given a voting card 

on disclosure at the point of entry to the meeting of their 

name and address.

Voting by proxy

A TSIL Shareholder entitled to attend and vote at the TSIL 

Share Scheme Meeting is also entitled to appoint a proxy to 

vote on their behalf. The Proxy/Voting Form is enclosed with 

this Scheme Booklet. You may appoint not more than 2 proxies 

to attend and act for you at the TSIL Share Scheme Meeting. 

A proxy need not be a TSIL Shareholder. If two proxies are 

appointed, each proxy may be appointed to represent 

a specified number or proportion of your votes. If no such 

number or proportion is specified, each proxy may exercise 

half of your votes.

If you do not instruct your proxy on how to vote, your proxy 

may vote as he or she sees fit at the TSIL Share Scheme Meeting.

A proxy will be admitted to the TSIL Share Scheme Meeting 

and given a voting card on providing at the point of entry 

to the TSIL Share Scheme Meeting written evidence of their 

name and address.

The sending of a Proxy/Voting Form will not preclude 

an TSIL Shareholder from attending in person and voting 

at the TSIL Share Scheme Meeting if the TSIL Shareholder 

is entitled to attend and vote.

Please refer to the enclosed Proxy/Voting Form for instructions 

on completion and lodgement. Please note that Proxy/Voting 

Forms must be received by the Registry by no later than 

12.00pm on 19 June 2011.

Voting by attorney

Powers of attorney must be received by the Registry, at the 

registered office of the Registry, by no later than 12.00pm 

on 19 June 2011 (or if the meeting is adjourned, at least 

48 hours before the resumption of the meeting in relation 

to the resumed part of the TSIL Share Scheme Meeting).

An attorney will be admitted to the TSIL Share Scheme Meeting 

and given a voting card on providing at the point of entry 

of the TSIL Share Scheme Meeting written evidence of their 

appointment, their name and address and the identity of 

their appointer.

The sending of a power of attorney will not preclude a TSIL 

Shareholder from attending in person and voting at the TSIL 

Share Scheme Meeting if the TSIL Shareholder is entitled to 

attend and vote.
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Annexure F: Notices of Meetings continued

Voting by corporate representative

To vote at the TSIL Share Scheme Meeting (other than by proxy 

or by attorney), a corporation that is a TSIL Shareholder must 

appoint a person to act as its representative. The appointment 

must comply with section 250D of the Corporations Act.

An authorised corporate representative will be admitted 

to the TSIL Share Scheme Meeting and given a voting card 

on providing at the point of entry to the TSIL Share Scheme 

Meeting written evidence of their appointment including 

any authority under which it is signed, their name and address 

and the identity of their appointer.

Lodgement of proxies/votes and queries

Proxy/Voting Forms, powers of attorney and authorities should 

be sent to the Registry at the address specified on the enclosed 

reply paid envelope or:

(a)  by mail: if you are outside of Australia or do not use the 

reply paid envelope to Computershare Investor Services 

Pty Limited, GPO Box 242, Melbourne VIC, Australia 3001;

(b)  online: (for submission of proxy appointments only): 

logging on to TSI Fund’s website at www.tsifund.com 

or the online proxy website at www.investorvote.com.au 

and following the online instructions (or 

www.intermediaryonline.com for intermediary 

online (custodian) subscribers only). You will 

need your securityholder registration details;

(c)  by fax: successfully transmitted by facsimile to 

Computershare on 1800 783 447 (within Australia) 

or +61 3 9473 2555 (outside Australia); 

(d)  in person: Computershare Investor Services Pty Limited, 

Level 4, 60 Carrington Street, Sydney NSW 2000; or

(e)  at TSI Fund’s registered office: marked for the attention 

of the Company Secretary at Transfield Services 

Infrastructure Fund, Level 10, 111 Pacific Highway, North 

Sydney NSW 2060 Australia or by fax to +61 2 9464 1310.

