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AUSTRALIAN PIPELINE TRUST
AND ITS CONTROLLED ENTITIES

DIRECTORS’ REPORT

The Directors of Australian Pipeline Limited (“Responsible Entity”) submit their
report and the annual financial report of Australian Pipeline Trust (“APT”) and
its controlled entities (together “APA” or “Consolidated Entity”) for the financial
year ended 30 June 2014. This report refers to the consolidated results of APT
and APT Investment Trust (“APTIT”).

DIRECTORS
The names of the Directors of the Responsible Entity during the financial year
and since the financial year end are:

Leonard Bleasel AM Chairman

Michael McCormack Chief Executive Officer and Managing Director

Steven Crane
John Fletcher
Russell Higgins AO
Patricia McKenzie

Robert Wright

Details of the Directors, their qualifications, experience, special responsibilities
and directorships of other listed entities are set out on pages 13 to 15.

The Company Secretary of the Responsible Entity during and since the financial
year end is Mark Knapman.

PRINCIPAL ACTIVITIES
The principal activities of APA during the course of the year were the ownership
and operation of energy infrastructure assets and businesses, including:

- energy infrastructure, primarily gas transmission businesses located across
Australia;

- asset management and operations services for the majority of APA’s energy
investments and for third parties; and

- energy investments in listed and unlisted entities.

FINANCIAL AND OPERATIONAL REVIEW

APA OVERVIEW

APA is Australia’s largest natural gas infrastructure business. It owns or has an
interest in approximately $12.3 billion of energy infrastructure across Australia,
and operates these with a skilled workforce of in excess of 1,600 people.

APA has a diverse portfolio of 14,100 kilometres of gas transmission pipelines
that span every state and territory on mainland Australia and deliver about half
the nation’s natural gas. It also owns other related energy infrastructure assets
such as gas storage facilities and power generation assets.

APA has ownership interests in, and operates, the GDI (Ell) Pty Ltd (“GDI”) gas
distribution network, and also operates the gas distribution network owned by
Envestra Limited (“Envestra”), which together comprise approximately 27,100
kilometres of gas mains and pipelines, and approximately 1.3 million gas
consumer connections.

On 7 August 2014, APA accepted the Cheung Kong Group’s (“CKI Consortium”)
takeover offer for its 33.0% interest in Envestra. APA retains its Operations and
Management Agreement on the Envestra assets, which runs to 2027 - see page 16.

APA also has minority interests in and operates other energy infrastructure
assets and businesses, including SEA Gas Pipeline, Energy Infrastructure
Investments, Ell2 and Ethane Pipeline Income Fund.

APA’s objective of maximising securityholder value is achieved through
expanding and enhancing its infrastructure portfolio, securing low risk, long-term
revenue on its assets, operating the business safely and efficiently and
generating further value through its many and varied service offerings.

APA is listed on the Australian Securities Exchange (“ASX”) and is included in
the S&P ASX 50 Index. Since listing in June 2000, its market capitalisation has
increased more than 13-fold to $6.46 billion (as at 19 August 2014), and it has
achieved total securityholder returns of 978% or annual compound growth rate
of 18.4%' at the end of the financial year.

APA regulated and contracted revenue

APA derives its revenue streams through a mix of regulated revenue, long-term
negotiated revenue contracts, asset management fees and investments.
Earnings are underpinned by strong cash flows generated from high quality,
well positioned, geographically diversified assets and a portfolio of highly
creditworthy customers.

A national regulatory regime provides mechanisms for regulatory pricing,
amongst other things, which is encapsulated in the National Gas Law and
National Gas Rules. The economic regulation aspects of the regime apply to
most gas distribution networks and a number of gas transmission pipelines in
Australia.

The regime provides for two forms of regulation based on a pipeline’s relative
market power - full regulation and light regulation. For assets under full
regulation, the regulator approves price and other terms of access for standard
(“reference”) services as part of an access arrangement process, such that the
asset owner has a reasonable opportunity to recover at least the efficient costs
of owning and operating the asset to provide the reference services. Access
arrangement periods usually run for five years. For assets under light regulation,
contractual terms (including price) are negotiated between the service provider
and customer with recourse to arbitration by the regulator in the absence of
agreement. APA assets subject to full regulation or light regulation are detailed
below.

Contracted revenues are sourced from unregulated assets, assets under light
regulation and assets under full regulation. Contracts are generally for the
reservation of capacity, with the majority of the revenue fixed. Weighted
average contract term is greater than 10 years, and where new infrastructure is
required, terms tend to be 15 years or greater to fully underwrite the investment
by APA in any necessary expansion.

Approximately 23% of APA’s FY14 revenue (excluding pass-through revenue)
was subject to prices determined under full regulation. The majority of the
remaining 77% of APA’s revenue is generated from contracts which have set
terms, including negotiated pricing for the life of the contract.

APA ASSETS AND OPERATIONS

APA is a major participant in developing, owning and operating natural gas
transportation infrastructure across Australia.

APA’s assets and operations are reported in three principal business segments:

- Energy Infrastructure, which includes all APA’s wholly or majority owned
pipelines, gas storage assets and the Emu Downs Wind Farm;

- Asset Management, which provides commercial, operating services and/or
asset maintenance services to the majority of its energy investments for
appropriate fees; and

- Energy Investments, which includes APA’s strategic stakes in a number of
investment vehicles that house energy infrastructure assets, generally
characterised by long-term secure cash flows, with low ongoing capital
expenditure requirements.

1 Total securityholder return is the capital appreciation of the company’s security price, adjusted for capital management (such as security splits and consolidations) and assuming
reinvestment of distribution at the declared distribution rate per security. Figures quoted are sourced from IRESS and measured as at 30 June 2014.
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AUSTRALIAN PIPELINE TRUST AND ITS CONTROLLED ENTITIES

DIRECTORS’ REPORT

Energy Infrastructure assets

LENGTH/CAPACITY

REGULATORY STATUS

East coast gas grid

Roma Brisbane Pipeline (including Peat Lateral)
South West Queensland Pipeline

Carpentaria Gas Pipeline

Berwyndale Wallumbilla Pipeline

Moomba Sydney Pipeline

Central West Pipeline

Central Ranges Pipeline and distribution network
Victorian Transmission System

Dandenong LNG Storage Facility

SESA Pipeline

583 km / 233 TJ/d
936 km / 384 TJ/d
944 km /119 TJ/d
N2 km

2,029 km / 439 TJ/d
255 km

295 km

1,847 km /1,030 TJ/d
12,000 tonnes

45 km

Total 7,044 km

Full regulation

Not regulated

Light regulation

Not regulated

Light regulation (partial)
Light regulation

Full regulation

Full regulation

Not regulated

Not regulated

West Australian and Northern Territory assets
Goldfields Gas Pipeline (88.2%)

Pilbara Pipeline System
Parmelia Gas Pipeline

Mid West Pipeline (50%)
Mondarra Gas Storage Facility
Emu Downs Wind Farm

Amadeus Gas Pipeline

1,590 km /175 TJ/d
248 km

448 km

362 km

15PJ

80 MW

1,673 km

Full regulation
Not regulated
Not regulated
Not regulated
Not regulated
Not regulated

Full regulation

Energy Investments and Asset Management

OWNERSHIP
ENERGY INVESTMENT INTEREST DETAIL ASSET MANAGEMENT
Envestra 33.0% O Gas distribution: 22,762 km of gas mains and pipelines, 1.19 million gas consumer Operational services
connections, 1,124 km of pipelines across SA, Vic, NSW, Qld and NT

GDI 20% Gas distribution: 3,060 km of gas mains, 92,700 gas consumer connections in Qld Operational services
Management services
Corporate support
services

SEA Gas Pipeline 50% Gas pipeline: 680 km pipeline from lona and Port Campbell, Vic to Adelaide, SA Maintenance services

only

Energy Infrastructure 19.9%

Gas pipelines: Telfer Gas Pipeline and lateral (488 km); Bonaparte Gas Pipeline (286 km);

Operational services

Investments Wickham Point Pipeline (13 km) .
Management services
Electricity transmission cables: Murraylink (176 km) and Directlink (63 km)
Corporate support
Gas-fired power stations: Daandine power station (27 MW) and X41 power station (32 MW) services
Gas processing facilities: Kogan North (12 TJ/day) and Tipton West (29 TJ/day)
Ell2 20.2% Wind generation: North Brown Hill Wind Farm (132 MW), SA Corporate support
services
Ethane Pipeline 6.1% Ethane pipeline: 1,375 km from Moomba to Port Botany, Sydney Operational services
Income Fund

Management services

Corporate support
services

Diamantina Power 50%
Station joint venture

Gas-fired power stations: Diamantina Power Station (242 MW) currently under
development and Leichhardt Power Station (60 MW)

Corporate support
services

(1) On 7 August 2014, APA accepted the CKI Consortium’s takeover offer for its 33.0% interest in Envestra. APA retains its Operations and Management Agreement on the Envestra assets,

which runs to 2027, see page 11.
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AUSTRALIAN PIPELINE TRUST AND ITS CONTROLLED ENTITIES

DIRECTORS’ REPORT

APA’s objective and strategy
APA’s objective to maximise the value of APA for its investors is supported by This strategy has been relatively unchanged since listing. Consistent with this
its strategy to: strategy, over the 2014 financial year APA commenced, continued or completed

. . X . the following growth development projects and acquisitions:
- focus on expanding and enhancing its natural gas infrastructure portfolio to

meet the increasing demand for natural gas services throughout Australia; - expansion of the Mondarra Gas Storage Facility;
- capture revenue and operational synergies from its significant asset base; - pipeline capacity expansions on the Victorian Transmission System and
- pursue asset development opportunities which leverage APA’s existing Goldfields Gas Pipeline;

assets and utilise the depth of its comprehensive asset management and - compressor facility projects at Wallumbilla and Moomba;

operational skills; - development of the east coast grid services and operating framework; and
- enhance APA’s services to customers, including the development of more - development of the Diamantina and Leichhardt gas fired power stations.

flexible and tailored services to better satisfy customer requirements; and
- strengthen its financial capability.

FINANCIAL REVIEW
The following table provides a summary of key financial data for the financial year:

2014 2013 CHANGES
YEAR ENDED 30 JUNE $000 $000 $000 %
Operating results including significant items
Total revenue 1,395,992 1,272,267 123,725 9.7
Pass-through revenue @ 403,477 352,743 50,734 14.4
Total revenue excluding pass-through 992,515 919,524 72,991 7.9
EBITDA 747,334 763,628 (16,294) (eA))
Depreciation and amortisation expense (156,228) (130,461) (25,767) (19.8)
EBIT 591,106 633,167 (42,061) (6.6)
Finance costs and interest income (325,084) (290,916) (34,168) m.7
Profit before income tax and non-controlling interests 266,022 342,251 (76,229) (22.3)
Income tax benefit/(expense) 77,684 (49,869) 127,553 NM
Non-controlling interests m 2,764 (2,765) NM
Profit after income tax and non-controlling interests,
including significant items 343,705 295,146 48,559 16.5
Significant items after income tax ® 144,060 120,030 24,030 20.0
Profit after income tax and non-controlling interests,
excluding significant items 199,645 175,116 24,529 14.0
Operating cash flow 431,541 374,381 57,160 153
Operating cash flow per security (cents) 51.6 48.5 3.1 6.4
Normalised operating cash flow © 439,742 432,639 7103 1.6
Normalised operating cash flow per security (cents) 52.6 56.0 3.4) 6.0
Earnings per security - reported (cents) 41.1 38.2 2.9 7.6
Earnings per security - normalised (cents) ® 239 22.7 1.2 53
Distribution per security (cents) 36.25 35.50 0.75 21
Distribution payout ratio 7’ 68.9% 68.2%
Net tangible asset per security ($) 1.41 1.42 (0.01) 0.7)
Weighted average number of securities (000) 835,751 772,314

(1) APA has adopted revised AASB 119 during the financial year. As the revised standard must be applied retrospectively, comparative numbers have been restated.

(2) Pass-through revenue is revenue on which no margin is earned. Pass-through revenue arises in the asset management operations in respect of costs incurred in, and passed on to Envestra
and GDI in respect of, the operation of the Envestra and GDI assets respectively.

(3) Significant items: 2014 relate to a once-off adjustment to APA’s tax expense for the financial year to reflect a change in the treatment, for tax depreciation purposes only, of various capital
assets; 2013 relate to the acquisition of Hastings Diversified Utilities Fund and the reversal of some costs booked in relation to the sale of the Allgas business in December 2011.

(4) Operating cash flow = net cash from operations after interest and tax payments.

(5) Normalised operating cash flow excludes significant items.

(6) Normalised earnings exclude significant items - see page 5.

(7) Distribution payout ratio = total distribution payments as a percentage of normalised operating cash flow.
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AUSTRALIAN PIPELINE TRUST AND ITS CONTROLLED ENTITIES

DIRECTORS’ REPORT

Profit after tax and non-controlling interest, earnings before interest and tax (“EBIT”), and EBIT before depreciation and amortisation (“EBITDA”) excluding
significant items, are financial measures not prescribed by Australian Accounting Standards (“AIFRS”) and represent the profit under AIFRS adjusted for specific
significant items. The Directors consider these measures to reflect the core earnings of the Consolidated Entity, and these are therefore described in this report as
‘normalised’ measures.

