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Dear Shareholder,

[ar pleased 1o present vou willl the 2005 Anrmal Reporl of Basiern Slar Gas Limited.

l1z 1he past vear the Compary kas enlered inlo an exciling and imporant slage of ils developmant. We now have over one

yeds's experience in saccessinlly operaling the Wilga Park Power Slalion (Marsabri Power Project) with gas sourced from

ke Company’s

olly owned Cooraral: Gas Field, This experience w

Eserve e Company well in developing and

[iring

S G account rew 2as teserves thal we are seeking to prove ap boll i the area aroand Rarmabi, and elsewhere i

New Soixh Wales.
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As foreshadowed B last year's Anrazl Reparl, it is this search for and development of addigtonal gas reserves, mainly i - -

varrabei (PEL 2387 hut also elsewhers across our licence portielio, that is now the -

oiT large core acreage holdings arouend |

privzary foces of the Company. We condinue 1o 1arget bollt convenlions

reserviired and coal Seam 2as across our exiensi\re_ -

Guaredah Basin licence areas, and convenlional gas (as weit as oil) us lhe Bowen,f}ura Bdsm dn{% Ddrlmg Bd‘suj clrém

sfully drilled and mcture Stirsul 119{5 three new wells in tile Bobena

I our PEL 238 coal seam gas joinl venlure, we suc
Project Area. We now lave severzal monilis of encouraging fest produgtion which suppotts sar confidence that afier he next
developmenl stage, which provides for ine new wells fo complete g confined production pilot, the Project shoudd reach 1he
calemercial development phase. We have alsg mueasedﬁur interest i fhe (.(Jdl Sé,':lt‘ﬂ gas l’Egb%b from 15% [u 32 3% after

colepleding the work program in Juiy QGUJ

With regard 1o conventional explordmn we now hgve alfractive das Edrgets mgiure for (ﬁrﬂhr;g ir: me Gumnedah Basin (PEL

238}, snd large w0 very arge ol and/ot gas Largets in the Bowen/Surat Basin (PEL 6), snd the Datling Basin (PELs 8, 422, 4243,

Gas discoveries in any of these licence areas would, in the first instance, likely be developed by replication of (or, for FPEL - e
- ___'238 by e expansion of} the Narrabri Power Project business model. "However, larger reserves wopld Justify a project - _
'-.._"dechca%ed infrastructure inciuding a connection to the Central Ranges Gas Pipetine {Dubbo lo Tamworth), which is expeued .
L ._zo be operatioral in April 2008, and lo the existing Sydney-Moomba Oas Bipeling, Either de»elr)pmersz will bring fomdr{é ﬁle _'
prt)fap{-'t,ib S(Jr djreu gas. sdlts mzo huth regmzld dné 1"zaetropohla,r= mﬁrkets ir: I\eem 5nuih Waies o

o Tne Comnpany ilesS nmée good pmgress during the past vesr, snd i3 mtent o buiilding on ihal success wzh an atiive drillin
- el testing programm over {he coming months, Hence, (o fund the program the Company has ancounced today that it is rdtamg
- -fresh capital trough & combination of private placement of sharey with sophisticated and professional investors aild 4 fully

) "ur;dem ni %en non- renouuceable ftgnib issue. a{fer 1,0 shdrenolém to r“use a soidl of ap;;rmmnteh $Ie1 3 sml fon..

Tue Cmnpdm remaing wznmltied 0.dts strategu, focus . the {-‘dSltL’H !ustrd%mn energy inarket. {}as market and

i '_I.mfrastru{;m{e desetoprment plang over the past year have further greapibened the apporunilies for tew developments based
_'on Qi FRSGUICRS l(JL;‘ietl wil hin New Sowh Wales, and our Company 15 well positioned fo reap significan berefizs from

- these op;mrtmszles ' - L

- Dr Wyn Bavies
. . Chalrman - S
"6 September 2005 -




Review of Operations

Overview

Eastern Star Gas has sinee foundation had a clear stralegic
focas on egptoration, devalpnment and prodection of sataral
gas frora bolh corverlional and coal sean: reservolrs in

sasiern Ausirala This husing

85 plan was founded wpon

Il raeogrsEtion of opoorie for dett

g competilive,

indigenous gas inio ke underdeveloped gas markels in
ol regionat and melropolitar cerdlres in he easiern Slates,

parsicutarty in New South Wales,

The Company has beer able Lo acquire largely exciusive

rights Lo explore for colt

Lionat and coal seam gas aver
ey farge racls in under-expiored and peosoeciive easlen