Court approval

If the Resolutions are approved at the Scheme Meetings, 

in accordance with section 411(4)(b) of the Corporations Act, 

the TSIL Share Scheme must be approved by the order of 

the Court to become Effective. If the resolution set out in 

this notice is agreed to by the requisite majorities set out 

above and the Conditions Precedent set out in the Scheme 

Implementation Agreement are satisfied or waived, TSI Fund 

will apply to the Court for the necessary orders to give effect 

to the TSIL Share Scheme.F
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Notice of TSIIL Share Scheme Meeting 

TSI International Infrastructure Limited ACN 124 582 547

Notice is hereby given that, by an order of the Supreme Court 

of New South Wales (Court) made on 17 May 2011 pursuant to 

section 411(1) of the Corporations Act 2001 (Cth) (Corporations 

Act), a meeting of ordinary shareholders of TSI International 

Infrastructure Limited ACN 124 582 547 (TSIIL) (other than TSE), 

will be held at 12.00pm on 21 June 2011 at the offices of 

Computershare Investor Services Pty Limited, Level 4, 

60 Carrington Street, Sydney NSW 2000.

The Court has also directed that Peter Young AM act as 

chairman of the meeting, or failing him, that David Mathlin act 

as chairman of the meeting, and has directed the chairman to 

report the result of the meeting to the Court if the resolution 

is approved.

Business of meeting – TSIIL Share Scheme resolution

To consider and, if thought fit, to pass the following resolution 

in accordance with section 411(4)(a)(ii) of the Corporations Act:

‘That, subject to and conditional on:

(a)  the TSIL Share Scheme being approved by the Court 

under section 411(4)(b) of the Corporations Act (with or 

without modification as approved by TSI Fund, RHIS and 

the Court); and

(b)  the Eligible TSIT Unitholders passing the Trust Scheme 

Resolutions and the Court confirming that the RE would be 

justified in acting upon the Trust Scheme Resolutions and 

in doing all things and taking all steps necessary to put the 

Trust Scheme into effect,

the scheme of arrangement proposed between TSIIL and the 

holders of its fully paid ordinary shares (other than TSE), 

designated the ‘TSIIL Share Scheme’, the terms of which are 

contained in and more particularly described in the Scheme 

Booklet (of which this Notice of TSIIL Share Scheme Meeting 

forms part), is agreed to, pursuant to and in accordance with 

section 411 of the Corporations Act, with or without 

modification as approved by TSI Fund, RHIS and the Court.’

Marianne Suchanek 

Company Secretary

Dated 17 May 2011

Explanatory statement

Material accompanying this notice

This notice of meeting and the Resolutions should be read in 

conjunction with the booklet of which this notice forms part 

(Scheme Booklet). Terms used in this notice, unless otherwise 

defined, have the same meaning as set out in the Glossary in 

Section 12 of the Scheme Booklet.

A copy of the TSIIL Share Scheme is contained in Annexure C 

to this Scheme Booklet.

A Proxy/Voting Form also accompanies this notice.

Majorities required

In accordance with section 411(4)(a)(ii) of the Corporations Act, 

the resolution must be passed by:

(a)  unless the court orders otherwise, a majority in number 

of TSIIL Shareholders at the TSIIL Share Scheme Meeting 

present and voting (either in person or by proxy); and

(b)  at least 75% of the votes cast on the resolution. 

Entitlement to vote

TSIIL has determined that, for the purposes of the TSIIL Share 

Scheme Meeting, TSIIL Shares will be taken to be held by 

the persons who are registered as members at 7.00pm 

on 19 June 2011. Accordingly, registrable transmission 

applications to transfers registered after this time will 

be disregarded in determining entitlements to vote 

at the TSIIL Share Scheme Meeting.

TSE has advised that it will not vote on the TSIIL Share 

Scheme resolution.

Any votes cast by TSE and its related bodies corporate or RATCH 

and its related bodies corporate in favour will be disregarded in 

determining the outcome of the TSIIL Share Scheme resolution. 

TSE and its related bodies corporate or RATCH and its related 

bodies corporate may vote on resolutions as a proxy for a TSIIL 

Shareholder who is eligible to vote on the TSIIL Share Scheme 

resolution, if their appointments as proxies specify the way they 

are to vote and they vote that way.
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Annexure F: Notices of Meetings continued

How to vote

If you are a TSIIL Shareholder entitled to attend and vote 

at the TSIIL Share Scheme Meeting, you may vote by:

• attending the TSIIL Share Scheme Meeting in person;

• appointing an attorney to vote on your behalf;

• appointing a proxy to attend on your behalf; or

•  in the case of a corporation which is a TSIIL Shareholder, 

by appointing an authorised corporate representative 

to attend on its behalf.

Voting at the TSIIL Share Scheme Meeting will occur by poll

All persons attending the TSIIL Share Scheme Meeting 

are asked to arrive at least 30 minutes prior to the time the 

TSIIL Share Scheme Meeting is to commence, so that either 

their shareholding may be checked against the Register, their 

power of attorney or appointment as corporate representative 

can be verified (as the case may be), and their attendance noted.

