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Exploration.

In July 2006, QGC launched a Growth Acceleration Strategy
[GAS} and successfully raised $60.3 million through a Share
Rights Issue to fund the plan.

The.GAS nbmmeneaﬁ in late Beptpmber 2086 and fecussed On four key amas with-a prime target .of ilncraasing,QGG's shate-of 2P gas.
Fesbnis To+1,800 PJ withis: & yedr, THe (AS dulestives and outcorhes arp.gummaniset i ther talsle belowit:

Accdldyated commprclalsationial LUnduila Npse

{v $125M 214

v EarlyHenya-Argyls depekiprosht $22.0 M 267

v Bemdamsammeampamm B14oM 215

v  Enhaiiost exploration devilopfoet $70M -

Totaf | Spea M 89T
Reserves growth B Afyiefrgyle Easrienyarlauren/Cadie (PL 1797PL. 2007PL,
. - 228/PLA 180) [pGE's share 59.378%)
BEO's GAS amed o Thojease the GompAny's shere of 2P T Mértin AR 620F) (G0 shere S9.375%)
Fasenves T ? LORED) 57 August 2007 end Staimp the Sumit Basin - 0 Keoya Easf/dammat[SBan/Bmi;dw&ter (ATP e48F) B
shamﬁa 7‘5%)

. asawm‘ld wf&e opal seam gas rBsaures,

1 ‘

Y

The
o Thrae months after apneuncing the GAS, GGG achieved &

bjrade of its 2P resenves o 695 P follawing 4 revieiv
Ly Netherland. Sewell & Assotieles Ino-(NSAT.
mmw&s&mmmmamedmzs% upgrads,
with m@@m&wa@nghymi P 1o 883 2, (Tekng:
o BeghiAt 8 Bentient Trarsaction which Was: agproved. of &
Beneral Nissing on B Mareh 2007, QGC's share of 2P resenves
Ircreiaser! by e rtier 10%, 18 928 P '
On 16 August 2067, GGBE annoursed that 1t Hed .exceeded
ts 2P raseres target, withi NBAl uggpating the Sorpanys
2P resbrvesto 17120 Pd—a.20% increase.”

|
Thuperadss et biee anine rsdis SBC STees texgiaration,
appratsal and develaprent dffiing right asross is arsas of operation
and Tioludgd Inproverrenits 18 Yollimette regerves withld beih the

- uandsaly and Tamonm Coal Measures.
© TheSe resepves ard eontalned within “the following -Authorities

to Prospect {ATF), Petraloum Leage (PL) and Petroleum Loase

Apploation {PLA) arses:

o Baléviis PLA 247) (GG shar 70.626%)

o BerwyndelsBerwyndale SouthBerwyndals South Extension
{PLA 213/PL 201/PLA 212)TQGCHE shate 100%)

G tmn: a0 fET GNP ALY FO6T DRI ANMNUAL QTG

xcewedttsfargetimmtzmﬁmstoﬁsugustmw

QGE has produced 15,2 PJ fom s reserves ta date, 6f which
14 B has Bideh protuoed Tor shls from Bendale South dnd
Kenya-Argyle.

Passists Q. g2l 514
Prabutile 0 48 21
Peavid o 1 16
L Prodised [\ g 1
Srogil In resaryes
PRy tiveyeurs.
1UBC share) {PIV
2083 il
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EXp loration leminued)

Exploration and appraisal activities

QGG conductad a broad range. of ariling and exploration activities
16r this GAS jiv this- 12 miohths, Werk fecussed ob prospébts &l along
fhe Walloon'Faiway, withaparticulsremphasis on greas to thewnorih,
sguth and edst of Berwytidale Soutf, I the Cantral Walloon Falrwisy.

Martherr Wallpori Fairway

A appraisal well, Wolestios Gragk #3; wis dilled i ATP 861P and
it testing on 16 well'shéwed good indisatfons of Gas and water
flow. On the: glrengih of Hege Mtal resutts, QGE and fis parther,
Lucas ozl Searm Gas, are planning a substantial eXpleratisn and
appralsal prograrbme: with 2 view 1o séewing' d pitrdlsum lesse in
‘e arga wWithin 12 monfhs,

Central Walloon Fairnay

QGE completed e installation of gas and water gatfiering fines
te the.rorth of Berwyndale South, including 2 eroasing of the
Cohidarhing River, to liink the Bellsvue afd Benwyndale Pilots 1o the
existing. gas processing fagiity. This ‘enabiled ramp up ‘gas to-be
sold o custetriers kther thaf fldfed thiring productiBn BSting.

A fivg-well pitet was complefed at Bellevise In PLA 247 and is
undergoing; productisn testing, Two of thdse wells were designed
to tast. only the Tarctm ‘cosl sedms ard hays 'shown fhat thig
underlying Taroom Goal Medsurss are producive 4t teast 12 kin
nerth of Berwynhdale Seith.

Ancther fvag-wall pilet was coniplated gt Bepwyntials in PLA 211,
mitinay ‘between Bellevus and Barwyndale South. Production
testing i Uhdetway With the wells cortibliting. o 161l gas
produstion. QGG alsp. re-ontered the Berwyndale #2 core well
and despaned. the wvéll to coliact goal sarhples in the Bwer
Juandah and Taroomy Coal Messures. The samples indicated
that the gds coblents were n line with expipctations. (»5mY
n the duandah Codl Measurss and >Brot i the Taroom Cosf
Meastres), Petiheatilty tesling iiticited Wgh perinbabities inthe
lower Jrmntiah Geal Measures 1000l and jow permeabiiiiies
int The Tarosry Cogl Measures {<Bmd):

Sveral Kiomatres te the south -of Berwynddlg South, OBE drlled
five step-out developrent wells to axpand the produciion capabifity
af Bernwyhdale Seufh{PL201)drid.extend the Company'sgeological
uiderstanding of areas fo'the south.

At Codlie in PLA 180, deserption of the chal corg-fighr Codie #1A
was complated and the results sonfinn: the: work Trom the Lauren
wells, 6 &km 1o the narihiiin PLA 180, which shawed very high
gas contents in both the Juandah and Tareom Coal Measures, Five
new weils were tiiled ifi July and August 2007 to creats a five-wel
pilot-at Codie.. '

18

In PL 170-ang PL226; 25 appralseldavelpinant wells were drilled
by the rid ofJurie 2007 1o mest GECS a8 Supply sgnesmient with.
IPL. Thig Kefiya and Krgyle wells provided potitveInitlel indications
with.several flowing gas afid weiter during eirdiing.

Eastern Walloon Fairway

Further east in ATP. B4BP. QGG drifer] Kenya East 82 ant Kenya
E58t #8 46 produstion: test wells o investigateihe:-spal seam gas
potential ieast of PL 228, Kerya East 42 sormenced produation

" festing in Jate Novernber 2008 ang since thid fime the well nas

adhieved dally gasflows of over800 GJ per day, whish Is snsidered
an ouistanding result Joran solated sppraisal well,
T ATP B2AP, gri appraisal wel {Aberdeen #e) wiag Al 8} the ol

. Aberdgen pilet which had been suspended fn: 2004, Thé walt was.

compieted across both thie Jutindat and Tardm Codl. Measures
and the Juandah Goal Measures wers. placed on preduction festing
in.garly November 2086:. By the-sid of Fébniar S007, the weil was
pradiicing approximately 76 GJ per day. This s far better than the
Yesults frorh the original Abeiisen pilot, paniculady Soneldeting It is
an isolated well. (3as production s certain 1o ioarease witth the difling
of additichal proguction: wells, whith wit asslst i the dewatsrng
of the coal.
Arew.cirewasl, Ridgewbod #2, was diiled inATP621P16 colleet oty
saiples in the. Juafidah and Taroom Geeal Measores. The samples
undahvdt deserption tésting and he resdlts dioated that the gas
conterts were inine-with results rom AbgrGesn. (7m4) Wboth the
Juendsh and Tardeih Coal Measures). Penheabiiity fasting was alsy:
conduscted with results. indicafirg Tow to moderate permeablitiss i
this upper Juandah Cosl Measires (~10md), rmicdgrale peringabiities
in'th lewer Juandah Coal Measurss (~28mp) and ow permpabiiiies
inhé Targom Goal Measures{< i),