Australian sedimentary basing due 1o ihe neglect of Lhese

areas by the petrokeum indusin

[Tie Lask of unlocking

Ll palroleum resoarces @ these under-expiored areas is

Tinically chaflenging but presents poendial rewards Lhal

conid nol acerue in reworking sedimenary hasing (hal have

a forg production hislory, and where the discoveries al the

targer end ol 1he feid size distribition Rave in all Ekelikood

already beer made.
The growzh of Bolh domestic and induastrial gas markels

in few Soull: Wales, including the gas-fired eleclricity

generation rmarked, has traditiona

peery ihiliied by limited
gas lransporl infrastreciuee i the State, and the reliance

onirmporied gas from Victoria and Soul Ausiraiia, ai of

welzich is nece I¥ burdenad wilh Bgh lransportalion,

ang lagalion costs (for offshore Victoria, The Company is

largeling new gas supplies localed within New Soull Wales

1l will eleariy enjoy 2 signilicant advantage in develuping

new jas markets, as well as i penelrating existing markels.

A pre-requisite of our Company capluging 4 signiicant

marlion of new gas market opporlunilies witl e the discovery

and developiment of a farge gas reserves invenlory capabie

of supporling long ferm condracts and underpiniing e

developrnenl of e recessary 9as lranspor infzasiraciare,

The corventionat and coal seam gas potenlial in lhe
Gunnedal: Basin {principally PEL 238,

and e convertional gas potential in

Australian Gas Consumption

Senres: ABAREAPP

Densciency Ausiralia, 3

the Darling Basin, are bollk of 2 scale o

clearly satisly ary such pre-radui

The Cormpany’s prifnary foes is on

it

il

A0

20

VIC NSW SA

1he coal seam gas potential i PEL

238, where resulis o date have largely

raltigated \he expioration risks; il

addition, early productionseserves

e accessinle 0 he Wiltga Park

Pesazer Slalior, where liwre i3 potenlial
o expand power oulpul by three 0
foue dimes within the existing site with
rmarginzal increase in infraslruclure
SlefrpoTh.

The primary ens on coal seam gas
ir: PEL 238 dowes not mean et oiher

expioralicn is neglecled. Convenlional

prospects with gas andfor off targets




benafits of experience in developing and operaling e Wilga
Park Power Stalion, he Company would be corfident of
comraercialising gas discoveries in any of these licence areas.
Ian Wicloria, 1esting was resumed al e Company’s five
iecl ot {ak Park [EL 4507

[tis planned o corlinoe lesting over an exlendad parind

well coal seam gas pilol pro

1o eslablish wheller the Largel brown coals kave any
capacily o generale and produce gas al commarcial rates,
and whelher (e driliing and comepletion procedares adopted

are colidacive (o realising aay such poiential.
New South Wales

Gunnedah Basin

PEL 238 {160% interest, exciuding Coal
Seam Gas Rights)

{32.5% interest Coal Seam Gas Rights)
PPL 3 {100% interest)

PEL 238, 1he grimary focus of the Cormpany’s
sxploralion and appraisalidevelopment effoes,
is &9 10 square kilometrs licence area which

fally condains the highiy prospeciive Bohena

Troagh area of 1he Permo-Triassic Guonedah
Basin, Lo the wast ang south of Narrabr, o
rpariiceniral M5W The Compare's Coonaral
Gas Figld, 20 kilomelres west of Narrabri, was
tha first conventional

irr PEL 238, and 1he frse i NAW The Bohena

zas Neld Lo be davelopad

Trough area i believed 1o host significant
Frongh area is believed 1o host significan

resources of 2as boih in conventional sandstone rasereols,
aswell as i coal resereairs within two disliner segs of coal

raeasires, 2l at deplls of less than $000 megres.