Jointly held securities

If the TSIIL Shares are jointly held, each of the joint shareholders 

is entitled to vote. However, if more than one shareholder 

votes in respect of jointly held TSIIL Shares, only the vote 

of the shareholder whose name appears first on the Register 

will be counted.

Voting in person

To vote in person at the TSIIL Share Scheme Meeting, you 

must attend the TSIIL Share Scheme Meeting to be held at 

12.00pm on 21 June 2011 at the offices of Computershare 

Investor Services Pty Limited, Level 4, 60 Carrington Street, 

Sydney NSW 2000.

A TSIIL Shareholder who wishes to attend and vote at the 

TSIIL Share Scheme Meeting in person will be admitted 

to the TSIIL Share Scheme Meeting and given a voting card 

on disclosure at the point of entry to the meeting of their 

name and address.

Voting by proxy

A TSIIL Shareholder entitled to attend and vote at the TSIIL 

Share Scheme Meeting is also entitled to appoint a proxy to 

vote on their behalf. The Proxy/Voting Form is enclosed with 

this Scheme Booklet. You may appoint not more than 2 proxies 

to attend and act for you at the TSIIL Share Scheme Meeting. 

A proxy need not be a TSIIL Shareholder. If two proxies are 

appointed, each proxy may be appointed to represent a 

specified number or proportion of your votes. If no such 

number or proportion is specified, each proxy may exercise 

half of your votes.

If you do not instruct your proxy on how to vote, your proxy 

may vote as he or she sees fit at the TSIIL Share Scheme Meeting.

A proxy will be admitted to the TSIIL Share Scheme Meeting 

and given a voting card on providing at the point of entry to 

the TSIIL Share Scheme Meeting written evidence of their name 

and address.

The sending of a Proxy/Voting Form will not preclude 

an TSIIL Shareholder from attending in person and voting 

at the TSIIL Share Scheme Meeting if the TSIIL Shareholder 

is entitled to attend and vote.

Please refer to the enclosed Proxy/Voting Form for instructions 

on completion and lodgement. Please note that Proxy/Voting 

Forms must be received by the Registry by no later than 

12.00pm on 19 June 2011.

Voting by attorney

Powers of attorney must be received by the Registry, at the 

registered office of the Registry, by no later than 12.00pm 

on 19 June 2011 (or if the meeting is adjourned, at least 

48 hours before the resumption of the meeting in relation 

to the resumed part of the TSIIL Share Scheme Meeting).
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An attorney will be admitted to the TSIIL Share Scheme 

Meeting and given a voting card on providing at the point 

of entry of the TSIIL Share Scheme Meeting written evidence 

of their appointment, their name and address and the identity 

of their appointer.

The sending of a power of attorney will not preclude 

a TSIIL Shareholder from attending in person and voting 

at the TSIIL Share Scheme Meeting if the TSIIL Shareholder 

is entitled to attend and vote.

Voting by corporate representative

To vote at the TSIIL Share Scheme Meeting (other than by proxy 

or by attorney), a corporation that is a TSIIL Shareholder must 

appoint a person to act as its representative. The appointment 

must comply with section 250D of the Corporations Act.

An authorised corporate representative will be admitted to 

the TSIIL Share Scheme Meeting and given a voting card on 

providing at the point of entry to the TSIIL Share Scheme Meeting 

written evidence of their appointment including any authority 

under which it is signed, their name and address and the 

identity of their appointer.

Lodgement of proxies/votes and queries

Proxy/Voting Forms, powers of attorney and authorities should 

be sent to the Registry at the address specified on the enclosed 

reply paid envelope or:

(a)  by mail: if you are outside of Australia or do not use the 

reply paid envelope to Computershare Investor Services 

Pty Limited, GPO Box 242, Melbourne VIC, Australia 3001;

(b)  online: (for submission of proxy appointments only): 

logging on to TSI Fund’s website at www.tsifund.com 

or the online proxy website at www.investorvote.com.au 

and following the online instructions (or 

www.intermediaryonline.com for intermediary 

online (custodian) subscribers only). You will need 

your securityholder registration details;

(c)  by fax: successfully transmitted by facsimile to Computershare 

on 1800 783 447 (within Australia) or +61 3 9473 2555 

(outside Australia); 

(d)  in person: Computershare Investor Services Pty Limited, 

Level 4, 60 Carrington Street, Sydney NSW 2000; or

(e)  at TSI Fund’s registered office: marked for the attention of 

the Company Secretary at Transfield Services Infrastructure 

Fund, Level 10, 111 Pacific Highway, North Sydney NSW 2060 

Australia or by fax to +61 2 9464 1310.