8 Eapleration ] 5 1 &

Dovelopmeent G ¥ b] 24
Tutal 3 3 ¥ kil

Weils dritted’
over Hve years

63 204 205 4h95




(
Tenement' | Name Ares Current interest | Jeint Venturer
Authorities to Prospect
ATP 574P Pinelands Shallows? 60% Victoria Petroleurn 30% Australian
CBM 6.25% SEQ Qil 3.75%
ATP 620P Martin Shallows 59.375% Crigin Energy CSG 40.625%
Deeps® 26.25% Pangaea 73.75% )
ATP 621P Aberdeen & Ridgewood | All of Authority to Prospect area | 100% o
ATP 632P* All of Authority to Prospect area | 100% . B
ATP 647P% Myall Creek East Myall Creek East® {graticular 50% Origin Energy CSG 50%
block 2656)
All other blocks {other than 100%
Myall Creek East block above)
ATP 651P Woleebee Creek, Ogle All of tenement area (Royalty | B5% Lucas Coal Seam Gas 15%
Creek, Mamdal applies) '
ATP 676P Owen, Avon Downs, Section 1 blocks (e graticular | 50% Australian CBM 50%
McNulty, Wyalla blocks number 2237, 2386,
2456, 2457 and 2458)
Section 2 blocks fie graticular | 256% Australian CBM 75%
blocks numbered 2309, 2528,
2529 and 2530)
ATP 848P* Kenya East Shallows 68.75% Origin Energy CSG 31.25%
Deeps 60% Pangaea 40%
Petroleum Leases B
PLL179 V Argyle Shallows 59.375% Origin Energy CSG 40.625%
Deeps 26.25% Pangaea 73.75%
PL 2014 Berwyndale South All of Petroleum Lease area | 100%
PL 228 Kenya Shallows 59.375% Origin Energy CSG 40.625%
Deeps 26.26% Pangaea 73.75%
PL 229 Argyle East Shallows 59.375% Origin Energy CSG 40.625%
. Deeps 26.25% Pangaea 73.75%
Petroleum Lease Applications
PLA 180 Codie & Lauren Shallows 59.375% Origin Energy CSG 40.625%
Deeps 26.25% Pangaea 73.75%
PLA 2114 Berwyndale All of Petroleum Lease 100%
Application area .
PLA 2124 Berwyndale South -All of Petrpleum Lease 100%
Extension Application area
PLA 247 formeriy | Bellevue Shallows* 70.625% Origin Energy CSG 29.375%
ATP 610P) '
Deeps 56.25% Pangaea 43.75%
PLA 2574 Jammat & Kenya East Shallows 68.75% Origin Energy CSG 31.25%
Pipeline Licences
PPL 917 Windlori Export Pipeline 100%
PPL 107 Kenya Export Pipeline 59.375% Origin Energy CSG 40.625%
{not constructed)
PPL 1087 Kenya Trunkline 100%
PPL 1197 Berwyndale South Area 100%
Pipelines
Pipeline Licence Applications
PPLA 123 Wallumbilla Export Fipeline 100%
PPLA 125 Northern Corridor Pipeline 100%
Togéc is the pparator of all araas except the Myall Creek East block in ATP 847R ; &ﬁ,ﬁg&l’s Blr‘\‘le\'% ;;g%m&mmagwﬁgﬂm (gueeme::l;nwd) Llpdn., Himted.

2 Shallows are al stratigraphic divisions underlying the surlace area down to a depth of 100 feet
below the Walloon Coal Msasures.
3 Deeps are al stratigraphic divisions below a depth ol 100 feet below the Walioon Coal Measures.

6 Operated by Origin,
7 QGC'sinterest is held through two wholly-owned subsidiaries: QGC finfrastructure) Pty Ltd (80%)
and SGA {Quesnsiand) Pty Limited {10%).

BUEENSLAN & i Lt 2007 LN BE ANNUAL Ry eDES 19
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Electricity

Condamine Power Station

QGéjiS on track to enter the National Electricity Market
in 2009. Construction commenced in August 2007 on the
135 MW Condamine Power Station in southern Queensland
and it is expected to begin operating in February 2009.

Conpiainiis Power Sigtion wil 158 fotatsd ori QS popsty 8 ki
east of Miles ag showrmin the adiacent map. it will be supplied with

. coal seam gas Tom QEGH. nearbyi Gas: opisrations to yenerats

electdcly and will rely.entirsly on the waste watar recavered as part
of the gasiredintion pivcess fo it water supply nesds.
The powat station: will 5. fuly fundsd and owned by Bergy
Infrsssiructate Trust, § find hanégad By ANZinfrastnicturs Seniéss
(ANZIS], with ownershlp evetting to QGE alier 20 yesrs. QBG
wil furd Tidesssiary productioh Inffasthieiurs ts SUply te. power
stafion wiB. aroand 10R. of gas:a year.

; .
Constructian
Fcﬂqwhaammpmhanslvet@ndefmcass T Jefe 2008, UBC
and ANZIE appointed Ausldan Energy: and Erdironenant to iuiid,
the power atation throygh 2n Engineer, Focure, Constriot (EPCY
sontraet. meEPCcontmctwassIgneﬁm 28 ApAl 2007 and o
1 Jung 2807, QGEC achisved finanddl close when 2l conditions
precectent were satisfied. Undar the' EPC. contract, Blemens wil

b, suppIy!twd BGT BOC §a8 tUIbNGs ard one eféamituiivs, and he

wmbined'pymegas fired facitty il hev the capachy to generats
136 MW 5

On 18 du]y 2007, @Gomceivsddwumm approvel from the
Nurila: Shirs Gouineil o provesd with fhie plowaer Station develapment
and zonstiiction on the projest began In lefe August,

BUREMULANG G&% TUHPais 2007 DUNCVEE ANNLal #ERORS

Commissioning
At the gnd of July 2007, QGO and ANZIE spproved & plan to-

comhmense eleotiislty sales from the pladkt six motihs derlef thei
{he eiginel August 2008 targat. At the-exira cost of $7 million, the
tealgn will be: ravised to erable the power stdtion - corfymence
genefating Btschricty in open-cycle from Febmmy 2608 and in
closed-eysle from August 2008.

Operation

Gongdaming Power Sfation bas been: designed to operate. as
& base lead power stetion, operating 24 bours a day, but it
wil not be gonstrained by long term supply and transportation
dgteeirients. As the operdtor bf this Powsr station, REC Wil be-abile
to participate I the gap -and. sleclricly mafkets. 4t fis discration
- saling gas and deciiclty ide the. most favourabls marfet at any
given point nijime.

21
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Water

QGC recognises that the water prbduced as a result of

Its coal seam gas business is a valuable commodity,
particularly in drought-starved southern Queensland.

In 2007, QGC continued to Investigate ways to maximise the
value of this precious resowrce for the business and for
neighbouring communities.

A water management team within QGC has been established
with responsibillty for addressing the challenges associated with
harvesting water in an economical and environmentally responsible
way. This multi-disciplinary team is WOrking on a range of
comrmercial opportunities in southern Queensland. including water
supply to power stafions, coal mines and local ‘councils as well
as Qarious agricultural applications including feedlots, aquaculture
and pastoral use. ] )

In 2007, three major water use projects were investigated:

Treated water supply to Chinchilla Shire Council
Chinchilia Shire Council, QGC and joint venturer Origin Energy
CSG are working together to secure funding for the development
of a 3 megalitre per day water pipeline and reverse osmosis water
purification plant to supply the town of Chinchilla with drinking
water from QGC's existing coal seam gas operations in Chinchilla
Shire. A joint project team is working to determine the optimum
purification method, water pipeline route and commercial terms.
They are also holding discussions with Queensland Government
agencies o secure necassary approvals to proceed.

Treated water sUpply to Condamine Pawer Station
The water required by the Condamine Power Station will be supplied
from QGC's nearby gas operations using water harvested frorn coal
seams, This will avoid any need to use water from other sources
such as existing artesian bores, rivers or other surface water flows.
While the harvested water in its untreated state contains some
dissolved salts, it can be used In the cooling tower of the power
station, and after treatment, it will be used in the boller. The supply of
drinking water to the town of Miles will also be considered as part of
the Condamine Power Station deveiopment.

QUEENSLANT GAt "V AAY 2007 CONCSE ANNUA, REPLRT

Use of untreated water from coal seams for local
crop production

Throughout 2007, QGC worked with agricultural sclentists
investigating whether untreated water from the gas production
process could form the basis of a sustainable farming system.
QGC conducted a 20 hectare crop trial at Berwyndale South using
harvested water to irrigate conventional crops on the regional soll
types. Preliminary results of the trial show that sustainable use can
be achieved through field rotation, rixing with treated or river water
or reverse osmosis treatment. Further analysis [s underway.

Water storage

Untll long-term water supply arrangements are finalised with

potential customers, QGC will continue its practice of storing

water in evaporation ponds close toits operations. To this end, QGC
established a comprehensive water storage and transportation

network in 2007:

o A 91 hectare dam was completed at Berwyndale South in
September 2008.

O Following successful applications to the Environmental
Protection Agency, construction
of a second ldrge dam began at
Kenya-Argyle in August 2007.

D An extensive system of water  team within QGC

pipelines has been installed

across QGC's

faciitate thé movement of water

tenements to  has responsibility

across its operations and thus  for addressing the
minimise the number of étorage
facllities required. This water
network will further faciitate the
development of opportunities for
beneficial water reuse.

in an economical

and environmentally

responsible way.
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People, safety and environment -

QGCg-is a val

ues-driven busin

ess where people recognise

that the success of the business depends on the way it
cares for people and interacts with the environment.

The Company's management tearis working to-cultivate a-¢alture
where the people associated-with. QGE's dpetations fespect ohe
anether, Jook out for gach.other and have the trainihg and equipment
10-undertake: thiir wark safely and resporisibly.

In 2007, fHis has been a considerable; chalienge given the mpid

expansion of the business: The geographical extent ofthe blisingss
guadrupled in the-yearand QGCk.cora feam Increased from 47 o

85 within: 12 mioriths. ‘Nomethsless, the-Company was sumessfu)

n estab)ishing the framewotk for core systems, progcesses and

thaining progranimes that Wil endble fhe Company’s planiiéd
future growih.