PPL 35 a 264 square kiommetre 21-vear Petrolesm Production
Lease, sxeised om PEL 238, which circumseribes e
Coonzrab Gas Fiedd and an uinbilica! corridor conrecting ihe

3

gas field

fa1he site of e Wilna Park Power Stadion,
A signficant portion of PEL 238 lies wilkin the Pilliga Stale
Fowrest, witich has been the sabject of & comprebensive fand-

use review by the NSW Oovernment a3 part of the so-called

Brigalow South Bioregion. Daring the vear, the Jovernment

anrouncead and fegislated the creation of 4 new land ke
regime, Communily Conservalion Zones, covering soma

areas of the Piliga Slale Forest The crsalion of thess new

slles does not affect the Comparn’s abitity o explore and

@
deveiop conventional aad coal seam gas resources in 2l

its high peospectivily principal areas of inlerest. However,

i will steritise some Iringe areas of Lhe Heence from futuse

expioralion by prachzding dhem (rom licence rengwal

agpticalions. The Compary inlends (o seek remedies from

the goverarment (or loss in net being abie o exploit these

exrised areds.

Concentional Gas Righis (100% inierest}

The Company commenced gas production from an Early
Permian sandsione reservolr in o prodacing wells in ke
Cooraran Gas Field i Juby 2004, will: 211 gas dedivered 10 the
Wilga Park Power Slalion for eleciricily generadion.
Additional developraeni drilling duging the year provided
msixed seccess. The Cooraral=8 well was drilled and

bul e Coararal-% wall

compleled as a flth producgon weld
irlersecled a tghl section of the targat reservoin, sliaghily low

o progaosis, with o gas production capacily. The Company




Review of Operations {continued)

ied g harizonal appraisal wel on the Geld, largeting

reserves in & shalliwer Early Triassic Dighy Formation

10 Fave beer affected by near well-bore T

daring drillin

ul subsequent lesting has prodiive

significant and
nerforrnance collinaes (o improve, enable e well to he

connected o the gas galkering svsten.

F

ai Coonarah Gas Field, a review of the reserves slalus ol the 7

b was carried oot The siedy was based on press

iy siervews, Lhe resills of new developrment dr

on preliminary inlerpreiation i

nrevious idependantty deteriined aroven volumetsic gas

reserve [HP) from e 8.4 Petajoules fo a Bkely 5.8

Petajoules. Agprdgate gas prodaclion since 1he Wilga Park

P sHan was cormsssioned i ey 2004 has been

rereasing gas Fows which will, il reservoir,

Bowing 12 morhs of conlinuoas saslained gas production

1.7 Petajoules. The reserves review is an-going, as further

nressure daiz 5 required Lo rore accuralely eslinale the gas

reserves by malerial halance, and addilinnal aid nressure

surveys witt be condacled in Lhe near fuluse,

The primary convendional exploration fasgeds in PEL 238 are

sandslong reservoirs of Turassic, Triassic and Perimian age

wlich occur al relatively shallow deplhs {< 106 metres)

hoal what i3 & large Permo-Trizssic sedimentary basin.

and sourced by organic rich Parmiar shales and coals.

Duering 1he vear, the Company drifted wildcat axploralion
welis al Lyrwand-| and Brigalow Park-1, both wells targeding
Lower Permian sandslone reservoirs zkin 1o those in ke

nearhy Coonaral Ozs Fieid, Lyrwood: 1 was drifed 10 a

lelal depll: of 715 metres and, allough

imifican: gas

shows were recorded during deilling throagh Lower Pe

sandslonas, efeciric logs ard subse £il]skas




1o a todal depth ol 910 rmelres, o gas zones wera infersecied
i 1he reservolr sands, Rowewsr the well did inlarsecl a

thick (18 metres) section of gassy Lower Peomian Maules
Creek coals, correlative will ihe coals being evaiuaied in

the Bolera Project Area (and $0 exlending the Dokena

coal searn pas fairway 1o the norll and west). The well was

cased and suspended (or fature evaluation and lesting (or

coal seam gas prodaclion.

Nobwillistanding (he disappointing resulls at Lynwe

I
N . . el T
Brigalowe Park, 1he exploraiion seceess ralio withi: PEL 238
w
¢

rernains higlh, Based on lhe iotality of seismic aﬁ{i alber

colvenlional lkads ard prospects kas anu \'15(35{&1 TEa0UICE
poierial of 1.4 miilion cibie feet (TCFL

i

,,,,,,, THE COm e

pigetine, the Company negotialed 10 acquire al itlerest in
she coal seans gas (C8G) rights rom Gastar by & combination

ol cash paymenis and work program.
a4

Under an agreement enlered fnto in January 2004, e

Company was joined by joinl veniere pariner Hillgrove
Resources Limitad {Hillgroved i larming i so Lhe PEL 238

coal seam gas rghis. The fissl stage of (1

complelad by Hi ing Joastar LSE3 million 1o

earm a i esest i each of Hillgrove and the Corpany.