Court approval

If the Resolutions are approved at the Scheme Meetings, 

in accordance with section 411(4)(b) of the Corporations Act, 

the TSIIL Share Scheme must be approved by the order 

of the Court to become Effective. If the resolution set out 

in this notice is agreed to by the requisite majorities set out 

above and the Conditions Precedent set out in the Scheme 

Implementation Agreement are satisfied or waived, TSI Fund 

will apply to the Court for the necessary orders to give effect 

to the TSIIL Share Scheme.
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Annexure F: Notices of Meetings continued

Notice of Trust Scheme Meeting

Infrastructure Fund Management Limited ACN 118 203 731 

as responsible entity of the Transfield Services 

Infrastructure Trust ARSN 125 010 531 

Notice is hereby given that a meeting of holders of units in the 

Transfield Services Infrastructure Trust ARSN 125 010 531 (TSIT) 

as confirmed by an order of the Supreme Court of New South 

Wales (Court) made on 17 May 2011 pursuant to section 63 

of the Trustee Act 1925 (NSW), will be held at 12.00pm on 

21 June 2011 at the offices of Computershare Investor Services 

Pty Limited, Level 4, 60 Carrington Street, Sydney NSW 2000.

Peter Young AM will act as chairman of the meeting, or failing 

him, David Mathlin will act as chairman of the meeting.

Business of meeting

Resolution 1 – Amendment Resolution

To consider and, if thought fit, to pass the following resolution, 

as a special resolution, in accordance with section 601GC(1)(a) 

of the Corporations Act:

‘That, subject to and conditional on:

(a)  the TSIL Share Scheme being approved by the Court under 

section 411(4)(b) of the Corporations Act (with or without 

modification as approved by TSI Fund, RHIS and the Court) 

and an office copy of the order of the Court approving the 

TSIL Share Scheme being lodged with ASIC;

(b)  the TSIIL Share Scheme being approved by the Court under 

section 411(4)(b) of the Corporations Act (with or without 

modification as approved by TSI Fund, RHIS and the Court) 

and an office copy of the order of the Court approving the 

TSIIL Share Scheme being lodged with ASIC; and

(c)  Resolution 2 in this Notice of Trust Scheme Meeting 

being passed,

the Constitution of TSIT be amended with effect on and 

from the Effective Date as set out in the Supplemental Deed 

for the purpose of giving effect to the Trust Scheme and the 

responsible entity of TSIT be authorised to execute and lodge 

with ASIC a copy of the Supplemental Deed.’

Resolution 2 – Acquisition Resolution

To consider and, if thought fit, to pass the following resolution, 

as an ordinary resolution:

‘That, subject to and conditional on:

(a)  the TSIL Share Scheme being approved by the Court under 

section 411(4)(b) of the Corporations Act (with or without 

modification as approved by TSI Fund, RHIS and the Court)

and an office copy of the order of the Court approving the 

TSIL Share Scheme being lodged with ASIC; 

(b)  the TSIIL Share Scheme being approved by the Court under 

section 411(4)(b) of the Corporations Act (with or without 

modification as approved by TSI Fund, RHIS and the Court) 

and an office copy of the order of the Court approving the 

TSIIL Share Scheme being lodged with ASIC; and

(c)  Resolution 1 in this Notice of Trust Scheme Meeting 

being passed, and an office copy of the Supplemental Deed 

being lodged with ASIC at the same time as the office copy 

of the orders of the Court approving the TSIL Share Scheme 

and the TSIIL Share Scheme are lodged with ASIC,

the Trust Scheme (as described in the Scheme Booklet of which 

this Notice of Trust Scheme Meeting forms part) be approved 

and, in particular, the acquisition by RHIS and its related bodies 

corporate (as defined in the Corporations Act) of a relevant 

interest in all the TSIT Units existing as at the Scheme Record 

Date (other than those held by TSE), pursuant to the Trust 

Scheme be approved for the purposes of item 7 section 611 

of the Corporations Act.’

By order of the Board of Infrastructure Fund Management 

Limited (the responsible entity of TSIT).