Managing a growing teamm

In 2007, QGC almost doubled fts core.tear and saw ifs newvod(
of comtractors arid conStNts: expand considerably to-sricompass
new areal of expertise. To marage that growing tears, QGG
appointedin-hotise resources 1o inariags himan siolrse futictions
and implefiperted .a human, resgurce: fﬁgnagemenf system whep it

nstalled 4 new company-wide infotfnation managemant System,

SAP, In Jily 2007. The lechnology-based system. is -expected 1o
deliver significant benefits in coming yers, providing acomprshensive
platform for emplpyse services and relationstips with Gonfracfors,

sensuttants and suppliers, The effectiveness, of the.platiorm will be

crclal gi;vén further expected increases in-team numbers In 2008

Safety performance ,

QGG malifains a comprehensive Indident database tiat records
InCidents i1d alocates responsiblitiey for remedial ddtions which
arg rayiawed mibhthly. OFf the fotal rigmbsr of: ingidents mcorded

~in:2007, % tesufted In no injury &t alf and the refmaiiing 40%

resited i eithiar trivial or minor injeiry, reQuiring ‘simple medical
intervention. Of those irjury-related -incidents, ohly two involved
lost time. This is a very positive achievernent given that the total
number 6f Hours worked by QGG gimployees ant contractors
more thanideubled for the year,

employee mumibars.

3 AN A

-During the. year, QGC estsbiished. the framewerle for an innovative.
‘Hetilth afid sefety. mahagernent &listern 10 énsure it adupls best

practice in all areas of its opsrations. The system is belhg designed
t9: nigets the criteria specified In fegislation and by a varjety
of fisk management standards: In :addition, QGC developed a

-cemprehansive fsk managemerd process thrdugh a cohsultative

provess with operational staff, managament staff and. ‘sultably

tuadified and experiencéd third parties,

0BC prepares safsty maragement plans for all ofits activities Including

the developiment of its gas business, construction of pipalines -

v»and 'exploraﬁon activities‘» Each’ plara Aouﬁines the. speciﬁc sa'f'eitv

cam:actor;s, visitors: and service :pro\éders. Nl safety management
plang are etively. reviswed.and amerded as required to ensere thidy
Gonitein the Hecessaly componsents, stiictue-and tools 1o piovide 2.
safe place.of work. QGG establishisd and implemented an Bperdtions
and rmaintenance plan 1o provide & Yetallsd sicocint of the strueture
and. progesses asspeigted with operation and’ management of fts
gas production assets.-As part.of this plan, QGC contrasied its plant
operating and maintenance activities to Universdl Compression,.
the comperfy that supplies the rediprocating compression uhits.

Lost time infury frequency rate |3 year rolting average)

78 104 39 83 (X3 5

2008 2607
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~ people in the communities

operations, including

@andholders, traditional

owners, local councils

and local businesses,

People, safety and environment feontinued

Environmental performance

Both State and Federsl laws regulate QGCH environmental
obligations. The Company’s policy Is 1o meet al compliance
requirements and, where practicabls, exceed environmental
expectations, In 2007, QGG operations wers carmigd olt with.only
ore minof Incident being nafifiabislo the Queensiand Erviraninental
Preitection Agency (ERA). This related o the decomimissioning
of & small produclion water pond and QGT has submitied an
Ervironmental ‘Management Program to the EPA which was
aceepted by the ERA for implementatien,

In 2007, QGC. Tifated a spriss of Brivipnmanta Eviews and
improvernents wiiich Ineluded irigreasing. s In-house ervironmiertal
resources,  upgrading  envioemental ewereness trélning and
implementing addtiongl water management measures. The. review
corfimed that QGG fs working toward a high standard of
emnvirgnmental ranagemerit &t -all
Q30 oporated lnpations, Relgvant
iraprovernents fiom the maview
Have. bisen inGoipordted Intg e
Envirnmental Improverment Plan
whick is now 70%. iplementad.
aitt cooperatively with the EPA
and this has Jed ta improvements
in swirdnimentd condtions fof
the Gompany's tensments, QGG
Is tiow auickly g owards a
godl of exceeding s eoviranmertal
perdbrence obligations, et
thal eavimonmentsl manegamant
will Bs: key to the sucgéss of the
Company, both:as & financial. entity
and 8 corporate citizen,

QGC maintains a
cornplex network

of partnérships with

surrourding its

26

Suppoerting community and the arts

QEC maintains a complex network af partnarships with people in
the communities surounding s operations, intluding fandhoiders,
traditional owners, Ipcal councils and local businesses. AS a
growing business In southern Queenslang, the Company is making

-a redl tontribution to’ Improving regional economias By employing

local people, buying geods and serviges Jocally and ettracting
businggs opportunities 10 the ragion by develpping viabis.gas and
electiriciy supplies. :

14 October 2007, 500 people atiehded a free cammunity event
ot Berwyndale South hosted by QGC to thank the cemmunily for
their pait in enabling the Company's rapidl growth, “Drama at the
Gasfigld” was tentrad oh a musical play produced and presented
by La Bite Theatre Compeny called “Way out Wesi™. The svent
also. faatured stalls and entertainment by local sendta. groups
and sohogls, and offered. local peopls an epporiuniy to teur
QGEs 20 hectare crop trial. On. 18. Septembar 2067, QGG was.
reaggnised for ifs community-fogussed partnerghip with La Boite
Theatrs Company when it was awarded the Toyota Gormminity
Partpership Award for Quaensland by the Australlan Business.
Arts Foufidation, ’







In its first full year of comm‘e;‘ciat gas pmduciéomg

QAGC achieved sales well above budget on the back of

strong gas flows, efficient production techniques and

Improving economics.
Sales

Fer the 12 months fo 3C Jung 2007, QG

" rnitlion from tolaisales of 11.5

C achieved sales revenue of
J of gas. The weightad averags
nrice for the year was B2.35 per gigajoute,
Juring the year were priny
1 GS Ener

these customers wi

sy to two Quee%tand powar

COMips v and the Braemar Power Project. Sales 1o

ere underpinned by two 10 vear gas supny

conrtracts to defver a minmum of § Pd a year. In September 2008,

QGG secured additionat short-tarm sales contracts with the Brasmar

Powser Project that ncreased frm gas sales by mare than 50%.

In the June quarter, gas saies of 4,15 Pl reprezented an increase of
ort the average of the previcus thies Quarters. QGC o
Hed average sale price of 32.43 ner gigaloue for the dune

guarter nchuding a small ameount of spot ¢as sales al prices as nigh

as 510 per gigaﬁ:)ufc White the volume of spot gas sales &t
prices was not significane, it is indicative of the potental for upward
misverrent on OGS average gas ;;ri::e in the coming vear. Initiating
custorner base and diversifie:

iz year were enha
thrsugh: the efficient design, recenfiguration and operation of QGCs
crridl gas

S3GE Was of tetal gas production. which

waR gigndican wer than the forecast of 1 This was achi

ring the majcrity of walls to res-llow gas. thus negating

d for gas-fired purmps and increasing the total volume of gas

‘
avarable for sais,

irgy plant and aperaling costs, rovallies and toling

icurted 10 $10.7 millon or 83 cents par ¢ e} Ogeraﬁng

increased in 2007 in ling with the Company

it Processes and sysiems o enable the businoss o

zd commencing impiemeniation

555 systems as well as proossses for

wenlth ancd eafety. and ervironimendsd managamernt. Staf

o in the period, ncreasing from 47 &t 0 Juns

S at 30 Jung 2007,

Profitability

to $3.1 milion in the pravious year Gn:
inciuding interest sarmed veas $23.8 million compared 16 3

in the pravious year. QCCTs sirengthening firancig performance
gas productian and sates ramped up during the year refiects CGGs
low-risk and icw-cost operating madel, Whist QGC has repored
a siatutory net foss of $12.2 mifion for the year this rasull inciudes
the costs ot defending an opportunistic takeover offer by Santos
which cost GG $14.5 milion. Next year QGO 3 targeting annuai
gas saies of 30 PJ and expects o report s firet statulory nel profit

to shareholders in the 2008 finarc
Financial position

Cazh reserves at 30 June 2007 amcunisd {o

result.of a rumber of strategic transactions cunng the year. QGCs

Y

niet assets have grown Ly over E€00% and, with no sigrificant doit,

QGO is well placed te secure urding whan required for L8 on going

sxpansion plans. The transactions inciuded:

Share rights issue

irt Septemiper 2008 QGO mised 2803 million i capda from ihe izsue of
Q5.7 milion shares trough a1 oy 4 proraia nghis seue to sha

This isste was well over-subscriinsd and the funds raised w

the sucoessiul Growdh Acceieration Strategy (0AS) o increase 2? g4
resenves 0 1000 P oy Auguist 2007, The forget was exce

GCCs share of 2P woerves 1o 1120 BJ

18 PJ produced by 3G June 26074

12% when NBAT upgradet €

tvolumeirn figurg including

Sentient transaction
Ire March 2007, sharehioidars zpproved 4 - acguirs al of
[HERSHIE

QGC. The tranzac

it Group's coal ssam gas joint venture inferssis with

s ownarsiip of hese assels

and aliowet

and gas markslr
legal and beneficial permit inlerests in. various tenaments and
disschding unifisation arangements, e Sentent Group wag iseued

534 million shares at a valus of 51,48 per share,
















Gueenshnd Gas Company Limifed
Annual financial report for the year encled 30 June 2007
ACN (B9 042 853 '

Relationship of the Concise Financial Report to the
full Financial Report ,

Trg Concise Financial Report is an extract from the fult Financial
‘ Report for the year ended 30 June 2007. The Financial Statements
"and suecific disciosures included in the Concise Financial Report
have been dertved from the full Financial Report.