tigs can each increass \heir inlerest o 32.5%

by fogeller underlaiing 2 AST miliior work program ir

b stages over 2 e

cear pariod, will: the Cormapany

contribulisg AS4.75 miliion. Additicnal cash consideraiion

is payabie Lo Gastar il substantial prodaclion thresholds

are el

Coal Seam Gas Righis {32.5% in!erc{ﬁ”f}

Alltougl Eastern 3lar Gas is the 10(%,
Folder of PEL 238, the coal seam ;‘ga(g’) righis
were previousiy assigned ender 2 %{; rala fitie
arrangement 1o Toronio Ested G?}S{.! ar Exploralion

Led 4

Daslar™), Exlansive ]}re\-'i{ﬁjs wink Dy
Oastar and olhers, 'diT]{JU{]ZIH%_)‘T(} oeer 538 million
of direct exploration and apﬁraisal expendiare,

[:a% =stablished 1hat PEL 25% [:osls very large

\\ resources of coal searm a8 I two distincl
£
\\and widespread coal méasure sequences. A
£

,

meher of wells wereddriied and complaiad in
kY

tha E?Glg}e I3 @EA, »\-}ﬂz prenising resuils, but a
e I‘:Z]E‘.d\ﬁ‘f{)d ueghosh piol was nol complelad.
Gastar [as t@‘p@_}»{ed [Augizst 30, 20007 an
irdependanl re-smerves assesanent of 8.7 TCF of
possibie coal seam gas reserves and 17 TCF of

gas-in-place within PEL 235,

Recogrising thal the co-developmeant of coal

seam pas and converlionat gas provides
an aliractive scenario lor large scaie gas

developmenls in 20 area with no lraversing gas

| E29 Bluck Jodk P (56 Falrumy
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[z July 2004, the Company commenced the 34 million fissl
stage of the farm in work program - ihe Guanedal: Coal

Seam Gas Project - (hrough which Both the Company and

Hillgrove incraased thair respeclive ingeresls in the OS0

rights frorm [5% o 25% during Lhe vear. As al the dale of Lhis

renors, e Compary and HErove bave compieled Whe i

=]

work program and have increased sach interesl to 32 5%
of 1he T30 rights, subject 1o Gaslar compleling iheir awdit

of the work program espenditere [or Lhe second stage. The

airn of the drilligd program was fo compiele 4 prodaclion

nilel ard Ofsed walis 50 28 10 eslabiish sefficien) aroved
and probabde reserves 10 suppoet [ong lemn saltes conlracls.
The program fargeied reserves certification in 1w 260
soiare kilomemre Bohena Project Area, whicl colilaing up
1o 3.7 TEF of gas in place willin boll: Late Perinian Black

Jack Formation and Ea

B Parmian Maizsles Craek Forma

cral seams.

TS0 operations completed 1o dale inciude a lally cored
hele al Bokena Soull (Bolera Soull-13, a horizontal well
ingo Uze Permizn Bohena searn (Bolera-4L), a verlical well
ai Bohena- and a furlher vertical well 2l Bohena Soathe |
Balkera &, Bokera South-1 ard Bihblewindi i {deilled by e

previcws cperalort were (raclure stimulated in two stages

‘/gye‘
A

S

ising cross-dnked gais 1o emplace large volumes of sand
nroapand inlo the ractured Mailes Creel Formation cosl
reservoirs. Following colnplaiion operaliong, all wells were
placed inlo lest production and gas flows mosilored as 2
NTECLFSOT 10 a review for independent reserves evaduation

andd cerlification.

The C8G drilling compleled 10 daie has conlirmed e large
Mickness (up 1o 15 melres) of individeal coal seams within
[olly coal measire saguences infersacied, and that the

largel coals are folly 2as safarated, kighly permeable, over-

nressared, and inlensely fractured. 185 these favourabie coal

characteristics, as well as he widesoread presence of lwo

sels of coal measures will large aggregate thickness of coal

neer retatively shorl intervals, which makes 1he Gunnedah

Coal Searn Gas Projecl a very promising project.