The following table summarises key reconciling items between statutory profit after tax attributable to the APA securityholders and the normalised financial
measures described above:

2014 M 2013 2%
$000 $000
SIGNIFICANT SIGNIFICANT
NORMALISED ITEMS STATUTORY NORMALISED ITEMS STATUTORY
Revenue excluding pass-through 992,515 - 992,515 919,524 - 919,524
EBITDA 747,334 - 747,334 661,943 101,685 763,628
Depreciation and amortisation expense (156,228) - (156,228) (130,461) - (130,461)
EBIT 591,106 - 591,106 531,482 101,685 633,167
Finance costs and interest income (325,084) - (325,084) (299,629) 8,713 (290,916)
Profit before income tax and
non-controlling interests 266,022 - 266,022 231,853 110,398 342,251
Income tax benefit/(expense) (66,376) 144,060 77,684 (59,501) 9,632 (49,869)
Non-controlling interests m - m 2,764 - 2,764
Profit after income tax and
non-controlling interests 199,645 144,060 343,705 175,16 120,030 295,146
Operating cash flow 439,742 (8,201) 431,541 432,639 (58,258) 374,381

(1) Significant items: 2014 relate to a once-off adjustment to APA’s tax expense for the financial year to reflect a change in the treatment, for tax depreciation purposes only, of various capital
assets.

(2) Significant items: 2013 relate to the acquisition of Hastings Diversified Utilities Fund and the reversal of some costs booked in relation to the sale of the Allgas business in December 2011.

(3) APA has adopted revised AASB 119 during the financial year. As the revised standard must be applied retrospectively, comparative numbers have been restated, but without any material
impact on previously reported results.

(4) Pass-through revenue is revenue on which no margin is earned. Pass-through revenue arises in the asset management operations in respect of costs incurred in, and passed on to Envestra
and GDl in respect of, the operation of the Envestra and GDI assets.

(5) Significant items for operating cash flow: 2014 relate to fees paid to Hastings Funds Management Limited ($8.2 million); 2013 relate to fees paid by Hastings Diversified Utilities Fund to
Hastings Funds Management Limited and advisers in respect of the takeover of the fund by APA ($58.3 million).

APA reported profit after tax and non-controlling interests and including Operating cash flow increased by 15.3% to $431.5 million (2013: $374.4 million),
significant items of $343.7 million, an increase of 16.5% compared with $295.1 and operating cash flow per security increased by 6.4%, or 3.1 cents, to 51.6
million reported last financial year. APA’s 2014 profit includes the significant cents per security (2013: 48.5 cents).

item of $144.1 million relating to a once-off adjustment to tax expense for the

financial year to reflect a change in the treatment, for tax depreciation purposes

only, of various capital assets acquired in 2006. This is compared with profit in

Operating cash flow was impacted by the one-off payment of $8.2 million
during the financial year relating to the NSW Supreme Court’s decision in a
matter regarding fees payable to Hastings Funds Management Limited, which

2013, which also includes a number of one-off significant items, primarily X i L . .
APA is appealing, and the significant one-off fees of $58.3 million paid by HDF

associated with the Hastings Diversified Utilities Fund (“HDF”) acquisition

to Hastings Funds Management Limited and HDF’s advisers in respect of the
(totalling $120.0 million). 9 9 P

takeover by APA in the previous corresponding period.
Normalised profit after tax and non-controlling interests (that is, excluding

Excluding these significant items, normalised operating cash flow was up b
significant items) increased by 14.0% to $199.6 million (2013: $175.1 million). 9 9 P 9 Py

1.6% to $439.7 million (2013: $432.6 million) and corresponding operating cash
Revenue (excluding pass-through revenue) increased by $73.0 million to  flow per security was down 6.1%, or 3.4 cents, to 52.6 cents per security. This
$992.5 million, an increase of 7.9% on last financial year. Normalised EBITDA of ~ decrease is primarily due to an 8.2% increase in the average number of
$747.3 million was $85.4 million or 12.9% above last financial year (2013: $661.9 securities on issue this financial year.

million), and in line with APA’s guidance for the 2014 financial year of $740 o X . .
APA’s distributions for the financial year totalled 36.25 cents per security, an

increase of 2.1%, or 0.75 cents, on last financial year, and in line with its guidance

The main factors driving the increase in normalised profit and EBITDA include: of at least 36 cents per security. The distribution payout ratio of 68.9% based
on normalised operating cash flow was slightly higher than the 68.2% ratio last
financial year, mainly due to the increased securities on issue. APA continues to
fully fund its distributions out of operating cash flows whilst also retaining
significant cash in the business to support ongoing growth.

million to $750 million.

- the full 12 months’ contribution of the South West Queensland Pipeline and
the Pilbara Pipeline System, consolidated since 9 October 2012;

- additional earnings from the expanded Mondarra Gas Storage Facility
commissioned July 2013;

- increased performance of Energy Investments; and

- increased customer contributions in Asset Management.

These increases were partially offset by reduced Victorian Gas Transmission
earnings as a result of the new access arrangement and the removal of
contributions from the Moomba Adelaide Pipeline System, which was
consolidated 9 October 2012 and sold 1 May 2013.

(K%



AUSTRALIAN PIPELINE TRUST AND ITS CONTROLLED ENTITIES

DIRECTORS’ REPORT

CAPITAL MANAGEMENT
APA securities on issue were unchanged during the financial year, with
835,750,807 securities on issue at 30 June 2014.

During the financial year, APA completed the following financings:

- in December 2013, four existing $75 million bilateral bank facilities, due to
mature in mid-2014, were extended. The limit of each facility was increased
to $100 million and their terms extended from three years to five years from
their new effective dates, to December 2018; and

- in June 2014, APA completed the refinancing of two syndicated bank debt
facilities with three new facilities totalling $1.25 billion. The three new
facilities of $400 million, $425 million and $425 million have terms of 2.25
years, 3.25 years and 5.25 years, maturing in September 2016, 2017 and
2019 respectively.

Loans already drawn under the bilateral bank facilities and the syndicated bank

facilities have subsequently rolled into the new facilities and the additional

headroom is available to support APA’s ongoing investment in the growth of its
infrastructure assets and for general corporate purposes.

At 30 June 2014, APA’s debt portfolio has a broad spread of maturities
extending out to 2024, with an average maturity of drawn debt of 5.4 years.
APA's gearing 2 of 64.2% at 30 June 2014 was up from 62.8% at 30 June 2013,
as funding for APA’s growth infrastructure over the period under review has
been drawn from debt as well as operating cash flow remaining in the business.

At 30 June 2014, APA had around $800 million in cash and committed undrawn
facilities available to meet the continued capital growth needs of the business.

APA has a prudent treasury policy which requires conservative levels of
hedging of interest rate exposures to minimise the potential impacts from
adverse movements in interest rates. All interest rate and foreign currency
exposures on debt raised in foreign currencies have been hedged. APA also
enters into interest rate hedges for a proportion of the interest rate exposure on
its floating rate borrowings. As at 30 June 2014, 72.8% of interest obligations
on gross borrowings were either hedged or issued at fixed interest rates for
varying periods extending out in excess of 10 years.

BORROWINGS AND FINANCE COSTS

As at 30 June 2014, APA had borrowings of $4,789 million ($4,412 million at 30
June 2013) from a mix of syndicated bank debt facilities, bilateral debt facilities,
US Private Placement notes, European Medium Term Notes in several
currencies, Australian Medium Term Notes, United States 144A Notes and APA
Group Subordinated Notes.

Excluding significant items, net finance costs increased by $25.5 million, or
8.5%, to $325.1 million (2013: $299.6 million). The increase is primarily due to
increased borrowings. The average interest rate (including credit margins)
applying to drawn debt was 7.12 % for the financial year (2013: 7.35%).

APA’s interest cover ratio ® for the financial year, at 2.31 times (2013: 2.30 times),
remains well in excess of its debt covenant default ratio of 1.1 times, and
distribution lock up ratio of 1.3 times.

CREDIT RATINGS
APT Pipelines Limited, the borrowing entity of APA, maintained the following
two investment grade credit ratings during the financial year:

- BBB long-term corporate credit rating (outlook Stable) assigned by
Standard & Poor’s (S&P) in June 2009, and last confirmed on 14 May 2014;
and

- Baa2 long-term corporate credit rating (outlook Stable) assigned by
Moody’s Investors Service (Moody’s) in April 2010, and last confirmed on
20 February 2014,

INCOME TAX

APA’s 2014 profit after tax includes a significant item of $144.1 million relating
to a once-off adjustment to tax expense for the financial year to reflect a
change in the treatment, for tax depreciation purposes only, of various capital
assets acquired in 2006. This resulted in an income tax credit for the financial
year of $77.7 million.

Excluding significant items for this financial year and last financial year, the
effective income tax rate for the financial year is 25.0%, slightly lower than
25.7% last financial year.

CAPITAL AND INVESTMENT EXPENDITURE *
Capital expenditure (including stay-in-business capex) for the financial year
totalled $446.7 million compared with $397.4 million last financial year.

Growth project expenditure of $382.5 million was in respect of pipeline
capacity expansion in Western Australia, Victoria and New South Wales, and
additional compression facilities at Moomba and Wallumbilla. These capital
expenditures were generally either fully underwritten through long-term
contractual arrangements or have regulatory approval through a relevant
access arrangement.

Investment expenditure for the financial year of $126.1 million is the increase in
APA’s net investment in the Diamantina Power Station joint venture through
the provision of shareholder loans as part of its long-term funding commitment
to the project.

2 Gearing ratio determined in accordance with covenants in certain senior debt facilities as net debt to net debt plus book equity.

3 For the calculation of interest cover, significant items are excluded from the EBITDA used.

4 Capital expenditure represents actual cash payments as disclosed in the cash flow statement, and it excludes accruals brought forward from the prior period and carried forward to the

next period.
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AUSTRALIAN PIPELINE TRUST AND ITS CONTROLLED ENTITIES
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Capital and investment expenditure for the financial year is detailed in the table below:

CAPITAL AND 2014 2013
INVESTMENT EXPENDITURE P DESCRIPTION OF 2014 MAJOR PROJECTS $ MILLION $ MILLION

Growth expenditure

Regulated 65.5 22.6
Victorian Transmission System Winchelsea compression; Northern Interconnect looping
Major projects
Queensland Wallumbilla and Moomba compression 206.6 80.8
New South Wales Moomba Sydney Pipeline southern expansion 13.2 238
Western Australia Goldfields Gas Pipeline expansions 73.4 208.9
Other Victorian metering and LNG; maintenance system 23.8 29.0
317.0 342.6
Total growth capex 382.5 365.2
Stay-in-business capex 45.1 24.7
Customer contributions Pilbara Pipeline relocation 19.1 75
Total capital expenditure 446.7 3974
Acquisitions - 330.8
Energy Investments Diamantina Power Station joint venture 126.1 -
Total investment expenditure 126.1 330.8
Total capital and investment expenditure 572.8 728.2

(1) The capital expenditure shown in this table represents actual cash payments as disclosed in the cash flow statement, and excludes accruals brought forward from the prior financial year
and carried forward to next financial year.

DISTRIBUTIONS
Distributions paid to Securityholders during the financial year were:

FINAL FY2013 DISTRIBUTION INTERIM FY2014 DISTRIBUTION
PAID 11 SEPTEMBER 2013 PAID 12 MARCH 2014

TOTAL TOTAL
CENTS PER DISTRIBUTION CENTS PER DISTRIBUTION
SECURITY $000 SECURITY $000
APT profit distribution 16.02 133,877 14.56 121,663
APT capital distribution - - 0.49 4,056
APTIT profit distribution 2.32 19,424 2.30 19,241
APTIT capital distribution 0.6 1,313 0.15 1,295
Total 18.50 154,614 17.50 146,255

On 20 August 2014, the Directors declared a final distribution for APA for the financial year of 18.75 cents per security which is payable on 10 September 2014 and
will comprise the following components:

FINAL FY2014 DISTRIBUTION
PAYABLE 10 SEPTEMBER 2014

TOTAL

CENTS PER DISTRIBUTION

SECURITY $000

APT profit distribution 16.42 137,239
APT capital distribution - -
APTIT profit distribution 2.33 19,464
APTIT capital distribution - -
Total 18.75 156,703

Total distribution for the financial year ended 30 June 2014 is 36.25 cents per security, an increase of 0.75 cents, or 2.1%, on the prior year.

Distribution information is presented on an accounting classification basis. The APA Group Annual Tax Statement and Annual Tax Return Guide (to be released
in September 2014) will provide the classification of distribution components for the purpose of preparation of Securityholder income tax returns.

I~



AUSTRALIAN PIPELINE TRUST AND ITS CONTROLLED ENTITIES

DIRECTORS’ REPORT

SIGNIFICANT CHANGES IN STATE OF AFFAIRS
In March 2014, APA and Envestra entered into a Scheme Implementation Agreement, which was subsequently terminated by Envestra in May 2014 after it received
an alternative proposal from the CKI Consortium for a price of $1.32 per Envestra share, plus an entitlement to Envestra’s final dividend for the 2014 financial year.

The CKI Consortium formalised its bid for Envestra in its Bidder’s Statement issued on 20 June 2014. On 7 August 2014, APA accepted this offer for its entire interest
in Envestra of 33.0%. APA will receive $784 million in consideration in late August 2014, in addition to the $21 million it received on 25 July 2014, being the final
dividend of 3.5 cents per share paid by Envestra on that date. APA retains its Operations and Management Agreement on the Envestra assets, which runs to 2027.

Further information of APA’s disposal of its interest in Envestra is found on page 11.