The Concise Financial Report cannot be eXpected to provide
as full an understanding of the financlal performance, financial
position and financing and investing activities of Quesnsland
Gas Company Limi‘ted and its subsidiaries ag the full Financial
Report. Further financial informstion can ke obtained from the full
Financial Report.

The Fult Financial Report and auditor's report will be sant 1o
membiers on requesst, free of charge. Please call 07 2004 1000 and
a copy wilt be forwarded o you. Alternatively, you can access boil
the full Financizt Report and the Concise Repart via the internet

on our website: wivw.gqge.com.au

Direc‘cors’ report
Auditor's independence declaration
Income statement

Balance shest

Sta‘zement of changes in equity

Cash flow statement

Notes to the financial statements
Directors’ declaration
Independent audit report
Shareholder information
Corporate governance statement
Definitions and glossary

Corporate directory




Your Directors present their report on the consolidated entity

ireferred to hereafter as the Group) consisting of Queenstand
Gas Company Limited and the entities it controlled at the end
of, or during, the year ended 30 June 2007,

Directors

Thefollowing persons were Direstors of Queansland Gas Comparny: Limitad during the whole of the Tinancial year and up 1o the date.of this
report, unless otherwiss noted, snd the number of ordingry shetes in wiiich ihe Directors hold a mlevant interest, ars: :

. ) Chartiges. diving the yéar L Ordingry shdres
R Bryen (Chairman) ) 18,282,8357
P Cassidy 147,083
F Connolly 336,259
R Cottes : - 6,111,537
T Crommelin Appeinted 2 Golober 2006 123,744
D Elphinstone 52,621,1109
M Fraser Appainted 8 March 2007 -
S Mikelsen - Appointéd B March 2007 -
M Moraza Appointed 8 March 2007 -
D Patten Retiretl 2 KMarch 2007 244,490
¥ De Santls (piternate for D Elphinstons) 24,337

M de Leauw {ahernaterfor P Gagsidly) | . -

{1} The-shares.in which Mr: R Bryan hokds a relevant.inteneat nchutls {727,674 held by Letshon Erpities-Ply Lid, a.company in whch N Bryan nes gnwmter fran 20% votltag powar
ark1 2,847,000 nhares in which ¥r Bryan has a:ght ok pra-emption Wkieria dead tpfwesn Mr Bryan, Mr N Zitman, GFK ivestments Pty L1d. QIBAS Pty 1ad arxt Quaersiand Gas
Campary Lid dated 14 A 2000.

{2)  wr O Eprinstons has a reevant iierest in S2.5 13,720 haes, of which. 51,953,939 arg hakd by-Elpi+Pty-Lid end 47 1,708 by Bpringtore Holdings Ply Lid, both being aémpaniss-
i which Nr Elpfiistonc fnd s dSsooiales héviva confiolings itghast, ‘

The gualifications, experience and spegial responsibiities of the Directors any Company Secretary are shown on ‘pages 80 1o 32 of the
Annual Repont.

Directorships of listed companias _
Mi R Bryan has besn Chairman of Pan Australidn Reseuces Lid since 1984 and Highlands Pacific Lid since 1988. Mr R Cotiee has been
.a Non-executivé Directar of Monto Minerals WL since 2002,

34
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Principal aotivities A

During the year the prncipal continuing activitias of the Group consisted of the pngoing devislopment of the Berwynddle Seuth producirig
area, the dévelopment of the Berwyndale, Bellevug and Kenya=Argyle producing area, and the ongbing exploration and appraisal for coal
searn §as ifi'the. Surat Basin in soUthern Queensland.

Dividends _ »
During the'financial vear no amounts have been peid gr declared by way of dividend [#006: nill, No dividend wif be. recommended by the
Diregtors fér declaration &t the forthcoming, Annual General Meating.

As a matter:af policy, the Board Is conscious of the desirabllity of delivering refurns to-shareholders via dividends in additiont to any appreciation
of the; sharg price. However,. in view of the expected eagitalrequirernents for future exploration, appraisal-and development activity, payment
ofa div‘idenéi watild not be appropriate prior to establisking a long terir profit stresm which 15 capableof supporting both capital expenditurs
and dividend distribution,

Revigw af operations
Information oy the operations and Tinancial positien of the-Greup dnd fts business strategies and prospects is-set ot on pages 2 to 29 of

this AnnualReport.

The net loss after income tax for the Group amounted te $12.22 million {(2006; $5.25 milien). This loss includss significant orie-pff iters
ingured during the yedr resulting from the Séntos tkeover propesal and other corporate activity.

Significant changes in the state of affairs
During ihe year, AGL. Energy Limited (*AGL") acquired 204,676, 102-ordinary shares at$1,60 per share, which equated 1o a:27 5%:stake In
QGE, confirmihg QGC's prasence as a major indepandent coal sear gas producer in the southeast Queensland market,

Matters subsequent to the end of the financial year

Other share issues

Since year ién'd, the Company issued 44,341 ordinary Shéres 1o Non-axecuiive Dirsctors pursuant to a Deéferred Non-executive Ditector
‘Sharg Plan m ligu of fees for the quarter ended 80'Jine: 2007. In July'2007, 428/911 ordinary shares werg isstied to employees pursuant to
a Defetrad émployee.-snare Plan és performarice incentives for the year to 30 Juse 2007.

No other matter or clfeuimnistance hag arisen girice 30'Juhg 2007 that has sighificantly affectet, or rmay Significantly-affect:
{a} the Group’s operations in future financlal years;-er ‘
(b) the resUlts of thdse dpérations in futwe fifiancial years, o
@ th'e,'f?:mup% ‘state of affairs in future financial years..

Likely developments and expecied results of operativhs
Likely develeprnents iriihe operations of the Group are described in theAnnual Report at: page 9 *Positioned for growth™ page 13 to 15
*Gas produgtion™; page 21 "Electricity” and page 23 “Waterbusifiess”,

Furthet inforrpation on fikely developments in the operations-of the Group.and-the expected results of operations have hot been irciuded in
this Annu;

‘Repoit because the Directors believe it would be likely to result in unreaspnable prejudice to the Group.
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Environmenial regadation

Bolhi State anid Federal laws regulate QGG érvironmental obligations. The Company's policy 8 10 mést all complianee: requirements
and, where.practicable, exeeed environmental expectations. in 2007, QGC operations were. cared out with enly ong minorincidsnt being
riotifiable 1o the Queenstand Erwironmental Protection Agancy {EPA). Further information on ervirorherifal performiancs is présented-on page
26'of this reperl.

Mestings of Directors ‘
The nuriber of Meetings of the Compiany’s Board of Ditectors and of each Board Committee tighd during thayeer ended 8DJune 2007, and
the numbers of rhestings: altended by each Direcler were:

Direetor Board meetings Audit Gommittes Rémuneration Committea
R . . A H A H A n

R Bryan 14 15 1 2 2 5

P Casgidy 1ol 15 1 + * .

F Sopnolly 14 15 2 2 5 5

R Cottes 15 18 . s . .

T Crommelin 11" 13 . " . .

D Eiphinstorie 11 1% . . 4 5

Nt Fraser 5 2 . N y .

3 Mikkelser 1 2 : . * .

M Moraza 2 5 . . .

D Patfen 11 11 N N - =

M de Lesuw . B PP et e g

{alteriats for P Cassidy) 13 15 , . . .
V-De Santis

{alternate for D Elphinstone) S U S : 1 2
A - Aftentledt H - Nurmber af meetings hekd during the tme'the Dirsctor held office o wasa memiz f tks Uommitie thdng the year

¥ Mot memper of ifio relsvant Comaritee {1} P Cassicly attendad on behat of B Bryan for o of the auht zommifies mestings

Retiremant, election and continuation in office of Directors
Mr R Bryan and Mr D Patien refirec] by retation inaccorgdance with clause 13.4 of the Constituition and were re-slected 4t the Annual General
Mesling.on 13 Novermber 2008.

Hemunerstion report

The.remuneration report Js set-out under the following main headings:

A Principles used to determing the nature and amount of femuneration
Detalls of remuneration

Service agreemenis

Share-based compensation

m o oW

Additional information

The information provided under headings A-D includes remuneration disclosures that are required under Accounting Standard AASB
124 Refated Party Disclosures. Thiese disclosures have teen. transterred from the Finaneial Report ang have baen audited. The disclosures.
in section E are additional disclosures required by the Corporations Act 2007 and the Corporations Regulalions 2007 which have not
beert audited.

A
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A Principles used b determine-the nature and amounf of-remuneration (audjted)

The Beard, wihin the maximum ambunt agproved by the shareholders from time o time, determines rermuneration of non-gsgcutive
Direclors with advice from external.cormipensation Aavisors as required. Non-exacutive Directors ara éntitled lo sacrifice their Directoss” foss
each quarter, with sharss in the Gompany being issued to-the trustee of the Deferred Non-exXecutive Director Plan (DDSP). An sfection is
required 10 be made by eaeh nofi-executive Directorat the beginning of each quarter regarding whether their fees are to be paid by way 6f
cash or sfgres.

Executive témunerzition gnd tfier s of sriployrent areteviewed anriually having regard o performiance, rélevarit conparative iriformatian
and zndependent expert: advice. Remuneranm packages are-gef at levels that are intendsd to atfract and retein exscutives capable of
managing the Cothpany's opdratiors.