The Compary is acting as Operator for 28 O30 work
ifiderlzker:. The acquisition of the additional €SO righis
andg e rede as Operator of both T80 and convenlicnal gas
exploration brings imporlant risk millgalion and operational

sinergies to the Company

Work complelad during 2004 Ras resielied i unconfined

production (single wells located large dislances apast),




i
e

Al this stage the ane key vanabla Ttad neads 10 be achieved
for the project 1o be declared commercial is Bgher gas
[row rales per well of aporoximazely 250 060 cubic feal

per day. History maiching and modeling of the prodaclion
profiles of e currenl producing wells indicaes thal these
inconfingd wells will evantually achieve commarcial flow

rates bl il coidd take several years. in order 1o acceierate

gas o rales, the Company is placning wilh s joind veniure
parlizers oz delling exira wells on 2 lighler spacing fo creale
a conlined prodaciion pilol, The i is Tor the project 3o

achieve cormmercizl staiug in 2004,

Saceessful development of the exlensive CSG gas resoarces
within PEL 238, logether with the exisling and targeied
colvenlional gas reserves inihe area, woald provide mach
reeded gas production securily and diversity 1o the State

ol Mew Soutl: Wales: as well as bring significant benefits

1o the Company. Addilional gas reserees will be developad
progressivedy 1o expard local elecericily production, huild
divect gas sales i ihe area, and (with sufficient reserves) o
axpet gas o olher regional centras [Gunnedah, Tarworth)

and everlually Neweasiie and Svdney.

Wilgy Park Poicer Station (Narrabri Power Profect)
{1846% interest)

The Wilga Park Power Slalion was commissioned in July

251, accepling the frst gas from the Cosnarah Oas Fisld on

Ty 31 and commencing Lhe delfivery of efectricily info the

gric on Jaly LA The powes

it [as operated eificientyy
and reliahly o a cortinuous 24 kour hasis sinee thal lms,
with lolat eleciricity sales for the financial vear amaungng 1o

3.6 mitlion.

The power station and associated gas Delddnfrasinuciere

iNarsahri Poweer Project? is e sole underaking of Lhe

Comaany's whally ownad subsidiary Narrabri Power Limiled

(NPLAY, and colnprises:

« Petroferrn Production Lease 3. including the Coorarak
(ias Field:

v A gas gathering and processing syslem which defivers gas

fror Le Coonaral: Gas Fiald, appeosimalaly 20 kilomeires
wesl of Marrabrd, o (e power stalion site al Wilga Parig, 12
Rilomalras west of Narrabri, on land oweed by the Company;
» L (nlus ore standby) TMW Jenbacher gas reciprocating
erdines and generating sels will 4 associaled 415V 10 KV

=1

lrarsormers;




Review of Operations {continued)

" Pricing and Regulalory Tribungl as

< A ligh vollage switchyard, including ar TIRV 10 BEKY
slep-up lransformer {0 defiver power stafion salpul inlo
an egisling SEEV ransmission Eae adjacent 1o the power

slation sile; and

« A0 yvear Power Purchase Agreemenl with Coungry Energy

for e sale of 21 power stalion oulpad

The power stalion produces electricily at signilicaniiy lower
greenlouse infensity 1han the coal-firad generators which
nroduce meest of 1he power i NSW, and so conlribitas
Lle BSW Government's greenhouse gas reduction slralegy.
Fodioing a defailed independent technical, adminisiralive

ald envirsrmerdal audit of the Company's pperations, il

. was accredited by tie NSW Imf,p{:men*

Gunnedah Basin - Tooraweenah and Pilliga Troughs
PEL 433 and PEL 434 (160% interest)

PEL 427 {earning 75%}

PEL 428 {earning 60%}

The Compary's arimary Gurnadah Basin locues was farller
sirengllened during 1he vear by U5 enlering o agreeinents
Lo avgaire majority inlerests in PELs 427 ard 428, securing
nagieipadion in 21l ke arospective ground Hetwean (e core
ared of PEL 238 and wholly owred Tooraweenal: Trough

{PEL 4330 and Pilliga Trougit (PEL 434) licence areas, to the

soath andg west, respectively, of PEL 238,

a provider of NSW Greenfiouse Gas - _
Abatersent Certificates (NOACs). The _
NGACS generated are sold o Country

Energy urder e terms of the Power © . .
Purchase Agreemenl, and form part of the |

alagiricily sales reventes.