BUSINESS SEGMENT PERFORMANCES AND OPERATIONAL REVIEW
Statutory reported revenue and EBITDA performance of APA’s business segments is set out in the table below:

2014 203 CHATEES
YEAR ENDED 30 JUNE $000 $000 $000 %
Revenue (continuing business)
Energy Infrastructure
Queensland @ 271,747 217,530 54,217 24.9
New South Wales 133,554 139,321 (5,767) “@n
Victoria 153,669 162,582 (8,913) (5.5)
South Australia 2,687 2,64 523 24.2
Western Australia ® 237,564 196,878 40,686 207
Northern Territory 24,848 23,001 1,847 8.0
Energy Infrastructure total 824,069 741,476 82,593 m
Asset Management 99,171 82,293 16,878 20.5
Energy Investments 68,133 51,180 16,953 331
Total segment revenue 991,373 874,949 116,424 13.3
Pass-through revenue 403,477 352,743 50,734 4.4
Unallocated revenue (interest income) 1,142 1,697 (10,555) (90.2)
Divested business - 32,878 (32,878) NM
Total revenue 1,395,992 1,272,267 123,725 9.7
EBITDA (continuing business)
Energy Infrastructure
Queensland @ 212,833 163,748 49,085 30.0
New South Wales 106,615 112,085 (5,470) 4.9)
Victoria 114,702 122,973 (8,271) 6.7)
South Australia 2,204 1,732 472 273
Western Australia ® 173,139 135,980 37159 27.3
Northern Territory 13,520 11,748 1,772 15.1
Energy Infrastructure total 623,013 548,266 74,747 13.6
Asset Management 56,188 41,889 14,299 341
Energy Investments 68,133 51177 16,956 331
Total segment EBITDA 747,334 641,332 106,002 16.5
Divested business - 20,611 (20,611) NM
Total EBITDA before significant items 747,334 661,943 85,391 12.9
Significant items - 101,685 (101,685) NM
Total EBITDA 747,334 763,628 (16,294) (¢A)]

(1) APA has adopted revised AASB 119 during the financial year. As the revised standard must be applied retrospectively, comparative numbers have been restated.
(2) Includes the South West Queensland Pipeline revenue and EBITDA contributions from 9 October 2012.

(3) Includes the Pilbara Pipeline System revenue and EBITDA contributions from 9 October 2012.

(4) 2013: Consolidation of the Moomba Adelaide Pipeline System on 9 October 2012 until divestment on 1 May 2013.

(5) Significant items: 2013 relate primarily to one-off items associated with the Hastings Diversified Utilities Fund acquisition.
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APA’s operations and financial performance during the financial year principally
reflects the additional revenue from assets acquired in the 2013 financial year
and asset expansions, partially offset by the reduced Victorian Transmission
System revenue.

EBITDA in APA’s continuing business, which excludes the Moomba Adelaide
Pipeline System that was divested on 1 May 2013, increased by $106.0 million,
or 16.5%, to $747.3 million.

APA continues to focus on the operation, development and enhancement of its
gas transmission and distribution assets, and energy investments across
mainland Australia.

ENERGY INFRASTRUCTURE

The Energy Infrastructure segment includes gas transmission and storage
assets and the Emu Downs Wind Farm. Revenue from these assets is derived
from either regulatory arrangements or capacity-based contracts. Regulatory
arrangements on major assets are reviewed every five years. Contracts have a
weighted average length in excess of 10 years.

The Energy Infrastructure segment contributed 83% of revenue and EBITDA.
Revenue (excluding pass-through revenue) was $824.1 million, an increase of
1.1% on last financial year (2013: $741.5 million). EBITDA increased by 13.6% to
$623.0 million on last financial year (2013: $548.3 million).

The following key factors contributed to this result:

- additional contribution from the expanded Mondarra Gas Storage Facility,
which commenced commercial operation in July 2013;

- full 12 months’ contribution from the South West Queensland Pipeline and
the Pilbara Pipeline System, compared with nine months last financial year;

- additional contribution from the expanded Goldfields Gas Pipeline; and

- anincrease in volumes through the Victorian Transmission System to New
South Wales offset by the reduced regulatory tariffs of the new access
arrangement which commenced on 1 July 2013.

East coast gas grid

With the addition of the South West Queensland Pipeline as part of the
acquisition of HDF, APA now has a 7,000 km integrated pipeline grid on the
east coast of Australia, with the ability to transport gas seamlessly from
multiple gas production facilities to gas users across four states.

Customers using the grid now have flexibility in relation to receipt and delivery
points, with the potential to move between 30 receipt points and about 100
delivery points on the east coast. APA has developed the commercial and
operational framework to deliver this flexibility and other related services, such
as multi asset services, bi-directional transportation and gas storage and
parking facilities.

During the financial year, three new gas transportation agreements on the
Moomba Sydney Pipeline System were executed to facilitate the increased
transportation of gas from Victoria to New South Wales via the Victorian
Transmission System. The net revenue impact of these agreements is positive,
with the resultant increase in revenue on the Victorian Transmission System
more than offsetting reduced revenue on the Moomba Sydney Pipeline. The
agreements are summarised below:

- in September 2013, APA announced a new gas transportation and storage
services agreement with Origin Energy Limited on the Moomba Sydney
Pipeline. The agreement has a term of six years, commencing January 2014
and replacing a previous contract transporting gas from Moomba;

- in October 2013, APA announced a new gas transportation agreement with
EnergyAustralia Pty Ltd for the delivery of gas sourced from Victoria into
New South Wales via APA’'s Moomba Sydney Pipeline and Victorian

Transmission System. The agreement has an initial term of 4.5 years,
commencing January 2015, and will replace a current contract between APA
and EnergyAustralia for the transportation of gas from Moomba; and

- in November 2013, APA announced a new gas transportation agreement
with Lumo Energy providing a revised suite of services from Victoria
through to Sydney using the Victorian Transmission System and Moomba
Sydney Pipeline. The agreement has a term of five and a half years,
commencing January 2015.

The Victorian Transmission System will be expanded to increase the firm peak
winter gas flows from Victoria into New South Wales by 145%, at a total cost of
approximately $160 million. See Victorian Transmission System (page 10) and
Moomba Sydney Pipeline (below) for more detail.

There were also a number of additional gas transportation and storage services
agreements executed during the financial year which utilise one or more
pipelines on the east coast grid, the most significant being, as announed in
June 2014, a new agreement with an existing customer for flexible gas
transportation services from multiple receipt and delivery points on the grid - in
particular utilising the Moomba Sydney Pipeline - as well as gas storage
services. The agreement, which commences in September 2015, is for an initial
term of seven years with a further three year option.

Against the backdrop of a very dynamic gas market in the south east of
Australia, APA continues to adapt and progressively develop its gas pipeline
infrastructure and services in response to the changing needs of customers.

An update on projects and developments is listed below by geographic region:

Queensland

- Wallumbilla compression facilities
In December 2012, APA announced it would proceed with the development
of expanded compression capacity and associated services at Wallumbilla
in Queensland. The expansion, totalling $125 million, is underpinned by a
15-year revenue agreement with GLNG Operations Pty Ltd, with a further
five to 10 year option.

Construction continued during the financial year with completion expected
prior to January 2015.

- Moomba compression facilities and South West Queensland Pipeline eastern
haul capital works
APA continued the $125 million compression capacity expansion project on
the Moomba end of the South West Queensland Pipeline. The project, which
commenced during HDF ownership of the asset, will support the west to
east gas transportation agreements on the South West Queensland Pipeline.
In addition, APA continued capital works on the South West Queensland
Pipeline, totalling $75 million, which facilitates eastern haul transportation
services and pipeline bi-directional capability. Both capital projects are
underpinned by long term revenue contracts.

Construction continued during the financial year with completion of
Moomba compression expected in the second quarter of the 2015 financial
year.

New South Wales

- Moomba Sydney Pipeline
New gas transportation agreements to provide increased gas flow from
Victoria into New South Wales were executed during the financial year (see
east coast grid on this page). These agreements underpin the $160 million
project to increase gas transportation capacity from Victoria into New
South Wales, which includes expanding capacity of the Culcairn compressor
in southern New South Wales. Capital works commences this financial year,
and are scheduled for completion by winter 2015.

1©
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APA is actively marketing capacity in the medium term to replace contracts
expiring in 2016. Options include delivery of supplies from new fields,
storage services and the potential for the delivery of southern sourced gas
to northern markets.

Victoria

- Victorian Transmission System
Total gas volume transported through the Victorian Transmission System
was 233.1 PJ, down 3.0% on last financial year (2013: 240.5 PJ) due to much
warmer weather in the financial year and lower industrial demand. This was
partially offset by increased gas exports to New South Wales (17.9 PJ in
FY14; 16.0 PJ in FY13). Peak day volume of 1,132 TJ was lower than last
financial year (2013: 1,212 TJ).

In March 2013, the Australian Energy Regulator (“AER”) issued its final
decision which did not accept APA’s revised access arrangement proposal.
The AER subsequently published its own access arrangement for the
Victorian Transmission System. APA sought review of the AER’s decision to
the Australian Competition Tribunal, whose decision was handed down on
18 September 2013. APA was successful in respect of two aspects of the
AER’s decision, which together represent approximately $20 million in
additional revenue over the current access arrangement period.

APA commenced construction of the new $40 million compression facilities
at Winchelsea as part of the South West Pipeline augmentation approved in
the current access arrangement. Completion is expected in December 2014.

Construction of the first stage of looping of the Northern Interconnect
commenced, as part of the $160 million capital projects to provide additional
capacity in the northern zone of the system in accordance with regulatory
arrangements (Northern Zone augmentation) and new contractual
agreements - see east coast grid on page 9.

Western Australia

- Goldfields Gas Pipeline
In December 2011 and January 2012, APA announced two new capacity
expansions on the Goldfields Gas Pipeline to supply a new 20-year gas
transportation agreement with Rio Tinto and a new 15-year gas transportation
agreement with the Mount Newman Joint Venture (85% BHP Billiton). The
expansions totalling $150 million (APA’s share: $132 million) neared
completion during the financial year and will increase the pipeline’s capacity
by 28% to 205 TJ/d. This additional capacity progressively became available
as required under the agreements, with some revenues commencing in
October 2013 and set to ramp up fully in the 2015 financial year.

APA has been managing the construction project on behalf of the Goldfields
Gas Transmission Joint Venture through which APA owns 88.2% of the
Goldfields Gas Pipeline.

APA and Murrin Murrin Operations Pty Limited recontracted for a further 15
years of gas transportation services on the Goldfields Gas Pipeline and
Murrin Murrin Lateral, commencing July 2014.

- Mondarra Gas Storage Facility

APA completed the expansion of its Mondarra Gas Storage Facility during
the financial year, with commercial operations commencing 23 July 2013.
Work commenced in May 2011 following execution of a long-term foundation
contract for storage capacity with Synergy (previously Verve Energy). The
facility’s commercial storage capacity has been increased from 3 PJ to 15 PJ
and provides APA’s customers with supply options and flexibility to better
manage their gas supply and demand portfolios.

Most of the facility’s capacity is contracted for at least 20 years with
Synergy. During the financial year, APA executed several short term gas
storage service agreements with other Western Australian customers,
which utilise some of the remaining capacity of the facility.

APAGROUP/  ANNUAL REPORT 2014

- Eastern Goldfields Pipeline

In July 2014, APA announced it will further expand its portfolio with the
development of a new 292 km gas transmission pipeline, the Eastern
Goldfields Pipeline, to supply mining operations in the eastern Goldfields
region of Western Australia. The pipeline is underpinned by two new, long
term gas transportation agreements with AngloGold Ashanti Australia
Limited for the transportation of gas through the Goldfields Gas Pipeline,
Murrin Murrin Lateral and the new Eastern Goldfields Pipeline to AngloGold’s
Sunrise Dam and Tropicana gold mining operations.

APA will construct the Eastern Goldfields Pipeline and associated
infrastructure for an estimated total capital cost of $140 million, with
completion expected prior to January 2016 when gas transportation
services are due to commence.

- Pilbara Pipeline System
APA signed a new gas transportation agreement with Sub 161 for one year,
with options to extend the term of the agreement. This required the
construction of a new lateral and delivery station totalling $4 million, which
is underwritten by the agreement. Sub 161 produces compressed natural
gas, supplying mining operations in the Pilbara region.

Northern Territory

- Pipeline link between the Northern Territory and south east Australia
In early 2014, APA commenced a feasibility study to link its pipeline
infrastructure in the Northern Territory with its east coast gas grid. The
proposed pipeline link will create the opportunity for gas sourced from
onshore and offshore fields in the Northern Territory to supply markets in
the east, as well as supplying additional gas security for the Northern
Territory.

APA expects to complete the feasibility study within two years, at a total
cost of approximately $2 million. Any commitment to develop the link will
require appropriate long term revenue agreements to underpin the project.

- Gas supply to the Australian Agricultural Company meat processing facility
In March 2014, APA executed a long term agreement to deliver natural gas
to the Australian Agricultural Company meat processing facility near
Darwin, starting in mid-2014. Under the agreement, gas sourced from the
Amadeus Basin will be transported north to the customer’s facility via APA’s
Amadeus Gas Pipeline.

ASSET MANAGEMENT

APA provides asset management and operational services to the majority of its
energy investments and to a number of third parties. Its main customers are
Envestra, Ethane Pipeline Income Fund, Energy Infrastructure Investments and
GDI. Asset management services are provided to these customers under long
term contracts.

Revenue (excluding pass-through revenue) from asset management services
increased by $16.9 million or 20.5% to $99.2 million (2013: $82.3 million) and
EBITDA increased by $14.3 million or 34.1% to $56.2 million (2013: $41.9 million).

The increase in revenue is due to an increase in customer contributions for
relocating APA infrastructure, totalling $23.4 million (2013: $10.2 million), as
well as an increase in asset management fees from Envestra, which are
calculated as a percentage of revenue.

ENERGY INVESTMENTS

APA has an interest in a number of energy investments across Australia,
including Envestra, SEA Gas Pipeline, Energy Infrastructure Investments,
Ethane Pipeline Income Fund, EllI2 and GDI. APA holds a number of roles in
respect of the majority of these investments, in addition to its ownership
interest. All investments are equity accounted, with the exception of APA’s
interest in Ethane Pipeline Income Fund.
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EBITDA from these investments increased by 33.1% to $68.1 million, up from
$51.2 million last financial year, mainly due to the increase in Envestra’s
profitability.

At 30 June 2014, APA’s interest in Envestra was 33.0%. On 7 August 2014, APA
accepted CKI Consortium’s offer for all its Envestra shares, exiting its investment
in Envestra. However, APA will continue to operate Envestra’s assets under an
Operating and Management agreement that expires in 2027 - see below.