Rermuneraion and othigr terris of employifient for the Managing Ditector and offer genfor executives are formalissd in SeRiice
agresments. Ineentive-pased remuneration packages linked to. personal and corporate key performance indicators are in place for sach
exacutive.. These incerntivis ars :stniﬁturst} 1o gligh exédiitive réward with the achisvement -of stratégic objectives and the creatioh of
shareholder value,

The personal and corporate key pedormeanceindicators.and other targets for the Managing Ditector and other seriior execuiives are reviewed
at lgast annuaily to-etisure thiatthey remall iélevart ard appropriate. ald may bevaried to ensure that the shoeri-term rewards and Ibhg:terin
rewards offéred o eagh exesulive | )ncanUV;se periormanee and achievement and are consisient with the Company’s goals and objectives,
Tne long-term Incentive plan. for &emar. sxecutives s linked 10 the ifcrease in share value, and benefils are provided by way of shares in
the Gompany through a Deferred Employee Shere Plan and a proposed new Employee Share Option Plan which seeks{e-align exetutive
performance-with shateholders’ Iriterests.

The remunieration poliey is designed to align management’s performance, and therefore the Company's parférmancs, with shareholder
wedlth. During the 2007 findncial year, the Gompany’s management was primarily focussed on a growth acceleration stratagy to increase
gas reservas, as wallas consolidating producticn fiomthe Befwyndale Sbuth-area-and developing the Kenya/Argyle arsa. In addition, QGG
progressed 'p’ia‘n‘s to constrict its first gas-fired power station-and was forced to undertake significant lakeover detensivsactivites gs a result
of a takeaver offer by v Santos bh 4 Gctober 2006, 1 parhcular incentive plans during this period were structured to achisve the gmwxh
acceleration strategy: and ensuiring shareholders dchisved: ite bestavaliable outcpme from the Santos takeover proposal,

The table below shows:the relstionship betwesn gas reservies, contracted gas volumes, share price and market capitatisation:

‘ Financial year ended 30 June »
2008 2004 2005 2006 . - oon7

Certified proved and @(@tiab!e ¢Bs-TesevEsS

@PQCCsharey L ol £ S - L v A - SO
Contract position (QGC share) - 30 Py AP 84 PJ 123 RJ f_A N
Share price. o 50485 s0.18 80,44 $0.69
Share buyback - R e —
Market capitalisation ' ’ 880 $31m 5156 m $261m

{5 inchies 16 PJ prociicsd 1o 30 June 207
@ theshars buyback was oompleted o Apri 2007 981,52 per share-
@ neludes ;quo‘.ad and-unauotsd ghares of the Company.

Key performiance indicators are generally setso that targets canbe measured objectively, thus allowing simple and unambiguous assessment
of achievermert.
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8 Details of remuneration {audited)

Arficuris of rermuneration .

Detals of the pature and amount: of each element of remuneration of each Dirgeter and the key management. personnél {as défined in
AASB 124 Aefated Parly Disclosures) of Quaensland Bas Company Limited and the Quesnsiand Gas Company Greup aré sat out In the
following tables.

Amouriis disciosed for remuneration of Directers ard other key management personnel exelude insurange premiums of $47,080 {2008
$65,852) paid by the Group in respect of Directors’ and officers’ lisbilty- iInsureinge contmels as the coniracts do pot specify premiums paid
in respest ofindividual Dirsctors and officers. information relating. te-the Ingurance contracts s set out In the Birectors” Regort.

Datals of the femuneration of each Director of the Gampany and Group:are set ouit in the following lable:

Posgt-
employment
Short-tenn employes beniefits bengfits ___ Share-based payments
Super-annuation Shares - Jong
Cash salary or Short-term Non-manetary {employer  ‘Shares ~ i fieu term incentive
: fees incentives benefits contribution) of fees plans
Name .5 8 LI $ $ _
A Bryan
L BOOT e - - - LLBeeee
2006 25,000 = - 2,250 45,000 -
R Cotipe
2007 407303 345,000 32,116 35,676

o006 104,676 57,886 35,582

PR NP RN —— P —

LLEes
P Cassidy

... 2008 _saee - - 827 P00 -
F-Gonnolly
2007 - - - - 45,000 7 -

) 2001; N Py , . - — o -
T Cremmelin®
L A - - - 33,760
2 Eiphinstone® .

2007 - - - = 45,000 -

s 1250 - - - 22,500 -

M Fraser®
2007 - - - - - -
S Mikkelsen® ' '
2007 - = = A e
M Moraza®

2008 12,500 -~ - 1,125
Total 2007 - 407,303 Bas000 92118 R ..
Total 2006 427,021 .. 104878 57,888 40858 .. 186000

Y STis sppiicabis 1 tha curent Snangial yearvested in ful in March 2007 foiowing & mataial change in the composition-of the Board of Directors.

B Actudboruses of $108,000 vested during the yoar, Tess & 53,324 reversel ol bonuses accned inthe previows year for bomuses which oid not ultimalsly vest.

& Shas-based remuneration forms-pant of 8 eng-term incentive.plan. LTis spplicsile tothe curent and luture financial years vasted in fullin' March 2087 following . materiat changs
inths composiion of s Board of Diectors. The vaius brought lorward fiom utdre vaais wat 52,031,302, Reler to *Gomponents of remurisration™ 167 me infcemation.

@ Bemuneration for M T Crommelinds from 2 Octobier 2008, the date hy was appiated a Diradter,

& Dientors fees for Mr DEiphinstone were pavatle 1o Eipiinstans By L.

€ Mosgws S Midwelsen, M Frager and M Moriza were appoitedas Diteattrs from 5 Marbh 2007 a0d Sid ot receive aay rermunenstion bom Cserigiand Gas Company Limted o any
ot its subdidiarias during tha nesod.

{7y Femunieation fne Mr D Patten is fof the period io 2 March 2007, eing the date he retired as g Dirsgior

W8
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Details of th‘e remurieration of sach of tha Company's and Group’s key management personnal who dre not Directors for the year-ended 30
June 2007 are set-outin the fallowing table. This:includes the five highest-paid executives of the Gompany end Group with the exception of
the Managing Director whose jrémumej’éﬁon'is Sisi;‘!osed with other Directors abovs.

Past-
4 smployinent
. Short<term employment benefits bepefits. Share—based payments
- Super- Shares
Cash . Short- Non-  annuation Termination = long-term
‘sajary term  ‘monstary  (employer benefits Shares  incentive .
oifees  incentivest benefits contributicn) planst
Name and position .. 8 .3 $ $ 3. $ $
L Devaney, Benerdl Manager ‘

~ Commercial & Financing, 4 .

2007& 0,099 43,808 - 4,955 - 322,000 183,138
M Herringtgn.,.

Chiaf Operating Offioar .

2007 264,108 156,000 8:440 35,801 - - 199,679
20069 o 283615 57,618 - 12,385 ‘ - 17,600 84,104
FJans, Company Secratary ’

& General Counsal® .

2007 147,500 9,608 24,288 75000 - 296,925

2006 - 43,807 19,881 20,063 . 11,745 28,762
M Pangchal, ) ) '

Chief Finandial Officer A

20076 237,206 185,377 6,439 21,350 - - 186485

K Quinjan; Manager — '

Strategic Plagning
20075 211,116 178,800 8,340 17,830 178,100 25,672 127,141
2006 17,250 2,083 - - - - -

8 Seott, General Manager
~-Exploration, & Technical
Betvites
2007 197, 353 115,000
1,349

- 171,584

Total 2008 534,177 30,566 112,856

vy STisand s gpplienbia io the curtent friaticial yeav wester i full in Maret 2007 Toliowing a material changs in thixcomposition of the Beard of Dirsctors. Referto "Comipanerms ot
semunigration” for reote information,

Wi LDevaniy's resitinération s fom B Warch 2007 the: ﬁme T WIS 136498 2npcintéd to the rols of General Majger ~ ccmrwcnal &Fivanting:.

@ Mk Handigion's remisseratiph of $128,000' 15 31 Decerhbee 2005 Wa nlid by Way-of consullancy fess 16 Jabinu Enerfly Ddvelopmeiit & fnridvition Fiy Uid. Remunention Yo 1
Ja.mryﬁOOEf vsas paid to Mr Herdngtonas.an smployos. . ’

@) MrPJais consed employment wilkrihe company oft 2 July 2007.

B MrM Panchells remunaration isfrom 31 July 2906, the date Trom wihich he-commanced employment with the Gompary as Ghisl Binencial Oficer.