Marianne Suchanek 

Company Secretary

Dated 17 May 2011
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Explanatory statement

Material accompanying this notice

This notice of meeting and the Resolutions should be read in 

conjunction with the booklet of which this notice forms part 

(Scheme Booklet). Terms used in this notice, unless otherwise 

defined, have the same meaning as set out in the Glossary 

in Section 12 of the Scheme Booklet.

A copy of the Supplemental Deed is contained in Annexure D 

to this Scheme Booklet.

A Proxy/Voting Form also accompanies this notice.

Majorities required

Resolution 1 – Amendment Resolution will not be passed 

unless at least 75% of the votes cast on the resolution are cast 

in favour of the resolution by holders of TSIT Units entitled 

to vote on the resolution.

Resolution 2 – Acquisition Resolution will not be passed unless 

more than 50% of the votes cast on the resolution are cast 

in favour of the resolution by holders of TSIT Units entitled 

to vote on the resolution.

Entitlement to vote

The responsible entity of TSIT has determined that for the 

purposes of the Trust Scheme Meeting, TSIT Units will be taken 

to be held by the persons who are registered as members at 

7.00pm on 19 June 2011. Accordingly, registrable transmission 

applications to transfers registered after this time will be 

disregarded in determining entitlements to vote at the 

Trust Scheme Meeting.

TSE has advised that it will not vote on the Amendment 

Resolution or Acquisition Resolution.

Any votes cast by TSE and its associates and RATCH and its 

associates in favour of the Amendment Resolution or the 

Acquisition Resolution will be disregarded in determining 

the outcome those resolutions.

In accordance with section 253E of the Corporations Act, the 

responsible entity of TSIT and its associates are not entitled to 

vote their interest on the Amendment Resolution or Acquisition 

Resolution if they have an interest in the resolution or matter, 

other than as a member of TSIT.

TSE and its associates, RATCH and its associates and the 

responsible entity of TSIT and its associates may vote on 

resolutions (and such votes will not be disregarded) as a proxy 

for a TSIT Unitholder who is eligible to vote on the resolutions, 

if their appointments as proxies specify the way they are 

to vote and they vote that way. Any votes cast by the person 

chairing the meeting as proxy for a person entitled to vote, 

in accordance with a direction on the proxy form to vote 

as the proxy decides, will also not be disregarded.

How to vote

If you are a TSIT Unitholder entitled to attend and vote 

at the Trust Scheme Meeting, you may vote by:

• attending the Trust Scheme Meeting in person;

• appointing an attorney to vote on your behalf;

• appointing a proxy to attend on your behalf; or

•  in the case of a corporation which is a TSIT Unitholder, 

by appointing an authorised corporate representative 

to attend on its behalf.

Voting at the Trust Scheme Meeting will occur by poll

All persons attending the Trust Scheme Meeting are asked 

to arrive at least 30 minutes prior to the time the Trust Scheme 

Meeting is to commence, so that either their unitholding may 

be checked against the Register, their power of attorney or 

appointment as corporate representative can be verified 

(as the case may be), and their attendance noted.

Jointly held securities

If the TSIT Units are jointly held, each of the joint unitholders is 

entitled to vote. However, if more than one unitholder votes in 

respect of jointly held TSIT Units, only the vote of the unitholder 

whose name appears first on the Register will be counted.

Voting in person

To vote in person at the Trust Scheme Meeting, you must 

attend the Trust Scheme Meeting to be held at 12.00pm on 

21 June 2011 at the offices of Computershare Investor Services 

Pty Limited, Level 4, 60 Carrington Street, Sydney NSW 2000.

A TSIT Unitholder who wishes to attend and vote at the Trust 

Scheme Meeting in person will be admitted to the Trust 

Scheme Meeting and given a voting card on disclosure at 

the point of entry to the meeting of their name and address.

Voting by proxy

A TSIT Unitholder entitled to attend and vote at the Trust 

Scheme Meeting is also entitled to appoint a proxy to vote 

on their behalf. The Proxy/Voting Form is enclosed with this 

Scheme Booklet. You may appoint not more than 2 proxies 

to attend and act for you at the Trust Share Scheme Meeting. 

A proxy need not be a TSIT Unitholder. If two proxies are 

appointed, each proxy may be appointed to represent 

a specified number or proportion of your votes. If no such 

number or proportion is specified, each proxy may exercise 

half of your votes.