PROJECT UNDER DEVELOPMENT - DIAMANTINA POWER STATION AND
LEICHHARDT POWER STATION

APA and AGL Energy are jointly developing the Diamantina Power Station and
Leichhardt Power Station at Mount Isa, Queensland through a 50:50 owned
joint venture. The Diamantina Power Station is a 242 MW combined cycle gas-
fired power station. The adjacent Leichhardt Power Station is a 60 MW open
cycle gas-fired power station which will provide back-up generation in support
of availability commitments to customers. The power stations will be supplied
with gas via APA’s Carpentaria Gas Pipeline.

The power stations are underpinned by long term energy supply agreements
through to 2031 with Mount Isa Mines Limited, a wholly owned subsidiary of
Glencore Xstrata, and Ergon Energy, Queensland’s state-owned regional
electricity supplier. Under the arrangements, AGL has contracted transportation
capacity in the Carpentaria Gas Pipeline for an initial ten-year period.

In early October 2013, the Diamantina Power Station delivered its first power
into the Mount Isa electricity grid as part of the commissioning of the first
40MW open cycle gas turbine generator. In January 2014, it commenced
supplying power commercially to one of its two major customers. Full
combined cycle operation is due to commence in the last quarter of calendar
2014. The Leichhardt Power Station was commissioned and became fully
operational in July 2014.

APA EXITS ITS INVESTMENT IN ENVESTRA

On 17 December 2013, APA and Envestra agreed to progress a scheme of
arrangement proposal to combine the two businesses following a revised
proposal from APA, which implied a value of $1.17 per Envestra share (based on
an APA share price of $6.0974, the APA 30 day VWAP at close of business on
11 December 2013). Following completion of confirmatory due diligence, receipt
of certain binding confirmations from Envestra’s financiers and the issue of an
Independent Expert Report, APA and Envestra entered into a Scheme
Implementation Agreement, with an expected implementation date of early
June 2014.

However, on 8 May 2014, Envestra received a non-binding proposal from the
CKI Consortium. Following due diligence and relevant approvals, on 30 May
2014 Envestra entered into a Bid Implementation Agreement with the CKI
Consortium for a price of $1.32 per Envestra share, plus an entitlement to a final
dividend of 3.5 cents per share, which was paid on 25 July 2014. As a result,
Envestra terminated the Scheme Implementation Agreement with APA.

The CKI Consortium formalised its bid for Envestra in its Bidder’s Statement
dated 20 June 2014, with the offer open for acceptance from 4 July 2014 to
8 August 2014 (unless extended or withdrawn).

On 7 August 2014, APA accepted the CKI Consortium offer for all its Envestra
shares. APA will receive $784 million in consideration, in addition to the
$21 million final dividend paid by Envestra on 25 July 2014.

The CKI Consortium offer is now expected to close on 21 August 2014.

APA retains its Operations and Management Agreement on the Envestra
assets, which runs to 2027. Under that agreement, APA is paid all actual costs
and disbursements reasonably incurred or outlaid by APA in the performance
of its obligations under the agreement, and a management fee of 3% of the
total network revenue Envestra receives from the assets that APA manages.

5 Figures quoted are sourced from IRESS and measured as at 30 June 2014.

TOTAL SECURITYHOLDER RETURN

During the financial year, APA’s market capitalisation increased by 15.0% to
$5.76 billion at 30 June 2014. Distributions declared during the financial year
amounted to 36.25 cents per APA security. APA’s total securityholder return for
the financial year, which accounts for the capital appreciation of APA’s security
price and assumes the reinvestment of distributions at the declared time, was
21.6%, placing APA in the top 39th percentile of one year total shareholder
returns for the financial year and top 14th percentile of three year total
shareholder returns for ASX 100 listed companies °. APA’s 10-year total
securityholder return is 492%, a compound annual growth rate of 19.5%.

REGULATORY MATTERS
Key regulatory matters addressed during the financial year included:

Victorian Transmission System access arrangement

In April 2012, APA submitted a revised access arrangement proposal for the
Victorian Gas Transmission System for the period 2013 to 2017. In March 2013,
the AER issued its final decision in which it did not accept APA’s proposal. The
AER subsequently published its own access arrangement for the Victorian
Transmission System.

The AER’s final decision includes a reduction in revenue that resulted from,
among other matters, a lower capital base reflecting lower actual capital
expenditure in the previous access arrangement period and a significantly
lower allowed rate of return.

APA sought review of the AER’s decision by the Australian Competition
Tribunal, whose decision was issued on 18 September 2013. APA was successful
in respect of two aspects of the review of the AER’s decision, which together
represent approximately $20 million in additional revenue over the current
access arrangement period.

Rate of return guidelines

In December 2013, each of the AER and the Economic Regulation Authority
(“ERA”) published their respective initial Rate of Return Guideline, as required
by changes to the National Gas Rules implemented in 2012. The guidelines
highlight that the Capital Asset Pricing Model continues to dominate each of
the Regulators’ respective approaches to determining the cost of equity. These
guidelines are not binding and service providers in their access arrangements
proposals to the AER and ERA can argue for departure from the relevant
guideline.

HEALTH, SAFETY AND ENVIRONMENT

Health and safety reporting

The Lost Time Injury Frequency Rate (“LTIFR”) ¢ for APA employees was 0.7 for
the financial year, down from 2.1 last financial year. There were two employee
and three contractor lost time injuries during the financial year, which is four
fewer lost time injuries compared with the prior financial year.

APA aims to be a “zero harm” workplace for its employees, contractors and the
broader communities in which it operates. During the financial year, APA
launched its three year Strategic Improvement Plan, introducing 12 of its 17
initiatives, including Leading Zero Harm. These initiatives were implemented
across all areas of APA’s business, and have contributed to the improvement in
this financial year’s health and safety performance.

The Strategic Improvement Plan was developed following a corporate wide
health and safety cultural survey in early 2013. Implementation of the plan is
improving APA’s understanding of the hazards and risks in its business,
identifying the controls needed to eliminate or mitigate these risks and
validating this with a robust assurance framework.

6 Lost Time Injury Frequency Rate is calculated as the work hours lost as a result of injury at work, multiplied by one million, divided by the total hours worked.
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Other activities implemented during the financial year include:

- anew risk-based approach to health and safety audits, which provides more
targeted compliance with APA’s Health, Safety and Environment system;

- animproved hazard profiling process that allows for a better understanding
of the workplace health and safety risks in each business unit and
operational site across APA; and

- a new suite of safety performance measures, which include lead indicators
that measure performance against the proactive safety measures.

APA encourages healthy living and for the sixth year sponsored employees are
participating in the Global Corporate challenge. 37 teams (259 APA employees)
commenced a 16 week walking challenge with the aim of increasing the number
of steps they take and improving overall physical fitness. In addition, APA
provided an annual flu vaccination program and a confidential employee
assistance program that provides services to employees and their immediate
families.

Environmental regulations

All pipeline, distribution and gas processing assets owned and/or operated by
APA are designed, constructed, tested, operated and maintained in accordance
with pipeline and distribution licences issued by the relevant state and territory
technical regulators. All licences require compliance with relevant federal, state
and territory environmental legislation and Australian standards.

The pipeline licences also require compliance with the Australian Standard AS
2885 “Pipelines - Gas and Liquid Petroleum”, which has specific requirements
for the management of environmental matters associated with all aspects of
the high pressure pipeline industry.

Construction Environmental Management Plans satisfying Section 6 of the
Australian Pipeline Industry Association Code of Environmental Practice are
prepared as needed. Major project construction activities are audited or
inspected Management Plan
requirements. In accordance with Part 3 of AS 2885, Environmental

in accordance with the Environmental

Management Plans satisfying Section 7 of the Code are in place for all operating
pipelines and are managed in accordance with APA’s contracts and the terms
and conditions of the licences that APA has been issued.

The Safety and Operating Plan for APA’s distribution network has been audited
in accordance with New South Wales technical regulatory requirements.

Senior management reviews audit reports and any material breaches are
communicated to the Board. No significant breaches have been reported
during the financial year and APA has managed its assets in accordance with
the Environmental Management Plans that are in place.

Environmental reporting

In October 2013, APA complied with Australia’s National Greenhouse and
Energy Reporting (“NGER”) obligations for the 2013 financial year. Energy
reporting for the 2014 financial year will be submitted in October 2014.

APA’s main sources of emissions are from the combustion of natural gas in
compressor stations and from fugitive emissions associated with natural gas
pipelines. NGER compliance reporting applied to assets under APA’s operational
control, which include Roma Brisbane Pipeline, Moomba Sydney Pipeline,
South West Queensland Pipeline, Northern Territory Natural Gas Distribution
Network, Goldfields Gas Pipeline (88.2% ownership), Diamantina Power Station
(50% equity ownership) and Allgas (20% equity ownership).
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APA’s summary of Scope 1 emissions and energy consumption for the 2013
financial year are set out in the following table:

FINANCIAL YEAR 2013 2012 CHANGE
Scope 1 CO? emissions (tonnes) 322,827 327,239 4,412) 0.4)%
Energy consumption (GJ) 2,791,839 2,886,506 (94,667) (3.3)%

(1) In 2013 APA amended its NGER reporting methodology for energy consumption. 2012
figures have been adjusted to reflect this change

Carbon legislation and repeal

A major element of the Clean Energy Act 2011, passed by the Senate on 8
November 2011, was the introduction of legislation to reduce carbon emissions.
The legislation put a price on carbon emissions from 1 July 2012.

However, in July 2014, the carbon price legislation was repealed effective 1 July
2014. Consequently, the 2014 financial year is the final year for carbon liability
compliance. The Federal Government has proposed the Emissions Reduction
Fund as a replacement for the existing carbon legislation.

During the financial year APA recovered all its carbon related costs. From 1 July
2014 APA will no longer have a carbon liability and will remove any pass-
through carbon charges from customers’ charges.

RISK OVERVIEW

APA identifies risks to the business and puts in place mitigation actions to
remove or minimise the negative impact and maximise the opportunities in
respect of these risks. Material risks are reviewed on an ongoing basis by APA’s
Executive Risk Management Committee and the Board Audit and Risk
Management Committee, together with the relevant business units and internal
experts. Further information on this process is provided in APA’s Corporate
Governance Statement (refer to Principle 7).

Risk assessment considers a combination of the probability and consequence of
risks occurring. Listed below are the key risks identified that could materially
affect APA negatively. However, the materiality of risks may change and previously
unidentified risks may emerge. These risks should be considered in connection
with any forward looking statement by APA in this document or elsewhere.

Key risks

Economic regulation

APA has a number of price regulated assets and investments in its portfolio.
Regulatory pricing periods generally run for five years and reflect the
regulator’s determination of, amongst other matters, APA’s projected operating
and capital costs, and weighted average cost of capital. The price regulation
outcomes determined by the AER or ERA (for Western Australia) under an
access arrangement process for a full regulation asset may adversely affect
APA’s revenue in respect of that asset.

Bypass and competitive risk

Bypass and competitive risk occurs when a new transmission pipeline offers
gas transportation services to the same end market serviced by existing
pipelines. If a bypass risk eventuates, APA’s future earnings could be reduced if
customers purchase gas transportation services from new pipelines, rather
than from APA’s existing pipelines.

Gas demand risk

Reduced demand for gas, increased use of gas swap contracts by customers,
and increased use of non-APA gas storage facilities may reduce the future
demand for pipeline capacity and transportation services and adversely impact
APA’s future revenue, profits and financial position.
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Gas supply risk

A long-term shortage of competitively priced gas, either as a result of gas
reserve depletion, allocation of gas to other markets, or the unwillingness or
inability of gas production companies to produce gas, may adversely affect
APA’s revenue and the carrying value of APA’s assets.

Counterparty risk

The failure of a counterparty to meet its contractual commitments to APA,
whether in whole or in part, would reduce future anticipated revenue unless
and until APA is able to secure an alternative customer. Counterparty risk also
arises when contracts are entered into for derivatives with financial institutions.
Exposures are regularly monitored in accordance with APA’s Treasury Risk
Management Policy.

Interest rates and refinancing risks

APA is exposed to movements in interest rates where floating interest rate
funds are not effectively hedged. There is a risk that adverse interest rate
movements may affect APA’s earnings, both directly (through increased
interest payments) and indirectly (through the impact on asset carrying
values).

APA has borrowings extending through to 2022. Access to continuing financing
sources to extend and/or refinance debt facilities will be important. An inability
to secure new debt facilities at a similar quantum and cost to existing debt
facilities may adversely affect APA’s operations and/or financial position and
performance.

Investment risk

APA may acquire infrastructure and related assets or undertake additional or
incremental investment in its existing assets. There is a risk that assumptions
and forecasts used in making investment decisions may ultimately not be
realised, and this may adversely affect APA’s financial position and performance.

Contract renewal risk

A large part of APA’s revenues are the subject of long-term, negotiated revenue
contracts with end customers. Due to a range of factors, including customer
demand risk, gas supply risk, counterparty risk, shorter term contracts and
bypass and competitive risk, APA may not be successful in recontracting the
available pipeline capacity when it comes due for contract renewal, and
consequently may adversely impact APA’s future revenue, profits and financial
position.

Operational risk

APA is exposed to a number of operational risks such as equipment failures or
breakdowns, rupture of pipelines, information technology systems failures or
breakdowns, employee or equipment shortages, contractor default, unplanned
interruptions, damage by third parties and unforeseen accidents. Operational
disruption, or the cost of repairing or replacing damaged assets, could
adversely impact APA’s earnings.
protection for some, but not all, of the costs that may arise from unforeseen
events.

Insurance policies may only provide

Construction and development risk

APA develops new assets and undertakes expansion of its existing assets. This
involves a number of typical construction risks, including the failure to obtain
necessary approvals, employee or equipment shortages, higher than budgeted
construction costs and project delays, which may impact the commerciality
and economics of the development or otherwise impact on APA’s other assets.
If these risks materialise, this may adversely affect APA’s operations and/or
financial position and performance.