B M K Quintan commented as a permanent smployes of the Sempany on 't July 2008, Mr K Quinlen cortimued to peffarmin the rols-of Acling Chief Finaneial Offiser unti 31 July-
2606 shor which His rfsumeti the vole-of Manaiger ~Blratagic Flanning, Mr K Quinien. peased employment with this.chimpany on G.July 2687,

71 MrROUnenY remengration isfrom 31 May 2008; the date iy whith He wess appointad Acting Ohief Finencial Otficsr. W K Quitlans rermtairation is iy way of consult anc; fpies
<3 QMKGOrMﬁQ Fly Lid,

B i SBcsHs mmunaralion is frsm 24-APT-E006, the e Fom which he wis dppointad Atting Gengral Manager - Exploration & Tochnical Serviges.
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The relative proportichs of remuneration that are linked te performance and those that are fixet are as follows:

et

Fixed remuneration™ At risk~ ST At tisK — LTI

Execume drectors

R Coflee ] 90%  BO% 46%
Othigr key management personnel ) . : _ »

L Devarey ) - ' 80% - ) 29% B -
M Heringtor B4% o23% 17% - an% " 18%
P Jans 6% 2% k ﬂ 0% - 8%
MPanchal - 23%. B | - -
KQuinleh 89% 24 B -
S.Soolt 94% 2% B2% -

Hy  Cashsalany or foes, nor-mandateny banetts and Superanriuation
{3 Bhortdeom incertives and shares-
{3  Shares - irig-darm nceniive plars

The tetal remuneration for the Managing Dirgctot and key management personnel has thres slements:

3 Base Package # the amount of non-variable sompensation specified in an employee’s contract of amployrient. Bupsrannuation.
spntributfons are deducted from fhe smployee’s Base Package. The cost {inclucing any component for Fringe Bensfils T of salary’
sacrifice itemns such as laptop computefe.or hovelad motor vehicle leass payments is dise dedicted. The dmount of Base Package is
reviewed ih July gach year and established with reference ko comparative market research, considering 1he scope and naturs of the:
rofes; fesource avallability ahd thie individual employee'’s pertformance ahd experierice.

o 2006/07 short-tarm neentives (STl were-awarded upon achisvermentof individual performance targetsbased on persons) andcorporats
objsctives which were sét at the. beginning of the finshcial year. Thise targels wers chosen for thelr relevance to QG business
performance, as well as the achipvernent of personal performance criteria. Such objectives were identified ‘as Tareshold, Target and
Streteh. 871 can vary anrysally based on individial performance against the specified target levels as nated In the table below. The STi
wan be paid in cash and/er at'the employee’s election {in accordance with relevart ATO legistation) salary-sagrificerf as a contribution to
the employas's supérannualion fund.

BTt target Jeval Managing Director Key management personnel

Attairiment of Threshgid targst Bia 15%. of Base Package {before tax¥)
Attainment of Target 50% of Base Package before tay) 35% of Base Package oefore tax)
Attainient of Streteh targst - 75% of Base Prackage {before tax 50% of Base Package {oeiore

Note: 5 pre-rafd spportioinishi wi sy betwaen thebhaidhand tagel 58 'well 8 belvreen target andstretehi.

g 2006/07 Tong e incentives (LT were awarded in the form of share rights ih atctidance with the termns of ndividuesl contracts and
the Queensland Gas Campany Limited Deferred Employee Share Plan (DESP) Trust Deed for 2006707, Key management persc}nnel
received the same.set of objectives as thet sef for the Managing Director. Such objactives ware identifiad gs Threshold, Target and
Btretch, These objectives related expressly te the growih in'share.priee value as noted in the:fable below:

Performance level -Share price growth

rifa Greatef than 7.5%

Threshold . . 75%

Pro~rala ™ Greater than 7.5% ardd less than 15%
Target 15%

Pro-tata Greater than 15% and Iess thas 30%
Siretch Greater than or-equal 10-30%

*A pro-tita apporiicament Wil abply betweon thisshod ans target as well a4 befveen targst anfl steréh
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Iy the event that the Company undertakes a capital reconstruction including issuing of any shares, the number of LT entitferments shall-be:
adjusted up to snsurg thal the LTl entitlsments remain of equivalent value and apportunity after the issue of-shares-in the Gompany asthey-
were.on the date of the granting of the entitiemerits. ‘

In the event that the Company is taken over, all entitlements (including ST and LTY) which remain unvested at the lime of the lakeover
shall vest 'zimrnediately Takﬁqver shall mean a c:hange in control of the Company which shall be determined by a matefial czhange in the

shares and; the purchaser of the shares requiring {for-agreeing with other shareholders to require} that change in Board comiposition,

L Semce agregments {audited)

Remunerat:on and other lerms of employment 1or the Managing Dirsttor arid ather key management pérsoniel are generally By way'
of employment _comrac,ls. These agresments may. provide for the provision of peno;manﬁ;e-relatec cash bonuses, ghares: under the.
Coimpaiy’s Defertéd Employes Share Plan (DESP) (LT o shisfe option bonuses, Other bengfits can be salary-sacrificad, and Iife insurace
cover is p:rgvid:ad by the Company. Details of contract duration, nofice petiod for terminalion and termination payments: where relevant)
ard set out bélow.

R Gottee, Managing Direster

o Term:igf agreement~ exténded 1o 30-June 2011 suliseqiient to year ertd.

g2 The agreement caii Beterrinated by the-Company with one day's notice-or immedizitely in the case of matsrial misesnauct, or by Mi
Cotles with six months written notics. T'he.ﬁiompany tag an eptisn. to-renew the agresment for a furiher ferm of 3 years,

3 Provision for a termination payment consisting of tha follswing components:

~  Sgerance paymegnt of the annual bage package applicable.at the fime;

- Paymerit of the ST! fo theextent applicabls; .

= Paymentof the balance of any unvésted long-term: pardormance bonuses issued in prior years; and

- Payroent of 50% of lang-term perfertanee bonuses for the contract yegr in which termination ocours:

L Devaney, General Manager ~ Commermal & Fimancing {from:6 March. 2007}
 Termofagregment —up.to 30 Juns 2009.
3 Employment can be terminated by the-Company with six months' wiitery.noties.arby the employee with threg months’ written notice:

M Herrington, Chief Operating Officer

11 Term of agreement ~ extended 10.30 June 2010 subseguent to year erd

o Theagreement can be terminated with-onementh's writteri notice. by either party or with threée month’s written nofice where there has
been a.changein the*control oF the © Company.

P Jans, Comipany Secratary and Gengral Gounsel (0.2 Jily 2007) ,
£ Térm of agreemient — ceased employment effective 2 July 2007,

M Panchal, Ghief Financial Officer (from 31 July 2007)
g1 Term of agmemant— up to 30 Jurie 2011,
1 Employment cani be terminated with thres mpnths wiltten notics by sither-paity;

K Quinlan, Manager - Strategic Planning (fo 6 July 2007)
£y Term of agresment ~ ceased émployment. sffective 6 July 2007.

5. 8cett, General Manager - Exploration & Technlcal-Services'
t3  Term gfagreement - extended 1o 30 June 2010 subseguent fo year gnd.
s Theagreementcan beterminated by the Company wilhi thss monthis' written notice or by thé employee wnh one month's written nétice.
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{3 Share-based compensation (audited)

Oplions

No options were issued during the 2008407 financial year and all gptions issued praviously w‘e;fre-zeither exertised or expired during the course
of the financial year. Refer to note 24{d} of the Tinandial statements accompanying this report,

Shares

The amounts disclosed for remuneration relating to shares inthe fables in section B "Detais of Remunaration” of this repdrt ére the assessed
fair value at grant date of the shares granted 1o Directors and specifisd executives, aliccated squally over the perdod from.grant date to the
actual or expected veslting date. In the case of shares or rights whose performance eonditions are market-related, such as the share rights
granted under the Company’s lonig term incentive plan, the fair veluz of ¢hare fights granted are determined using a *Monle Carlo! simulation
pricing medel that tekes into account the prics of the underlying shere at grant dalg, the t8ifr of the vesting period, expecteéd price-volatility
of the underlying share, ine specific share price measuterment bage, target sharg price, rigk frei interest rate (five yBar Australian Governrdert
Treasiry Bonds) and expected dividend yvield {nil). Shares granted with performange condifians net yelated 16 market shars prices are valued

at the price of the underlying share af grant date and allocatettover the expected vesting pieriod, with the quantity of shares-being inciuded

in the measursmant of the trensaction being adjusted 1o reflect the nurmber of sharas which are expected 1o, or actually vest,

£ Additong! infornnmation funauditedd}

Details of remuneration: cash and equity bonuses.

Foreach cash and share Bonus and grant of options included I the employment contracts.of the Managing Birector and key management
personngl, the percentage of the available bonus or.grant that was paid, orthat vested, In the financial year, and the percentage that was
forfeited because the person did not meet the performance hiteria is set vut belpw. Al short-termy and long-term psrformancs incentivas
applicable 1o the 2006/07 financial year {and future.years for e Managing Directaryvested infull in March 2007 foliowing a rhaterial change
in the composition of the Board of Directors.

Ags gt 30 June 2007, no cash boriuses or grants of shargs ware remaining 1o be vested in future financial years.

4 Cash Bhares
Paid F N Vested F N

Name % % % % % Y%
Footes . .