If you do not instruct your proxy on how to vote, your proxy 

may vote as he or she sees fit at the Trust Scheme Meeting.

A proxy will be admitted to the Trust Scheme Meeting and given 

a voting card on providing at the point of entry to the Trust 

Scheme Meeting written evidence of their name and address.
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Annexure F: Notices of Meetings continued

The sending of a Proxy/Voting Form will not preclude an 

TSIT Unitholder from attending in person and voting at the 

Trust Scheme Meeting if the TSIT Unitholder is entitled to 

attend and vote.

Please refer to the enclosed Proxy/Voting Form for instructions 

on completion and lodgement. Please note that Proxy/Voting 

Forms must be received by the Registry by no later than 

12.00pm on 19 June 2011.

Voting by attorney

Powers of attorney must be received by the Registry, at the 

registered office of the Registry, by no later than 12.00pm on 

19 June 2011 (or if the meeting is adjourned, at least 48 hours 

before the resumption of the meeting in relation to the 

resumed part of the Trust Scheme Meeting).

An attorney will be admitted to the Trust Scheme Meeting and 

given a voting card on providing at the point of entry of the 

Trust Scheme Meeting written evidence of their appointment, 

their name and address and the identity of their appointer.

The sending of a power of attorney will not preclude a TSIT 

Unitholder from attending in person and voting at the Trust 

Scheme Meeting if the TSIT Unitholder is entitled to attend 

and vote.

Voting by corporate representative

To vote at the Trust Scheme Meeting (other than by proxy 

or by attorney), a corporation that is a TSIT Unitholder must 

appoint a person to act as its representative. The appointment 

must comply with section 253B of the Corporations Act.

An authorised corporate representative will be admitted 

to the Trust Scheme Meeting and given a voting card on 

providing at the point of entry to the Trust Scheme Meeting 

written evidence of their appointment including any authority 

under which it is signed, their name and address and the 

identity of their appointer.

Lodgement of proxies/votes and queries

Proxy/Voting Forms, powers of attorney and authorities should 

be sent to the Registry at the address specified on the enclosed 

reply paid envelope or:

(a)  by mail: if you are outside of Australia or do not use the 

reply paid envelope to Computershare Investor Services 

Pty Limited, GPO Box 242, Melbourne VIC, Australia 3001;

(b)  online: (for submission of proxy appointments only): 

logging on to TSI Fund’s website at www.tsifund.com 

or the online proxy website at www.investorvote.com.au 

and following the online instructions (or 

www.intermediaryonline.com for intermediary 

online (custodian) subscribers only). You will need 

your securityholder registration details;

(c)  by fax: successfully transmitted by facsimile to 

Computershare on 1800 783 447 (within Australia) 

or +61 3 9473 2555 (outside Australia); 

(d)  in person: Computershare Investor Services Pty Limited, 

Level 4, 60 Carrington Street, Sydney NSW 2000; or

(e)  at TSI Fund’s registered office: marked for the attention of 

the Company Secretary at Transfield Services Infrastructure 

Fund, Level 10, 111 Pacific Highway, North Sydney NSW 

2060 Australia or by fax to +61 2 9464 1310.

Judicial Advice

If the Resolutions are approved at the Scheme Meetings 

by the requisite majorities, the implementation of the Trust 

Scheme will be subject, among other things, to the subsequent 

confirmation by the Court, under section 63 of the Trustee Act 

1925 (NSW) that, IFML would be justified in acting upon the 

Trust Scheme Resolutions and in doing all things and taking 

all necessary steps to put the Trust Scheme into effect. 

F
or

 p
er

so
na

l u
se

 o
nl

y



Corporate Directory

Transfield Services Infrastructure Fund

Level 10, 111 Pacific Highway

North Sydney, NSW 2060

Australia

Website: www.tsifund.com

Telephone:

(within Australia) 1300 560 339 

(outside Australia) +61 2 8011 0354

Registry

Computershare Investor Services Pty Limited

Level 4, 60 Carrington Street

Sydney, NSW 2000

Australia

Fax

(within Australia) 1800 783 447 

(outside Australia) +61 3 9473 2555

Financial adviser

Merrill Lynch International (Australia) Limited

Level 38, Governor Philip Tower, 1 Farrer Place

Sydney, NSW 2000

Australia

Legal adviser

Freehills

Level 32, MLC Centre, 19 Martin Place

Sydney, NSW 2000

Australia
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