Disputes and litigation risks

In the course of its operations, APA may be involved in disputes and litigation.
There is a risk that material or costly disputes or litigation could affect APA’s
financial position and performance.

GUIDANCE FOR 2015 FINANCIAL YEAR

Based on current operating plans, APA expects statutory EBITDA for the full
year to 30 June 2015 to be in a range of $1,170 million to $1,190 million, inclusive
of a once-off profit on sale of APA’s Envestra shares of around $430 million.
APA expects normalised EBITDA to be in the range of $740 million to $760
million, which represents an increase of approximately 6% to 9% on the 2014
financial year EBITDA of APA’s continuing business, which excludes equity
accounted earnings from Envestra of $50.1 million.

Net interest cost for the 2015 financial year is expected to be in a range of $315
million to $325 million.

Distribution per security for the 2015 financial year is expected to be at least
equal to that paid in respect of the 2014 financial year, that is, at least 36.25
cents per security.

SUBSEQUENT EVENTS

Except as disclosed elsewhere in this report, the Directors are unaware of any
matter or circumstance that has occurred since the end of the financial year
that has significantly affected or may significantly affect the operations of APA,
the results of those operations or the state of affairs of APA in future years.

INFORMATION ON DIRECTORS AND COMPANY SECRETARY

Information relating to the qualifications and experience of the Directors and Company Secretary is set out below:

Leonard Bleasel AM

FAICD FAIM

Independent Chairman
Appointed 28 August 2007

to 2001.

Leonard (Len) Bleasel had a long career in the energy industry before retiring from management in 2001. He started his
career in AGL in 1958 and worked in a variety of roles, culminating in the position of Managing Director and CEO from 1990

Len is Chairman of the Taronga Conservation Society Australia and the Advisory Council for CIMB Securities International

Appointed Chairman (Australia) Pty Limited.

30 October 2007

Len’s past appointments have included lead non-executive director of QBE Insurance Group Limited, Chairman of Foodland
Associated Limited, ABN AMRO Australia Holdings Pty Limited, Solaris Power, the Australian Gas Association, Natural Gas
Corporation Holdings Ltd (New Zealand), Elgas Ltd, Auscom Holdings Pty Ltd, Industrial Pipe Systems Pty Ltd and East
Australian Pipeline Ltd, a director of St George Bank Limited and Gas Valpo (Chile), and Vice President of the Royal Blind

Society.

Len was awarded an AM in the General Division of the Order of Australia for services to the Australian gas and energy

industries and the community.
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Michael McCormack

BSurv GradDipEng

MBA FAICD

Chief Executive Officer and
Managing Director

Appointed Managing Director
1 July 2006

Michael (Mick) McCormack has been Chief Executive Officer of APA since 1 July 2005 and Managing Director since 1 July
2006. He has over 25 years’ experience in the gas infrastructure sector in Australia and his career has encompassed all
aspects of the sector including commercial development, design, construction, operation and management of most of
Australia’s natural gas pipelines and gas distribution systems.

Mick is a Director of Envestra Limited and formerly a Director of the Australian Pipeline Industry Association and the
Australian Brandenburg Orchestra.

Steven Crane

BComm FAICD SF Fin
Independent Director
Appointed 1 January 201

Steven (Steve) Crane has over 30 years’ experience in the financial services industry. His background is in investment
banking, having previously been Chief Executive Officer of ABN AMRO Australia and BZW Australia.

Steve has considerable experience as a non-executive Director of listed entities. He is currently Chairman of nib holdings
limited, a Director of Bank of Queensland Limited, Transfield Services Limited and Taronga Conservation Society Australia,
and a member of the Advisory Council for CIMB Securities International (Australia) Pty Limited. He was formerly Chairman
of Adelaide Managed Funds Limited and Investa Property Group Limited, a Director of Adelaide Bank Limited, Foodland
Associated Limited and APA Ethane Limited, the responsible entity of Ethane Pipeline Income Fund, and a member of the
Advisory Council RBS Group (Australia) Pty Limited.

Steve is a member of the Audit and Risk Management Committee and the Remuneration Committee.

John Fletcher

BSc MBA FAICD
Independent Director
Appointed 27 February 2008

John Fletcher has over 35 years’ experience in the energy industry, having held a number of executive positions in AGL prior
to his retirement in 2003, including Chief Financial Officer. John has previously been a Director of Integral Energy, Natural
Gas Corporation Holdings Ltd (New Zealand), Foodland Associated Limited, Sydney Water Corporation and Alinta Energy
Group. He brings a wide commercial and financial practical knowledge to the Board.

John was previously an AGL appointed Director of Australian Pipeline Limited from 2000 to 2005.

John is the Chairman of the Remuneration Committee and a member of the Audit and Risk Management Committee.

Russell Higgins AO

BEc FAICD

Independent Director
Appointed 7 December 2004

Russell Higgins has extensive experience both locally and internationally in the energy sector and in economic and fiscal
policy. He was Secretary and Chief Executive Officer of the Department of Industry, Science and Resources from 1997 to
2002 and Chairman of the Australian Government’s Energy Task Force from 2003 to 2004.

Russell is a Director of Telstra Corporation Limited, Argo Investments Limited and the St James Ethics Foundation.

He is a former Chairman of the CSIRO Energy Transformed Flagship Advisory Committee, the Snowy Mountains Council and
the Australian Government’s Management Improvement Advisory Committee, and a former Director of Leighton Holdings
Limited, Ricegrowers Limited (trading as SunRice), Australian Biodiesel Group Limited, EFIC, CSIRO, Austrade and the
Australian Industry and Development Corporation, as well as a former member of the Australian Government’s Joint
Economic Forecasting Group. In 2006-07, he was a member of the Prime Ministerial Task Group on Emissions Trading.

Russell is Chairman of the Health Safety and Environment Committee and a member of the Audit and Risk Management
Committee.

Patricia McKenzie

LLB FAICD

Independent Director
Appointed 1 January 201

Patricia McKenzie has considerable expertise and experience in energy market regulation and, as a qualified solicitor,
extensive corporate legal experience. She is currently Chair of Healthdirect (National Health Call Centre Network Limited)
and a Director of Macquarie Generation, and was formerly a Director of Australian Energy Market Operator Limited (AEMO),
the national energy market operator for electricity and gas, and the Chief Executive Officer of Gas Market Company Limited,
the market administrator for retail competition in the gas industry in New South Wales and the Australian Capital Territory.

Patricia is a member of the Health Safety and Environment Committee and the Remuneration Committee.

Robert Wright

BCom FCPA

Independent Director
Appointed 11 February 2000

Robert Wright has over 30 years’ financial management experience, having held a number of Chief Financial Officer
positions, including Finance Director of David Jones Limited. He is currently the Chairman of Super Retail Group Limited and
APA Ethane Limited, the responsible entity of Ethane Pipeline Income Fund, and was previously Chairman of SAI Global
Limited, Dexion Limited and RCL Group Limited.

Robert is the Chairman of the Audit and Risk Management Committee and a member of the Health Safety and Environment
Committee.

Mark Knapman
BCom LLB FGIA FCIS
Company Secretary

In addition to being responsible for the secretariat function, Mark Knapman oversees corporate governance and the legal,
internal audit and financial services compliance functions.

Mark has extensive experience as a Company Secretary. He was Company Secretary and General Counsel of an ASX-listed

Appointed 16 July 2008 ) - - . I~ .
company and Asia Pacific Legal Counsel and Company Secretary for a US multinational company prior to joining APA. Prior
to those roles he was a partner of an Australian law firm.

Mark is a Fellow of the Governance Institute of Australia (formerly Chartered Secretaries Australia) and the Institute of
Company Secretaries and Administrators, and is admitted to practice as a solicitor.
APA GROUP/  ANNUAL REPORT 2014
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DIRECTORSHIPS OF OTHER LISTED COMPANIES

Directorships of other listed companies held by Directors at any time in the three years immediately before the end of the financial year are as follows:

NAME COMPANY

PERIOD OF DIRECTORSHIP

Leonard Bleasel AM QBE Insurance Group Limited

January 2001 to September 2012

Michael McCormack Envestra Limited

Since July 2007

Steven Crane Transfield Services Limited
Bank of Queensland Limited

nib holdings limited

Since February 2008
Since December 2008

Since September 2010

John Fletcher -

Russell Higgins AO Telstra Corporation Limited
Argo Investments Limited
Ricegrowers Limited

Leighton Holdings Limited

Since September 2009

Since September 2011
December 2005 to August 2012
June 2013 to May 2014

Patricia McKenzie -

Robert Wright Super Retail Group Limited
APA Ethane Limited ©
SAIl Global Limited

RCL Group Limited

Since May 2004
Since July 2008
October 2003 to October 2013

May 2006 to February 2012

(1) APA Ethane Limited is the responsible entity of the registered managed investment schemes that comprise Ethane Pipeline Income Fund, the securities in which are quoted on the ASX.

OPTIONS GRANTED

In this report, the term “APA securities” refers to the stapled securities each
comprising a unit in Australian Pipeline Trust stapled to a unit in APT Investment
Trust and traded on the Australian Securities Exchange (“ASX”) under the code
“APA”.

No options over unissued APA securities were granted during or since the end
of the financial year, no unissued APA securities were under option as at the
date of this report, and no APA securities were issued during or since the end
of the financial year as a result of the exercise of an option over unissued APA
securities.

INDEMNIFICATION OF OFFICERS AND EXTERNAL
AUDITOR

During the financial year, the Responsible Entity paid a premium in respect of a
contract insuring the Directors and officers of the Responsible Entity and any
APA Group entity against any liability incurred in performing those roles to the
extent permitted by the Corporations Act 2001. The contract of insurance
prohibits disclosure of the nature of the liability and the amount of the
premium.

Australian Pipeline Limited, in its capacity as Responsible Entity of Australian
Pipeline Trust and APT Investment Trust, indemnifies each person who is or has
been a Director or Company Secretary of the Responsible Entity or any APA
Group entity under a range of deed polls and indemnity agreements which
have been in place since 1 July 2000. This indemnity may extend to such other
officers or former officers of APA Group entities as the Board, in its discretion,
in each case determines. The indemnity operates to the full extent allowed by
law but only to the extent not covered by insurance, and is on terms the Board
considers usual for arrangements of this type.

Under its constitution, Australian Pipeline Limited (in its personal capacity)
indemnifies each person who is or has been a Director, Company Secretary or
executive officer of that company.

The Responsible Entity has not otherwise, during or since the end of the
financial year, indemnified or agreed to indemnify an officer or external auditor
of the Responsible Entity or any APA Group entity against a liability incurred by
such an officer or auditor.
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DIRECTORS’ MEETINGS

During the financial year, 20 Board meetings, three Remuneration Committee meetings, four Audit and Risk Management Committee meetings and three Health
Safety and Environment Committee meetings were held. The following table sets out the number of meetings attended by each Director while they were a Director
or a committee member:

AUDIT AND RISK MANAGEMENT HEALTH SAFETY AND
BOARD REMUNERATION COMMITTEE COMMITTEE ENVIRONMENT COMMITTEE
DIRECTORS A B A B A B A B
Leonard Bleasel AM @ 20 20 - - - - - -
Michael McCormack 20 20 - - - - - -
Steven Crane 20 20 3 3 4 4 - -
John Fletcher 20 20 3 3 4 4 - -
Russell Higgins AO 20 20 - - 4 4 3 3
Patricia McKenzie 20 20 3 3 - - 3 3
Robert Wright 20 20 - - 4 4 3 3

A: Number of meetings held during the time the Director held office or was a member of the committee during the financial year.
B: Number of meetings attended.
(1) The Chairman attended all committee meetings ex officio.

DIRECTORS’ SECURITYHOLDINGS
The aggregate number of APA securities held directly, indirectly or beneficially by Directors or their Director related entities at the 30 June 2014 is 979,426
(2013: 979,426).

The following table sets out Directors’ relevant interests in APA securities as at 30 June 2014:

FULLY PAID FULLY PAID

SECURITIES AS AT SECURITIES SECURITIES SECURITIES AS AT

DIRECTORS 1JULY 2013 ACQUIRED DISPOSED 30 JUNE 2014
Leonard Bleasel AM 460,664 - - 460,664
Michael McCormack 208,590 - - 208,590
Steven Crane 100,000 - - 100,000
John Fletcher 66,188 - - 66,188
Russell Higgins AO 92,040 - - 92,040
Patricia McKenzie 12,500 - - 12,500
Robert Wright 39,444 - - 39,444
979,426 - - 979,426

The Directors hold no other rights or options over APA securities. There are no contracts to which a Director is a party or under which the Director is entitled to a
benefit and that confer a right to call for or deliver APA securities.

APA GROUP/  ANNUAL REPORT 2014
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REMUNERATION REPORT

The Remuneration Report is attached to and forms part of this report.

AUDITOR

AUDITOR’S INDEPENDENCE DECLARATION

A copy of the independence declaration of the auditor, Deloitte Touche
Tohmatsu (“Auditor”) as required under section 307C of the Corporations Act
2001 is included at page 97.

NON-AUDIT SERVICES

Non-audit services have been provided during the financial year by the Auditor.
A description of those services and the amounts paid or payable to the Auditor
for the services are set out in Note 45 to the financial statements.

The Board has considered those non-audit services provided by the Auditor
and, in accordance with written advice from the Audit and Risk Management
Committee (“Committee”), is satisfied that the provision of those services by
the Auditor is compatible with the general standard of independence for
auditors imposed by the Corporations Act 2001 and did not compromise the
auditor independence requirements of the Act. The Board’s reasons for
concluding that the non-audit services provided did not compromise the
Auditor’s independence are:

- all non-audit services were subject to APA’s corporate governance
procedures with respect to such matters and have been reviewed by the
Committee to ensure they do not impact on the impartiality and objectivity
of the Auditor;

- the non-audit services provided did not undermine the general principles
relating to auditor independence as they did not involve reviewing or
auditing the Auditor’s own work, acting in @ management or decision
making capacity for APA, acting as an advocate for APA or jointly sharing
risks and rewards; and

- the Auditor has provided a letter to the Committee with respect to the
Auditor’s independence and the Auditor’s independence declaration
referred to above.