—8hert term perfofmance bonuses 100% 0% 0% 100% 0% 0%

~Loing term perforance boauses 100% 0% 0% - 100% 0% 0%
L. Denaney ' '

~ Bhort term performance bonuses 1680% 2% 0% 100% 0%. 0%

~ Liong term performance bonuses 108% 0% 0% 100% 0% 0%
M Herrington

~ Bhoit termperformanca bonuses 100% 0% 0% 100% 0% 0%

~ Long term performancs botuses 100% 0% 0% 160% 0% 0%
P Jans

- Short term perfermance boiuses 100% 0% 0% 100% 0%. 0%

—Long term performance bonuses 100% 0% 0% 100% 0% 0%
M Patichal '

~8hoft term performance bohuses 100% 0% 0% 100% 0% 0%

— Long term performance bonuses 100% 0% 8% 100% 0% 0%
S Scott ’ )

- Shiort term performance bdnuses 100% D% 0% 100% 0% 0%

~ Leng terth performance bonuses 100% 0% 0% 100% 0% 0%

Paid—~ Paidh, payable or vested F ~ Forfeited: N —Not yol payabie vested or Jodeled
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Shares issuod on the sxersise of options
Shares issued on the exercise of options during and since the end of the financial yeal’ are set out below;,

Exercise price Number of
_ {centsper share) ___ shargg issued
10 August 2001 ‘ 19July2006 _ 80.4

10 August 2001 B 28 July 2006 _ . 250

10 August 2001 : 9 August 2006 259 . 300,000

17 Seplepber2001 {5August2006 - w8 2,800,000
28 Noverriber 2002 | 15August2006 260 1,000,000
15 August 2008 250 540,000

7May2004 - : *11 September 2006 [ ‘. 67 . . - .00

Date dptigns_granted pate of exercise

17 Septeiribér 2001 ___15September 2006 s - 1,000,000

i’ﬂsnmné’a of officers
Insuranceand indemnity arrarigernerits arein place for officers bf the Company. The Comipany paid ari insurance premium of 847, 080:2006;
$58,952) i respett of Ditectors and ofiicers Hability insurance.

To the extent permitted by law, the Company indemnifies every person whe Is or has been gn officer against;
o any liability to.any person {ofher than the Gompany, related entities or 2 major sharehelder) incurred while-acting in that capaity and
good faith; and

.o costsand expenses jncurred by that persen in that capacity in suecessfully defending lagal probegdings and andilary méfters:

For this-purpose "offissr’ rrieans any Direcior or Secretary of the Company or any subsidiary of the Comipany:

Non-audit services
The Gornpany mhay: declié to empley: the auditor on assignments additional to their statutory audit dufiss whéte The audilor's expértise ang

- expietience with the Company and/6r the group are important.

Thie Board has Gonsidersd e position and, it accordance with the advice received front the Audit Comimitfse is sdtisfisd that the provision

of nonauwt services is compatible. with the general standard of indgpendence for auditers impésed by the: Garperatians Ast 2607. The

Direotors-ale satisfiet that the provision of nbn-audit services by the auditor, as sel ouf below, did not comprorise fhe auditor independerice

r,eqxgiremeﬁr_{t__s, of the Carpérations.Act 2007 far the following reasons;

o dl nen-dudit-services have begri reviswed by the Audit Commitiee to ensure. they do fiot irpact fhe imparfiality arnd ebjsctivity of the
auditsr; and ' '

© rohe.bf the sevices. undetrninie the general principles relating to auditor independence as set out in Professional Staternent F1,
incloding reviewing ¢r audiing the auditor's.own work or acting in a management.or a decision-rraking capacity for the Compény.
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A copy of the Auditor's itidependsnce declaration as required ufider Section 307C of the Corporations Act 2001 is set oution page 45.

Detdils of the amounts pald or payable 1o the auditor PricewsterhouseCoopers) for non-autit services provided during the year are sel
out below.

Consolidat

Assurance servi es

Due dlhgenue senﬂces

Accounting services

1 fnr assurance servnc‘:es

Taxatnon semces

Tax comphance serv'ces, Includmg review ol company income fax returng
Tax advice an acquisxtlcns ]

Tax advice on operanonal maners _ »

Tax adwce on takeover issues

Total remuneration for taxation services

Advisory services

Admce Dn Sentient unitisation

y 'sory servlces

Rounding of amounts

The Company is-of a kind refeired to in Class Order 88/0100, issued by the Australian Securitiss and Investments Commission, relating to
the “rounding off* ofamounis in this Directors! repott. Amaunitsin the Diretiors’ report Have beeh rounded off in acoordancs with that Class
Order 1o the nearést theusand dellars, or in cerlain cases. fo thenearest dolflar

This Tepart is made inaccordance with & resolution of Directors.

ROBERT BRYAN ¢
Director

BRISBANE 18:SEPTEMBER 2007
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As lead auditor for the audit of Quesnsiar Gas Compiny Litited fot the year ended 30 June 2007, | declare that, to the bast of my

knowlerdge and beligf, thers have beef:

@ no contraventions of the auditer indépendenta raquirermiphts of the Corporatioris Act 20071 in relétion to-the audit; and

) no contravantions of any appiicable code of profestional cafiduct ini fslation 1o the audit,

MARTIN LINZ
Partner

P

PRICEWATERHDUSECOOPERS

BRISBANE 18 SEPTEMBER 2007

“This dectaration is in respect of Queensiand Gas Cofriganiy Lirited and the entities it controlled during thi petiod.




Consolidated

2007 . 2006
ek ez e . ar e [ $'000 AN ;$’boo

ﬁévenueffrom coﬁﬂnﬁing (‘;';;—e'r:aﬂo‘ns. ‘ T A
Reveriue 34,448 2,857
Other income 59 216
Exgenses (29,608) 8,999
Results from operating activities before financing h T
costs, depreciation, amortisation:and signiicant Hems 4,902 (5,926)
Depreciation. depletion and amertisation 16,876} {1,200
Net gain on disposal of interest it terfernents 8,305 1.714
Tekeover rasponss costs et tasely -
Results from operating activitiés before finance costs s 51y
Finance cosis ) _l5;962) B
Profit/(loss) before income tax o ={13'2-,22é§ (6,254)
Income lax expense B o . — . -
Profitfioss) fortheyear ST ” H22ze) (6.259)
Profi{loss) attributable to minarity interest - -
Profit/{ioss) attribtitable to members of T T
Queensland Gas Company: Limited {12,222 {B,254)

Cents. Cents
Loss per share f‘c—zf‘lb';s's atiributable fo the ordinary T R
stjuity helders of the Comparny:
Basic & diluted earnings per share B {247 o

Thie above Income statements should be read in conjunction with the accompanying notes.
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Gonsalidated

o mor . Bo0

' e oo £0600
ASBETS. o
Current agsets
Cashand'cash squivalents 18,082
Trade and other recelvables 4,037
Inventories 3,097
Déﬁvativefaﬁnansial ingtrygmperts 28
Totel curiitassets ) 20,244
Nen-cunent assets.
Developrmeritand praguction assets 161,817
Other propetty, plant and equipment 1,088
intangiblé aisets.— evploration and evaluation costs 7,331
Intangibla:assets — tamaments and gasfisld information -
nvestmetits _ ) -
Total non-éurrent asssts . 108,537
"Totaf assefs ‘ 126,775
LIABILITIES
Current labilitiés
Trgrle and other payatles 18,210
Borowings 11,887
Provisions N 22
Derivativa.finanidis) instrurmerts N 5
Totel currant liahilitiss - 25,874
Non-ciiriént Tiabilities
Bosrowings: 30,828
Provigions: B 2,768
Total rion-current fiabiies ' ) 33381
Tot labities_ ssoms
Net assets ’ 70,710
EQUITY -
Contributed saulty 99,379
Reserves 4,883
Agcurnulatartlosses (28,562)
Parent entity intorest 70,710
Mineriy ifiterast =
Total squity 70,710

The-aboVeeBaIance sheets shoultt be read in conjunction with the accompanying notes.

fA




Consolidated
- 2007 2008
000 000

Totai eqwty at the beglhnmg of rhe ﬁnancual year

Adjuﬁtment to the hedging reserve on adozmon of
AASB 132 angd AASB 139, net of jax, to reserves

Restated total equity at the beginning of the. ﬂnanmal year e

70,710 66,087

- 445

o ok R A e s L

67,432

Ghanges I thefair value of cash flow hedges, netof tax
Net Incoine reGognised direétlyin equity
Prof tf(loss) for the year

s e
R
vz

Total Tecognlsed income éncfexpénsa for the year . -m_ o o we0en (5,%1)

Transactions with equity holders In their capacity

ag squity holders:

Contribufions of equity, net of transaction costs 404,480 9,392

Rights Jssue 50,273 -

Employes shares B2 847

Share buyback S deres) i
e e . e - 484,939 10,239

Total equity at the end of the.financial year 523.622 70,718,

Total recognised income and expenies forthe year

is attributable t6: .

Members of Queensland Gas Company Limited 523622 - {8,264)

Minority Interest e . =

Gomgzr  (6254)

The above Statements-of changes I equity should g read in.conjunction with the accompanying notes.




Consolidated

2007 2006

_ $1000 §'000
Cash flows from operating activiies T
Receipts;ﬁom custorners (inclusive of appliéable. »
goods and services tax) o 23,514 488
Receipts OF refungs of goods and services tax: a 73,898 4,872
_Paym,entgito, suppliers and employees (inaiusive o
of goods and services tax) .- 483,492y (10,318}
Takeover‘?r_’esponsa costs wary -
interest re¢eived L 3,984 1,767
Interest peid R .
Net cash outflow from operating activities i {18,018) 8isen
Cash flowsfrom investing activities s - ' »
Receipts ffom joint venture participants nclusive
of goods and senvices tax) ' 18,578
Paymients for exploration and evaluation (3,092)
Payments for development costs (68,004}
Payments for property, plant-and equipméht (3.678)
Loans 1o related parties -
Proceeds from sale of ténement intarests 3,750
Payments for costs of propesed acquisition - (.859)
Ngt Cashf:oijtﬂow from "investing actiiliﬁgs (52319_ L__
Cash flows from financing activitias
Proceeds from igsues of shares 9,490
Proceeds from rights issue -
Proceéds from exercise of options -
Payments for share buy-back -
Payments of shave issue casts 476)
Proceeds from borowings 41,097
Repayments of barrowings (1,345)
Payments_bf financing costs {1.211)
Repaymants of finance leases o _ . (598)
Net cash inflow from financing activities. 47,857
Net increase / (decreasg) in cash and: cash-equivalents (18.076)
Cash and _éash equivalents at the beginbing:of the
financial year 26,150
Effects of exchange rate changes on cash-and
cash equijvalents 8
Cash and-cash equivalents-at the end of the year 13,082

Thé abové Cash fiow statements should be.read in conjunctior with'the accompanying notes,




This conclse financial report relatas to the consolidated entity {the Group) consisting of Gueensiand Gas Compeny Limited andiits subgldiaries.
The acéaurting policies adopted have been consistently applied to alt years présentsd uhless. Sthenwise: stated, Thi finertial tepert is
presented in Australian currency.