INFORMATION REQUIRED FOR REGISTERED
SCHEMES

Fees paid to the Responsible Entity and its associates (including Directors and
Secretaries of the Responsible Entity, related bodies corporate and Directors
and Secretaries of related bodies corporate) out of APA scheme property
during the financial year are disclosed in Note 46 to the financial statements.

Except as disclosed in this report, neither the Responsible Entity nor any of its
associates holds any APA securities.

The number of APA securities issued during the financial year, and the number
of APA securities at the end of the financial year, are disclosed in Note 31 to the
financial statements.

The value of APA’s assets as at the end of the financial year is disclosed in the
balance sheet in total assets, and the basis of valuation is included in Note 3 to
the financial statements.

ROUNDING OF AMOUNTS

APA is an entity of the kind referred to in ASIC Class Order 98/0100 dated 10
July 1998 and, in accordance with that Class Order, amounts in the Directors’
report and the financial report are rounded to the nearest thousand dollars,
unless otherwise indicated.

Signed in accordance with a resolution of the Directors of the Responsible
Entity made pursuant to section 298(2) of the Corporations Act 2001.

On behalf of the Directors

G e

Leonard Bleasel AM
Chairman

Robert Wright
Director

SYDNEY, 20 August 2014
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INTRODUCTION

At APA, we are committed to disclosing a clear and transparent summary of our remuneration arrangements.

This report explains our approach to remuneration and sets out key 2014 remuneration details for the Directors of the Responsible Entity and key management
personnel of APA.

The people in those positions during or since the end of the financial year are listed below.

DIRECTORS OF THE RESPONSIBLE ENTITY (P
Leonard Bleasel AM

Chairman APA Group
Michael McCormack Chief Executive Officer and Managing Director

Steven Crane

John Fletcher
Russell Higgins AO
Patricia McKenzie
Robert Wright

Chairman Remuneration Committee

Chairman Health Safety and Environment Committee

Chairman Audit and Risk Management Committee

KEY MANAGEMENT PERSONNEL

Michael McCormack
Peter Fredricson
Ross Gersbach
Robert Wheals
John Ferguson

Kevin Lester

Chief Executive Officer and Managing Director
Chief Financial Officer

Chief Executive Strategy and Development
Group Executive Transmission

Group Executive Networks

Group Executive Infrastructure Development

Stephen Oh|
Mark Knapman Company Secretary

Peter Wallace

Group Executive Strategic Projects

Group Executive Human Resources

(1) The Directors are defined as “key management personnel” under accounting standard AASB 124 - Related Party Disclosures (“AASB 124”) and are presented separately in this report.

(2) Stephen Ohl retired with effect from 1 July 2013.

HAVE THERE BEEN ANY CHANGES TO THE EXECUTIVE REMUNERATION
STRUCTURE DURING FY2014?
There have been no changes to the remuneration structure during FY2014.

For the year ending 30 June 2013 the Board restructured the ‘at risk’ aspects of
the Total Package Opportunity Incentive Plan (“TPOI Plan”) to more directly
align the interests of plan participants and securityholders, and importantly to
allow the Board to reward superior performance.

Firstly, the Long Term Incentive (“LTI”) plan which had only one hurdle, operating
cash flow per security (“OCFPS”), was changed to include two hurdles. The first
hurdle is total shareholder return (“TSR”) performance against the S&P ASX 100
comparator group and the second hurdle, performance against targets set for
growth in earnings before interest, tax, depreciation and amortisation divided by
funds employed (“EBITDA/FE”).

Secondly, both the Short Term Incentive (“STI”) plan and the LTI plan have a
maximum opportunity of 150% subject to achieving exceptional or superior
performance.

Thirdly, consistent with emerging good governance, last year the Board
introduced an Executive Remuneration Clawback Policy which provides that, in
the event of a material misstatement in the year end accounts for the preceding
three years (which may affect one or more key management personnel), the
Board at its discretion may clawback some or all of any STl or LTI award or LTI
grant not yet vested. The policy appears on the Group website.

REMUNERATION COMMITTEE

The Remuneration Committee has been established by the Board to govern
and oversee Director and executive remuneration. The role of the Remuneration
Committee is to:

- ensure the provision of a robust remuneration and reward system that
provides for the alignment of employee and securityholder interests;
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- facilitate effective attraction, retention and development of talented
employees;

- consider and make recommendations to the Board on remuneration policies
and packages applicable to Directors and to senior executives of APA;

- ensure compliance with relevant legislation and corporate governance
principles on remuneration practices and employment policies; and

- promote diversity, on the basis of gender and other factors, in APA’s
workforce and to review the effectiveness of diversity practices and initiatives.

The members of the Remuneration Committee, all of whom are non-executive
Directors, are:

- John Fletcher (Chairman);
- Steven Crane; and
- Patricia McKenzie.

The Chairman of the Board attends all meetings of the Remuneration
Committee and the Managing Director attends by invitation. The Remuneration
Committee met three times during the year.

The Remuneration Committee may seek external professional advice on any
matter within its terms of reference.

OUR APPROACH TO NON-EXECUTIVE DIRECTOR REMUNERATION
We seek to attract and retain high calibre directors who are equipped with diverse
skills to oversee all functions of APA in an increasingly complex environment.

We aim to fairly remunerate Directors for their services relative to similarly
sized organisations.

Non-executive Director remuneration comprises:

- abase board fee;
- an additional fee for serving on a committee of the Board; and
- superannuation contributions.
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The Board determines base board fees and committee fees annually. It acts on
advice from the Remuneration Committee which obtains external benchmark
information from independent remuneration specialists. Such information
includes market comparisons paid by comparable companies in the ASX 100.

Non-executive Directors do not receive incentive payments of any type. One
off ‘per diems’ may be paid in exceptional circumstances. No payments have
been made under this arrangement in this reporting period.

Board and committee fees

In 2003, the Board terminated the non-executive Directors’ retirement benefit
plan so that the benefits to participating Directors that had accrued up to that
termination date were then quantified and preserved for payment on retirement
of those Directors. Robert Wright is the only current Director entitled to
benefits under the plan on his retirement from the Board.

Following external benchmarking and a review of APA’s performance relative to other companies, base board fees and fees for serving on a committee of the

Board were increased effective 1 January 2014.

Base board fees and committee fees are outlined below.

CHAIRMAN MEMBER

rees M $000/PA $000/PA

Board fees 370 129

i Remuneration Committee fees 32 16
Effective 1 January 2014 . . X

Audit and Risk Management Committee fees 38 19

Health Safety and Environment Committee fees 32 16

Board fees 330 120

Effective 1January 2013 Remuneration Committee fees 31 15.5

to 31 December 2013 Audit and Risk Management Committee fees 37 18.5

Health Safety and Environment Committee fees 31 15.5

(1) Excludes superannuation guarantee levy.

Total remuneration earned and received

The following table outlines the total remuneration earned and received by non-executive Directors during FY2014, calculated in accordance with applicable

accounting standards.

SHORT-TERM
EMPLOYMENT POST-EMPLOYMENT
BENEFITS BENEFITS
SALARY/FEES SUPERANNUATION TOTAL
$ $ $

Non-Executive Directors
L F Bleasel AM
2014 353,252 28,698 381,950
2013 317,252 24,998 342,250
S Crane
2014 158,970 14,530 173,500
2013 146,970 13,230 160,200
J A Fletcher
2014 160,598 30,078 190,676
2013 156,723 19,012 175,735
R A Higgins AO
2014 174,723 15,953 190,676
2013 160,223 14,427 174,650
P M McKenzie
2014 156,000 14,250 170,250
2013 143,000 12,850 155,850
M Muhammad @
2014 - - -
2013 43,043 - 43,043
R J Wright
2014 177,738 16,226 193,964
2013 164,238 14,763 179,001
Total Remuneration: Non-Executive Directors
2014 1,181,281 19,735 1,301,016
2013 1131,449 99,280 1,230,729

(1) The remuneration for the Chief Executive Officer and Managing Director, Michael McCormack, is included with the remuneration disclosures for key management personnel for FY2014

on page 26.
(2) Muri Muhammad resigned as a Director on 24 October 2012.
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OUR APPROACH TO EXECUTIVE REMUNERATION
What is our executive remuneration strategy?
Our executive remuneration strategy is to:

- attract and retain key executives who will create long-term sustainable value for Securityholders;

- motivate and reward executives having regard to the overall performance of APA, the performance of the executive measured against pre-determined
objectives and the external compensation environment;

- target at least the market median using external benchmark data;

- appropriately align the interests of executives with those of Securityholders; and

- comply with applicable legal requirements and appropriate standards of governance.

We aim to pay competitive remuneration and this is communicated as Total Remuneration Opportunity (“TRO”).

Total Total Fixed Short-term
Remuneration = Remuneration + Incentive +
Opportunity (TFR) (STI)

~
Performance based ‘at risk’ remuneration
Each individual’s TRO is dependent on their level in the organisation and their capacity to influence outcomes.

What is the remuneration mix?
APA’s remuneration mix for senior executives is structured as a mix of fixed remuneration and ‘at risk’ short and long-term incentive components. The proportion
of fixed versus ‘at risk’ remuneration varies at different levels within APA, reflecting the varying capacity of employees to influence APA’s operational performance
and returns to Securityholders.

For the Managing Director and other key management personnel, the remuneration mix is:

Chief E.xecut.lve Officer and 40% 30%
Managing Director

Ne——— ‘at risk’ components -

Other key ;nanagement 50% 25% _
personnel

— ‘at risk’ components —
[JTFR  []sTi LTI

An overview of remuneration components
Each remuneration component has a different purpose:

REMUNERATION COMPONENT PURPOSE HOW REWARD IS DELIVERED
Total Fixed Remuneration (“TFR”) To reflect the market value of the role and the The total of base salary (which includes cash,
individual’s skills and experience. superannuation guarantee levy, vehicles and parking)

and incidental benefits paid in monthly instalments.

‘AT RISK’ COMPONENTS

Short-term incentive (“STI”) To reward strong performance against the Cash-based incentive based on a mix of financial and
achievement of specific business objectives. non-financial key performance indicators paid

annually after the audited accounts are approved.
Long-term incentive (“LTI”) To link executive reward with securityholder Cash-settled incentive based on achievement of an
value. annual Board-mandated set of performance hurdles

paid in three equal annual instalments starting one
year after the year of allocation.

7  Other than the Company Secretary who has a mix of 58%, 21% and 21%.
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TOTAL FIXED REMUNERATION (“TFR”)
The total of base salary, including cash, superannuation guarantee levy, vehicles
and parking and incidental benefits.

TFR is reviewed annually and is determined by reference to independent
external remuneration benchmarking information, taking into account an
individual’s responsibilities, performance, qualifications and experience.

‘AT RISK’ REMUNERATION

"At risk’ remuneration is made up of two elements, STl and LTI. Before any STI
payments or LTl allocations are made the organisation must achieve at least the
Board-approved performance hurdles. Each of these components is discussed
in more detail below.

SHORT-TERM INCENTIVE (“STI”)

A cash-based incentive used to reward strong performance against the
achievement of financial and non-financial targets or key performance
indicators.

What are the performance hurdles of the STI plan?

The STl is structured around two interlocked components: firstly, the business
achieving a predetermined level of financial return or performance hurdle
defined by reference to OCFPS and, secondly, executives achieving their
predetermined, individual key performanceindicators (“KPIs”). Notwithstanding
executives’ performance against their KPls, should APA not reach the
predetermined minimum OCFPS, no STI will be payable. Conversely, should
APA achieve exceptional or superior OCFPS performance, up to a maximum of
150% of STI could be payable. This plan structure is directly linked to APA’s
strategic goal of increasing operating cash flows over the medium term,
thereby improving total securityholder value. Using OCFPS as the key
performance hurdle for STIs ensures the interests of executives and
securityholders are aligned. The predetermined, minimum OCFPS at which the
“gate opens” for STI awards is followed by increasingly more difficult OCFPS
hurdles which must be achieved before higher STls are payable, dependent at
all times on the individual executive achieving their respective KPlIs.

What is the purpose of the individual executive’s KPIs ?
The KPIs are designed to put a proportion of executive remuneration ’at risk’
against meeting individual KPIs linked to:

- various financial measures such as cost control, revenue and cash generation
and capital expenditure management. This reflects APA’s strategic goal of
increasing OCFPS over the medium term, thereby increasing securityholder
returns and aligning the interests of executives with those of securityholders;
and

- non-financial measures through the delivery of individual KPIs linked to
long-term strategic measures, including health, safety and environment
targets, project delivery and reinforcement of an ethical and values-based
culture.

How is performance measured?

At the beginning of the financial year, the Board, at the recommendation of the
Remuneration Committee, determines the appropriate of OCFPS
performance that will form the basis of the STI and the appropriate financial
and non-financial KPIs for the Chief Executive Officer. The Board also reviews

level

the KPIs that the Chief Executive Officer will use to assess the performance of
his direct reports.

At the end of the financial year, after the audited financial results are available
and provided that the performance hurdles are met, the Board determines the
performance against KPIs of the Chief Executive Officer and the Chief Executive
Officer’s direct reports and approves the STI amounts to be paid.

What is the value of the STI opportunity?
The STl amount payable is capped, the Chief Executive Officer’s STlIs at 150% of
30% of TRO, and his direct reports’ STI at 150% of 25% of TRO 8.

How is the STl reward delivered?
All STl awards are paid in cash usually in September of the new financial year
following the completion of the audit of the annual accounts.

For FY2014, the STI outcomes are shown in the table below for key management personnel:

STI EARNED STI EARNED STI FORFEITED STI FORFEITED
KEY MANAGEMENT PERSONNEL ¥ ) %) ) (%)
Michael McCormack 1,463,962 91.0% 144,788 9.0%
Peter Fredricson 534,375 95.0% 28,125 5.0%
Ross Gersbach 512,595 86.4% 80,655 13.6%
Robert Wheals 341,090 91.0% 33,910 9.0%
John Ferguson 304,463 88.3% 40,537 n.7%
Kevin Lester 269,955 85.7% 45,045 14.3%
Mark Knapman 236,445 90.7% 24,245 9.3%
Peter Wallace 296,204 85.3% 51,047 14.7%

(1) Stephen Ohl retired with effect from 1 July 2013.

LONG-TERM INCENTIVE (“LTI”")

A cash-settled incentive based on the APA security price which links executive
reward to Securityholder value based on the achievement of key financial and
comparator group measures.

WHAT ARE THE KEY PERFORMANCE HURDLES OF THE LTI PLAN?

The LTI component of ‘at risk’ remuneration is subject to two equally weighted
performance hurdles. The first hurdle is TSR (being, generally, growth in the
security price assuming reinvestment of distributions) performance against the
S&P ASX 100 comparator group, and the second hurdle is performance against
target EBITDA/FE.

These LTI measures of TSR and EBITDA/FE are appropriate longer term award
hurdles based on the experience of APA Securityholders and the goal of

8 Other than for the Company Secretary whose STl is capped at 150% of 21% of TRO.

continuing to improve performance against the funds employed in the business
over the longer term.

The TSR hurdle is linked to APA’s ranking on that measure relative to the S&P
ASX100. LTI awards do not commence until APA achieves a relative position of
at least the median of the S&P ASX 100 group of companies (P50). On
achieving P50, the LTI awards increase as APA’s performance on the TSR
measure increases relative to the S&P ASX 100.

The EBITDA/FE hurdle is set to reflect a financial productivity improvement on
the previous year. LTI awards do not commence unless this improvement has
been achieved. On achieving this productivity improvement, the LTI awards
increase as the EBITDA/FE performance increases.
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What is the purpose of the LTI?
The LTI plan is designed to put a proportion of executive remuneration at risk
against meeting longer term financial targets linked to TSR and EBITDA/FE.

This directly aligns the interests of plan participants and securityholders and
allows the Board to reward superior performance.

What form does the LTI take?

Eligible participants are entitled to an LTI allocation in the form of reference
units which exactly mirror the value of APA securities. The reference units
allocated under the LTI plan are not actual APA securities, but notional
securities with a value equivalent to the LTI allocation.

Each reference unit is valued at the equivalent of the 30 trading day volume
weighted average market price (“VWAP”) of an APA security immediately prior
to the opening of the APA security trading window, following the announcement
of APA’s annual financial results to the ASX.

What is the value of the LTI opportunity?

LTI participants are advised of their maximum LTI opportunity, expressed as a
percentage of their TRO. The actual individual LTI allocation is determined at
the completion of the financial year and is based on TSR performance against
the S&P ASX 100 comparator group and improvement in EBITDA/FE
performance.

The maximum LTI allocation is capped at 150% of the participant’s maximum
LTI opportunity.

How are the LTI allocations delivered?

An LTI allocation vests in three equal instalments over the three financial years
following the allocation, with the initial one-third vesting at the end of the first
financial year, one-third at the end of the second financial year, and one-third
at the end of the third financial year.

As LTI allocations are subject to the achievement of a pre-allocation
performance hurdle, they are not subject to further performance tests at the
vesting dates. However, participants must remain employed by APA to access
the vested benefit.

Upon vesting, the LTI is delivered in cash. The cash payment is equal to the
number of reference units vesting on the vesting date multiplied by the 30
trading day VWAP of APA securities immediately prior to the opening of the
APA security trading window, following the announcement of APA’s annual
financial results to the ASX. APA provides fully in its accounts for the obligations
of the LTl in the year in which the LTI allocation is made.

For FY2014, the actual LTI performance achieved was 79.8% for TSR against S&P ASX 100 and 100% for EBITDA/FE growth. LTI allocations are shown in the table

below for all key management personnel:

LTI EARNED LTI FORFEITED
KEY MANAGEMENT PERSONNEL ) It
Michael McCormack 946,017 644,733
Peter Fredricson 337,069 225,431
Ross Gersbach 355,495 237,755
Robert Wheals 224,713 150,287
John Ferguson 206,736 138,264
Kevin Lester 188,759 126,241
Mark Knapman 156,214 104,476
Peter Wallace 208,084 139,166

(1) Stephen Ohl retired with effect from 1 July 2013

What rights are attached to an LTI reference unit?

The LTl is a cash-settled plan and participants are not allocated APA securities. LTI allocations do not entitle participants to vote at securityholders meetings or to

be paid distributions.

No options or other equity instruments are issued to APA employees or Directors under the LTI plan.

Changes to LTI TSR methodology for FY2015

As APA has been included in the S&P ASX 100 index for the last three years, the Remuneration Committee considers it appropriate that in future, commencing in
FY2015, the TSR be measured over a three year cycle to remove short term fluctuations and more closely reflect the longer term intent of the LTI plan.
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REMUNERATION DURING FY2014
ACTUAL REMUNERATION

Actual remuneration received by the Managing Director and other key management personnel is defined as the ‘take home’ pay received by them in the relevant year.

The table below sets out actual cash payments made to the relevant key management personnel during FY2014. This table differs from the information provided

under the section “Total remuneration earned” which reflects the total remuneration earned by key management personnel in a year some of which will only be

paid in later years.

Actual LTI payments represent the amount of reference units that vested and were converted to cash payments to the individual during the year, regardless of

when the LTI was initially allocated.

The table below does not show LTI allocations in FY2014 or previous years that are still subject to performance or employment conditions because those LTI

allocations are still at-risk of forfeiture.

The actual STI payments represent the amounts earned by the key management personnel in the prior financial year (2012) but only paid in August 2013 (as they
are dependent on the approval by the Board of the audited annual accounts) and individual performance assessed at that time.

The following table outlines the actual remuneration received by key management personnel during FY2014:

TOTAL FIXED TOTAL PAID TOTAL PAID

REMUNERATION STI LTI OTHER 2014 2013

KEY MANAGEMENT PERSONNEL $ $ $ $ $ $
Michael McCormack 1,430,000 1132,313 192,802 - 3,755,115 2,947,801
Peter Fredricson 750,000 477,375 484,371 202,000 1,946,746 1,430,171
Ross Gersbach 791,000 505,080 551,035 228,667 2,075,782 1,781,566
Robert Wheals 500,000 239,663 199,327 60,000 998,990 754,059
John Ferguson 460,000 267143 194,610 60,000 981,753 813,573
Kevin Lester ¥ 420,000 180,216 - 100,000 700,216 320,833
Stephen Ohl @ - - - 353,716 353,716 1,027,020
Mark Knapman 480,000 215,482 250,093 - 945,575 795,900
Peter Wallace 463,000 237,263 100,250 - 800,513 534,886
Total 5,294,000 3,254,535 2,972,488 1,004,383 12,525,406 10,405,808

(1) Kevin Lester joined APA as Group Executive Infrastructure Development on 6 August 2012.

(2) Stephen Ohl retired with effect from 1 July 2013. A termination payment of $353,716 (representing the termination benefit of $245,000 plus statutory entitlements) was made during

FY2014.
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TOTAL REMUNERATION EARNED

The following table outlines the total remuneration earned by key management personnel during FY2014, calculated in accordance with accounting standards:

LONG-TERM
SHORT-TERM EMPLOYMENT BENEFITS POST-EMPLOYMENT ~ INCENTIVE PLANS
SALARY/FEES \NCEN‘?I'\_‘/EETC-LEEE NON-MONETARY SUPERANNUATION SHAF?:‘;SIAEiiZ ® PAYaTE:l‘EI'Z @ TOTAL
$ $ $ $ $ $ $

KEY MANAGEMENT PERSONNEL
M J McCormack
2014 1,405,000 1,463,962 - 25,000 1,301,316 - 4,195,278
2013 1,167,500 1132,313 - 25,000 1,165,290 - 3,490,103
P J Fredricson
2014 725,000 534,375 - 25,000 501,596 202,000 1,987,971
2013 653,530 477,375 - 16,470 462,536 202,000 1,811,91
R M Gersbach
2014 761,303 512,595 1,922 17,775 558,598 228,667 2,090,860
2013 707,608 505,080 1,922 16,470 522,376 228,667 1,992,123
R A Wheals
2014 475,000 341,090 - 25,000 251,563 60,000 1,152,653
2013 390,000 239,663 - 25,000 193,639 60,000 908,302
J L Ferguson
2014 435,000 304,463 - 25,000 238,352 60,000 1,062,815
2013 358,130 267143 - 24,870 185,791 130,000 965,934
K Lester®
2014 395,000 269,955 - 25,000 103,441 - 793,396
2013 299,905 180,216 - 20,928 45,835 100,000 646,884
S P Ohl®
2014 - - - - - - -
2014 465,530 312,375 - 24,470 362,815 245,000 1,410,190
M T Knapman
2014 455,000 236,445 - 25,000 245,153 - 961,598
2013 411,000 215,482 - 25,000 234,415 - 885,897
P J Wallace
2014 438,000 296,204 - 25,000 210,465 - 969,669
2013 345,149 237,263 - 24,999 129,441 - 736,852
TOTAL REMUNERATION
2014 5,089,303 3,959,089 1,922 192,775 3,410,484 550,667 13,214,240
2013 4,798,352 3,566,910 1,922 203,207 3,302,138 965,667 12,848,196

(1) Cash settled share-based payments.

(2) Other payments include Loyalty Payment instalments. Refer to “Executive contracts” section for more information.
(3) Kevin Lester joined APA as Group Executive Infrastructure Development on 6 August 2012.

(4) Stephen Ohl retired with effect from 1 July 2013.
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TRANSACTIONS WITH DIRECTORS AND KEY MANAGEMENT PERSONNEL
LOANS TO DIRECTORS AND KEY MANAGEMENT PERSONNEL
No loans have been made to Directors or key management personnel.

DIRECTORS AND KEY MANAGEMENT PERSONNEL EQUITY HOLDINGS
The following table sets out the relevant interests of Directors and key management personnel in APA securities:

OPENING BALANCE SECURITIES SECURITIES CLOSING BALANCE

AT 1JULY 2013 ACQUIRED DISPOSED AT 30 JUNE 2014

L F Bleasel AM 460,664 - - 460,664
S Crane 100,000 - - 100,000
J A Fletcher 66,188 - - 66,188
R A Higgins AO 92,040 - - 92,040
P M McKenzie 12,500 - - 12,500
R J Wright 39,444 - - 39,444
M J McCormack 208,590 - - 208,590
P J Fredricson 7716 - - 7,716
R M Gersbach 485 - - 485
R A Wheals 1,500 - - 1,500
J L Ferguson 1,967 - - 1,967
M T Knapman 7,201 - - 7,201
P J Wallace 6,000 - - 6,000

In accordance with APA’s Securities Trading Policy, a Director or Designated Person (as defined in this policy) with price-sensitive information relating to APA
which is not generally available is precluded from trading in APA securities. That no APA securities were acquired or disposed of by Directors or key management
personnel during FY2014 reflects the application of that restriction over a large part of the year due to APA’s corporate activity, and the fact that the Distribution
Reinvestment Plan was suspended in June 2013.

OTHER TRANSACTIONS WITH DIRECTORS AND KEY MANAGEMENT PERSONNEL OF APA AND THE RESPONSIBLE ENTITY
Other than non-executive Directors’ compensation, executive compensation and equity holdings disclosed in this report, there are no other transactions with the
Directors and key management personnel of APA and the Responsible Entity.

LINK BETWEEN REMUNERATION AND APA’'S PERFORMANCE

The Board’s key principle in establishing the remuneration structure of key management personnel is that remuneration should be linked to performance.

The following table provides financial information with respect to APA’s performance over the last five years reflecting the link between performance and remuneration.

YEAR ENDED 30 JUNE 2014 2013 ® 2012 201 2010
EBITDA before significant items ($m) 747.3 661.9 535.5 489.6 460.0
Profit after income tax and non-controlling interests

before significant items ($m) 199.6 175.1 140.3 108.9 100.4
Profit after income tax and non-controlling interests

after significant items ($m) 343.7 2951 130.7 108.5 100.4
Earnings per security - normalised (cents) 23.9 22.7 219 19.7 19.4
Earnings per security - reported (cents) 411 38.2 20.4 19.7 19.4
OCFPS before significant items (cents) 52.6 56.0 525 52.6 51.9
OCFPS after significant items (cents) 51.6 48.5 525 52.6 51.9
Distribution per security (cents) 36.3 355 35.0 344 328
Closing security price at 30 June ($) 6.89 5.99 4.99 4.07 3.60

(1) The balances for 2013 have been restated for the effect of applying accounting standard AASB 119 ‘Employee Benefits’.
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EXECUTIVE CONTRACTS

The terms of the contractual arrangements for each of the key management personnel are set out in the table below:

NAME AND TITLE AND COMMENCEMENT DATE

TERM AND TERMINATION PROVISIONS/BENEFITS

Michael McCormack
Managing Director
since 1 July 2006

Chief Executive Officer
1 July 2005 to 30 June 2006

Commenced 1 March 2000

No defined term.

On termination with cause APA will pay any TFR due and owing at the date of termination and any accrued leave
entitlements.

On termination without cause, APA will pay 52 weeks TRO, any incentives earned but not paid and all leave
entitlements. APA will also pay any TRO due and owing at the date of termination.

Mr McCormack is required to give APA twelve months’ notice.