Pividends
During Hhe firancial year, A emounts have been paid, piopossd.Or detlared by way of dividend {2D06: NI,

1 Segment information

@ The Group Dgerates in ong business segment, being the petreleurn. industry. Aclivitles includs the expleration, evaluatian; devélopmignt
and-prodyction of coal seam gas. The Grotip’s activities are conducted i one geographical segment, being the Surat Basin lopated

2 Revenue
Consolidated

e - SO0 woop

Prodiict sales o N h -

Selerof-gas proAz 12835

Infrastructurs Toling revenue 4oy 72

Other revepus , E

Renits and sub-lgase rentals 148 123
- Interest jogome '
- @ Subsidieries e -

S e 2857

The Cuimpany depended on two major customers, CS Energy Ltd ahd Braemar Powiel Projait Pty Ltd for the majority of its Yas sales
revenup during the year.

4
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3 Other income

Coénsolidated
| 2007 2008
| ) ¥ $000
Suidry income -
Proceetds on sale of assets -
Fair "\f&]_lb{?ﬁ gaing onother financial lisbilities at fair vaiue .
through grofit or loss _ e L . S 218
4 Expenses
' Consolidated
000 $100D
Net gains and expenses T o
The épergﬁng lass from ordinary activities before income tax
wiperisehtiudes the Bllowlng specific nét gains and axpenses
after capilafisation of ametints attributabie to developmert,
exploration and evalugtion.activities:or recovered from joint venturers:
Cost of sales 1,414
A‘dminlstfaﬁon codts. 254
il costs. 1,696
Deterred §Xpioraﬁaxa, evaluation and othier costs written off -
Fair value,*:.éosses on other financial fiabiliies at f&ir vaiue through
profitor lass : -
Foreign exchange losses 47
Legal, mapagement and consuiting costs 1,485
Marketing.costs 3g5
Nen-execufive Directors’ fees 212
Salaries-and employes benefits expenses* 2,759
Other expenses ierd
' 8,909

5 Events occurring after the balance sheet date

Other sHare issues ,;
Since year.gnd, the Company issued 44,341 ordinary shares 16 non-executive Direclors pursuant 10 -a Dafared Non-executive Director
Share PI_as;x}jn Teu of fees 1or the quarter ended 30 June 2007, In July 2007,-429,811 ordinary sheres were issged to smployess pursuant to

a Deferred Employee Share Plan as performance incentives for the year to 30 June 2007.

1
wh
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In the Directors' opinion:

a) the financial statements and notes set out on pages 46 to 51 are in accordance with the Corporations Act 2001, including:

i) complying with Accounting Standards, the Corporations Regulations 2007 and other mandatory professional reporting
requirements; and

) giving a true and fair view of the Company’s and consolidated entity’s financial position as at 30 June 2007 and of its performance,
as represented by the results of their operations, changes in equity and their cash flows, for the financial year ended on that
date; and

b) there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and
payable; and ’

c) the audited remuneration disclosures set out on pages 36 to 42 of the Directors' report comply with Accounting Standard AASB 124
Related Party Disclosures and the Corporations Regulations 2001.

The Directors have been given the declarations by the Managing Director and Chief Financial Officer required by section 295A of the
Corporations Act 2001.

This declaration is made in accordance with a resolution of the Directors.

R BRYAN

Director

BRISBANE 18 SEPTEMBER 2007
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independent auditor’s repart te the members of Queensland Gas Company Limited

Report on the financial report

We-Havié audited the accompanying summariséd finantial iépert of Quesnsiand Gas Company Limited, comprising the sumrary balance
sheet as at 30 June 2007, the-summary income statement, statemerit-ofdhanges n ettty dd cash flow stetement for the year thien ended,
and refated notés, which was derived from the finanicial report of Quesnsland Gas Compeny Limited fof the year ended 30 June 2007. We
‘expressed an unmodified auditor's opinion on That financial report in'sur auditor’s repant datsd 18. September 2007.

The respansibility of Directors for the summatised financial report
The Directors are responsible for the preparation and pressntation of he-sumniarised financlal repor in accordance with the aceounting
policies described in Note 1 to the sumerarised finanglal statements, which form part of the smimanised fingncial report.

Auditor's responsibility
Thie Directors are respensible for the preparation and presentation af the symmadsed finanglal report in accdrdance with the acceunting
policies described in Note 1 1o the summarised financial staternerits, wilch form pat of the summarised financial report.

’
Auditor’s responsibliity
Qur responsiblity is 1o expréss an opinion on the summatised financlal tepott based-on eur procedures, which were condtted in decordance with
Australian Auditing Standards. These Auciting Standards require thiat we Gomply wit relevan ethical requirements refeting to audit engagements.

Auditor's épin_i'on

Inour op‘nﬂion, the information reportad in the summarised financial report is consistent, in &l material respacts, with the financial report from
which it \}i};és derived. Fora better understanding of the scopeé of dut-audit;. this auditor's reépprt :sheuld b8 feed i cenjuniction with cur audit
report onthe firlancial report,

A1

MARTIN LINZ PRICEWATERHOUSECDOPERS.
Pariner BRISBANE 18 SEPTEMBER 2007

Uisbiity smvied by & sehem approved under Professional Standards Legisiation
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Thie sharstiolder information eat ouf belowwas applicable as at 18 September 2007.

{a) Distribution of equity securifies

Aralysis-of numbers of eauity security helders by size of holding:

Number of securities held Bhareholders

Y 1,504

1,001 - 5000 3765

5001 - 10,000 2,385

16061 - 100,000 4,497

160,001 - and over L 342 i
Therewere 308 holders of less thana marketable parcsl of ordinary, shargs,
{b} Equity gsecurity holders
Tweaty largest quoted equity-secutity bgiders
The names of the twenty largest holders of quoted equily-securities are listed belaw:

Ordinary Shares
N Percentage of

Name, B Number beld fssyed shares
ABL Energy Liited B 204,616,102 57.81%
Elph Py Ltd §1,663,938 7.06%
ANZ Nomrineas Limited 47 880,018 8.52%
{dational Nominees: Limited 34,852,140 4749
J P Morgan Néiminees Aosiralia Limited 30,883,148 4.21%
Seritient Executive GPY Limited 24,897,167 0,38%
MrR Bryah 18,214,006 2.07%
HSBC Custody Nominess (Australia) Limited 14,790,007 201%
Sanitient Exgrutive GP1. Limited 12,121,080 1.65%
Coangent Nominees Pty Limited 10822377 1.48%
HSBG Gustody Nofningss (Australia) Liniited - GSI ECSA 10,479,645 1425
Australian Foundation Investmant Cornpany Limited 6,643,107 0.90%
Santiant Exgeutive GP1 Limited 5,373,888 6.73%
Sentient (Aust) Pty Ltd 3.805,032 :52%
Giticorp. Neminges Pty Limited 3,580,000 0:49%
Mr R Cottee 3,000,000 0.41%
GGAS Ply Lid 2,856,035 0.39%
Disrriwarrh Inviestmerits Limited 2,683,518 0.35%
Quesnsland Investmant Corporation 2545385 0:36%
Australlan Foundation Investment Company Lid 2500000 0%
Toial _ i 191,707,205 o mmm
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) Equily security holders {continuad}
Unquaoted equity-securities

o Numberonissue R Numpber of holders
Exempt Employee Share Plan o 31,578 [5]
Deferted Employse Share Plan 4,622,883 55
Non-axecutive Director Deferred Share Plan o o 479,228 5
{} Subsiantial holders
Substantizl Holdérs inthe Gormpany afe set out belw:
QOrdinary Shares
Number of shares in which Percehtags of
Name : relevantinteréstheld issued esha?eg -
AGL, Energy Limited ‘ 204,516,102 27 BO%
Hph Pty Ltd 51,963,939 7.01%
ANZ Nominges Ltd 47,980,016 6.4B%

{d} Voling rights
The voting rights attaching to:each tlass of eflity Spcuritiss are set aut below:

Ordinary shares

On a show of hands every member present at 4 rieefing in person or by prexy shail have orie vote and upen a poll edch share: shall

have ohavote.

&} Shares issued under shargholder approval
Appraval for the issue.of the following shares ag Sbiained under Listing Rule 10.14.

_ . Number isstied Date.approval
Type:otordinary shares: issiied duting the year obfained

Deferred Employee Share Plan 6,375,183 13 November: 2006
Deferred Non-exgcutive. Director Share Plan 320,482 16 Noveinher 20056
Ordinary shares 258,045,475 . 2Magh2007