Peter Fredricson
Chief Financial Officer
Commenced 1 June 2009

No defined term.

On termination with cause, APA will pay any TFR due and owing at the date of termination and any accrued leave
entitlements.

On termination without cause, APA will pay 13 weeks TFR, any notice period not worked, any bonus entitlement
not yet paid and any accrued leave entitlement. APA will also pay any TRO due and owing at the date of termination.

Mr Fredricson is required to give APA six months’ notice.

In return for increased notice, non-compete and non-solicitation provisions, and due to the critical nature of the
role of Chief Financial Officer with regard to the growth, integration and financial challenges facing APA, Mr
Fredricson was placed on a loyalty and performance bonus effective from March 2012 for three years and became
entitled to the payment of the first instalment in April 2013.

Ross Gersbach
Chief Executive Strategy and Development
Commenced 1 February 2008

No defined term.

On termination with cause, APA will pay any TFR due and owing at the date of termination and any accrued leave
entitlements.

On termination without cause, APA will pay 13 weeks TFR, any notice period not worked, any bonus entitlement
not yet paid and any accrued leave entitlement. APA will also pay any TRO due and owing at the date of termination.

Mr Gersbach is required to give APA six months’ notice.

In return for increased notice, non-compete and non-solicitation provisions, and due to the critical nature of the
role of Chief Executive Strategy and Development with regard to the growth, integration and financial challenges
facing APA, Mr Gersbach was placed on a loyalty and performance bonus effective from March 2012 for three years
and became entitled to the first instalment in April 2013.

Robert Wheals
Group Executive Transmission
Commenced 22 September 2008

No defined term.

On termination with cause, APA will pay any TFR due and owing at the date of termination and any accrued leave
entitlements.

On termination without cause, APA will pay 13 weeks TFR, any notice period not worked, any bonus entitlement
not yet paid and any accrued leave entitlement. APA will also pay any TRO due and owing at the date of termination.

Mr Wheals is required to give APA six months’ notice.

In return for increased notice, non-compete and non-solicitation provisions, and due to the critical nature of the
role of Group Executive Transmission under the major restructure of the business, Mr Wheals was placed on a
loyalty and performance bonus effective from March 2012 for two years and became entitled to the first instalment
in April 2013.

John Ferguson
Group Executive Networks
Commenced 29 September 2008

No defined term.

On termination with cause, APA will pay any TFR due and owing at the date of termination and any accrued leave
entitlements.

On termination without cause, APA will pay 13 weeks TFR, any notice period not worked, any bonus entitlement
not yet paid and any accrued leave entitlement. APA will also pay any TRO due and owing at the date of termination.

Mr Ferguson is required to give APA six months’ notice.

In return for increased notice, non-compete and non-solicitation provisions, and due to the critical nature of the role
of Group Executive Networks under the major restructure of the business, Mr Ferguson was placed on a loyalty and
performance bonus effective from March 2012 for two years and became entitled to the first instalment in April 2013.
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NAME AND TITLE AND COMMENCEMENT DATE

TERM AND TERMINATION PROVISIONS/BENEFITS

Kevin Lester
Group Executive Infrastructure Development
Commenced 6 August 2012

No defined term.

On termination with cause, APA will pay any TFR due and owing at the date of termination and any accrued leave
entitlements.

On termination without cause, APA will pay 13 weeks TFR, any notice period not worked, any bonus entitlement
not yet paid and any accrued leave entitlement. APA will also pay any TRO due and owing at the date of termination.

Mr Lester is required to give APA six months’ notice.

Mark Knapman
Company Secretary
Commenced 16 July 2008

No defined term.

On termination with cause or following long-term iliness or incapacity, APA will pay any TFR due and owing at the
date of termination and any accrued leave entitlements.

On termination without cause, APA will pay 26 weeks TFR, any incentives earned but not paid on their due date
and any accrued leave entitlement. APA will also pay any TRO due and owing at the date of termination.

Mr Knapman is required to give APA three months’ notice.

Peter Wallace
Group Executive Human Resources
Commenced 4 April 2011

No defined term.

On termination with cause, APA will pay any TFR due and owing at the date of termination and any accrued leave
entitlements.

On termination without cause, APA will pay 13 weeks TFR, any notice period not worked, any bonus entitlement not
yet paid and any accrued leave entitlement. APA will also pay any TRO due and owing at the date of termination.

Mr Wallace is required to give APA six months’ notice.

REMUNERATION ADVISERS

During FY2014, the following remuneration information was obtained and considered by the Remuneration Committee:

- Egan & Associates provided benchmarking information for non-executive Directors’ remuneration;

- Ernst & Young provided benchmarking information for the remuneration of the Chief Executive Officer and Managing Director and other key management

personnel; and

- CIMB Capital Markets (Australia) Limited provided information on the TSR measure.

All these advisers were engaged directly on instruction from, and reported directly to, the Chairman of the Remuneration Committee and were independent and

free from influence by key management personnel.



CORPORATE GOVERNANCE STATEMENT

APA Group (“APA”) comprises two registered investment schemes, Australian
Pipeline Trust and APT Investment Trust, the securities in which are “stapled”
together, and their controlled entities.

Australian Pipeline Limited (“Responsible Entity”) is the responsible entity of
those trusts and is responsible for APA’s corporate governance practices.

The ASX Corporate Governance Council’s Corporate Governance Principles and
Recommendations articulate eight core principles of good corporate
governance and, for each of those principles, recommendations as to their
implementation. Adoption of the Council’s recommendations is not compulsory.
However, under the Listing Rules of ASX Limited (“ASX”) a listed entity is
required to provide a statement in its Annual Report disclosing the extent to
which it has adopted the recommendations in the reporting period and, if it has
not adopted any of the recommendations, to explain why.

Each of the principles of good corporate governance has been responded to in
turn in this statement and the table at the rear of this statement provides a
checklist of APA’s adoption of the ASX Corporate Governance Council’s
recommendations. Explanations for departures from the recommendations are
set out in this statement.

Various references are made below to APA’s website as a source of information on
corporate governance practices and documentation. The home page for APA’s
website is www.apa.com.au, and the link entitled “About APA” leads to the
corporate governance material. Securityholders who do not have internet access
but wish to read that material should telephone 1800 992 312 (or +611800 992 312,
if calling from outside Australia) and ask for a copy of the relevant material to be
sent to them.

In this statement, the term “Reporting Period” means the period of 12 months
to 30 June 2014.

This statement responds to the Second Edition of the Corporate Governance
Principles and Recommendations. The ASX Corporate Governance Council
issued the Third Edition of the publication in March 2014 that APA proposes to
commence reporting against in 2015, when it reports on the 2015 financial year.

PRINCIPLE 1: LAY SOLID FOUNDATIONS FOR MANAGEMENT AND
OVERSIGHT

Board and its Committees

The Board of Directors of the Responsible Entity (“Board”) is accountable to
securityholders for the proper management of APA’s business and affairs. It
operates in accordance with a Charter, which is published on APA’s website.

The Board normally meets 11 times each year, with additional meetings being
held as required. The number of times it met during the Reporting Period and
Directors’ attendance at those meetings are set out in the Directors’ Report for
the Reporting Period.

To assist the Board in carrying out its responsibilities, the following standing
Committees of its members have been established:

Each Committee has its own Charter that describes the roles and responsibilities
delegated to the Committee by the Board, and those Charters are published on
APA’s website. The Charters for the Board and its Committees are reviewed by
the Board annually, and were last reviewed in July 2014.

The Board delegates responsibility for implementing the strategic direction
and managing the day-to-day operations of APA to the Managing Director. The
Managing Director consults with the Chairman, in the first instance, on matters
that are sensitive, extraordinary or of a strategic nature. The Board has
approved specific limits of authority for management with respect to approval
of expenditure, contracts and other matters, and regularly reviews those limits.
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Non-executive Directors’ letter of appointment
The current non-executive Directors have each received a letter of appointment
documenting, among other issues:

- the roles and responsibilities of the Board and each of its Committees;

- expectations of the time commitment to be made by Directors in serving on
the Board and its Committees, and of their participation in an annual review
of the Board, its Committees and individual Directors;

- requirements with respect to the disclosure of Directors’ interests;

- the fees payable to the Directors; and

- key policies that Directors are required to comply with, such as APA’s
Securities Trading Policy.

Management: service contracts, induction and performance evaluations

The Managing Director and each of the executives who report to him have
service contracts setting out their responsibilities, conditions of service and
termination entitlements.

Newly appointed senior executives complete an induction program on the
management of the business covering topics that include financial matters,
strategic direction, health and
environmental issues and governance matters. APA also conducts annual
processes relating to talent and succession management, and the development
of leadership capabilities.

operations, risk management, safety,

APA has processes in place to review the performance of senior management.
Each senior executive, including the Managing Director, has personal objectives
as well as objectives related to the performance of business or functional units
and APA as a whole. They are reviewed against those objectives at least
annually. A performance review of senior management has been conducted
during the Reporting Period in accordance with that process.

Performance evaluation of the Managing Director is handled by the Chairman
with the assistance of the Remuneration Committee and a report is provided to
and reviewed by the Board. Assessment and monitoring of the performance of
other senior executives are handled by the Managing Director who reports on
those matters to the Chairman and the Remuneration Committee.

Company Secretary

The Company Secretary is accountable to the Board, through the Chairman, on
matters to do with the functioning of the Board, including advising the Board
and its Committees on governance matters, monitoring that Board policies and
procedures are followed, coordinating the timely despatch of Board papers,
drafting minutes of meetings and similar matters. The decision to remove or
appoint the Company Secretary requires the Board’s approval.

PRINCIPLE 2: STRUCTURE THE BOARD TO ADD VALUE

Board membership

The Board determines its size and composition, subject to limits imposed by
the Responsible Entity’s constitution. The constitution provides for a minimum
of three Directors and a maximum of 12.

The names of the current Directors and their experience, terms of office and
membership of Board Committees are set out in the Directors’ Report for the
Reporting Period.

The composition of the Board is determined in accordance with the following
principles:

- a majority of the Board will be comprised of independent Directors;

- the Chairman will be an independent Director; and

- a person cannot hold the positions of both Chairman and Chief Executive
Officer.



CORPORATE GOVERNANCE STATEMENT

The Responsible Entity’s constitution requires one-third of its Directors (excluding
the Managing Director and any Director who is standing for re-election after
having been appointed as an additional Director or to fill a vacancy) to retire from
office at the annual general meeting of the Responsible Entity each year. If the
calculation of that one-third is not a whole number, the number of Directors
required to retire by this “rotation” process is rounded to the nearest whole
number. Retiring Directors are eligible for re-election.

The Responsible Entity’s constitution also provides that if the Board appoints a
Director to fill a vacancy or as an addition to the Board, the new Director will
hold office until the end of the next annual general meeting of the Responsible
Entity and is eligible for re-election.

Securityholders’ right to nominate a Director and to vote on nominees

The Deed Poll initially executed by the Responsible Entity in 2004 and
amended with APA securityholders’ approval in 2011 (a copy of which is
available on APA’s website) affords APA securityholders certain rights in
respect to nominees for the position of Director on the Board.

At least 75 days before annual general meetings of the Responsible Entity,
securityholders are notified by an announcement to ASX that they may
nominate a person to fill a vacancy on the Board that arises on retirement of
either a Director under the “rotation” process or a Director appointed by the
Board since the last annual general meeting.

If securityholders wish to exercise that right, at least 60 days before the annual
general meeting they must send the Responsible Entity a signed nomination
form and the nominee’s signed consent to act as a Director.

In the notice of meeting for the annual meeting of securityholders (“Annual
Meeting”), the Responsible Entity advises securityholders of all candidates
who have been validly nominated for the position of Director, including the
Responsible Entity’s nominations and nominations made by securityholders in
accordance with the process described above, and securityholders are afforded
the opportunity to vote on the nominations at the Annual Meeting.

Independence of Directors
The Board assesses the independence of non-executive Directors on
appointment and annually having regard to the Independence of Directors

Policy (published on APA’s website).

The Directors’ Report for the Reporting Period identifies which Directors are
considered to be independent at the date of the report. A majority of the
current Directors are independent.

In considering the independence of Robert Wright, the Board (other than Mr
Wright) noted that he has served as a Director for 14 years, having been
appointed in 2000, and that the Independence of Directors Policy recognises
that a Director’s length of service may be a relevant factor in determining their
independence. However, the Board was satisfied that Mr Wright continues to
demonstrate independent judgement and character in performing his role on
the Board and as a member of the Committees on which he serves, and
therefore considers him to be independent.

Board skills and experience

The Board considers that a diverse range of skills, experience and backgrounds
is required on the Board to effectively govern the business. It determines and
reviews from time to time the mix of skills and diversity that it looks to achieve
in its membership which, in broad terms, includes the following:

- knowledge of the business sectors in which APA operates;
- senior executive and international business experience;

- financial acumen and relevant operating experience;

- knowledge of global capital markets;

- experience in regulatory and government policy;

- experience in the development and implementation of strategy; and
- experience in the oversight of health, safety and environmental risks and
challenges.

Selection and appointment of Directors

The functions with respect to selection and appointment of new Directors,
Board succession and related matters are handled by the Board, not a
Nomination Committee. Ultimate responsibility for such matters rests with the
full Board and the Board considers the efficient handling of those matters is not
diminished by the absence of a Nomination Committee.

When looking to appoint a new Director, the Board predefines the skills and
experience required of candidates for the role to ensure that the required mix
of skills and experience will be represented on the Board and, based on that
work, seeks a list of potential candidates believed to satisfy those requirements.

If the Board is not satisfied with the quality or diversity of the candidates
identified in that process, it may consider it appropriate to instruct a search
firm to identify additional suitable candidates.

The Chairman conducts an initial interview of the short-listed candidates and,
subject to them being available for and interested in the position, they are then
interviewed by the Board. The Board assesses potential candidates against the
pre