The power stalion arad gas gathering

sistewn las Deen designed and consirzcted

in a marmer whick will enable an ellicient
expansion up o 3040 MW capacily
wlen additional gas supplies become

avaitable. The Compary anticipales Lt

such additional gas witt be sourced from
cozl seale gas develonment inthe Bobeng .
Project Area, andior from new discoveries |
of conventionai gas in the ares, - . '




Each of thase Guennedah Basin Heence areas i

both coal seam gas in Eady and Late Permdan coal measures

and for conventionally reservoired gas in Jurassic, Triassie © -

and Permian sandsione reservoies - in both insiances the

same reservols which are productive in PEL 238,

Duiging the vear, 1he Company iniiated i infegrated siudy -

of all exisling geolpgical atd geophysical dala acings the.

Guaredah Basin licence areus wilh o vigw [0 delloeaiing botls.

conyenticnal and Coal seam gas privelly targed areas

arospackive for

" UPEL 6(97.5% interest) - -

U overlying Sural Basing into N

Bowen-Surat Basin

- PEL 6 covers an area of 3872 square kilolnelres soull of
: ._ the Cueensiand-New Soaltl: Wales border near Goondiwiizdi,
- Compriging the southern extension of the Bowen and

e Soull Wales.

- The pricsary argets in PEL 6 are Jurassic, Triassic and Lower
:_ Pertalan sangdstone resariolrs all of whicl: are productive

‘of oil or gas in the Queensland portion of the hasin. These

targels are known 10 he present [rom

arevicis driiing in ke nonh-easlern

seciar af e Beence ares, bul are

- uiested i 2 strlgtural selling capable
Jolirapping cemmercil wdrocathons. -

nterpretation of setsmlc dats recorded
- by the Company has delingated the
L Willaroe prospect, with mapped

structutal closure af each of the

- Jurassic through Lower Permian target

- hptizons, The Company s seeking

'. nariness io share the tisk of driiling a
2000 melre well o lest 2ach ol the il
arxd gas targels, ai an estimated cost of

E1 million,

Darling Basin
PEL 8 (106% interest)

PEL 422 and 424 {100% interest)

The Company’s three Darling Basin

Heences are sirategically located abreast
of the Moormba-Svdney gas aipeling in
waslerr NSW, and are frontier petrolewn
areas will: the poleatial for high rewards
for successiul sxploralion. The licence
areas have 4 combined 1olal area of

nyver 17,000 squars kilometres, and are
approximately TR kilormelres wesl-

acethiwest of Sydney.




Review of Operations {continued)




Each of the Hicence arsas corlzing a very Lhick seclion
of marine and rormanine sedimends ranging in age
frism Camsheian Lo Parmizn, and the postutaled Devonian
and Cambrian pelrolearn syslems nrasanl in eacl of Lhe
hree maior depo-cenlres are essentially anlested. There
is. however, gas prodection in age-equivalent Cambrian
sedimeanls underlying the Cooper Basin in soulli-wesl

Oueensland.

Interpretalion during e vear of naw selsmic daia recorded
by the Compary late in 2004, following e resolation of

Nadive Tille uncerlainties in lhe arez, has delinealed large

{0 wery large strectural closures i eacl: of the three licence

areas, with some associaled (eoincidentl) surface gas seep

annmalism. Wildoal wais to lest targel orizons al deplls

of 26004 000 metras i each of the drillahie prospecls are

sstimaled 1o cost 51520 million eacl. The Company is

seeking parlizers 1o share hie risk of drilling the three wells,

Charence Morelon Basin
PEL 13
PEL 426

Dusirg the year the Company anfered agreamenis wherehy
il could acquire an 85% waorking inlerest in each of PELs 13

and 426 by compleling work programs comprising seisnic

reprocessing and new seismic acquisidion. PELs 13 and
426 1oaethar cover an area of over 6300 square kilomezers
iz the MSW potion of the Clarence Mareton Basin,

sirronding Graflor,

Operadions in PELs 13 and 426 weoudd involve al least new
seismie cquisiton in State Foresl areas aldn 1o Lhose in

the Gunnedah Basing whare the NSW Slale Governmenl fas

islaled land Lite changes desrimnental Lo exploration. [a

leg

order Lo ascid any such uncertainiies, ke Company elecied

i 1o complele ils farrn in work programs, ang so nol 2

AT any inlerest in these licences.

Victoria

Eastern Olway Basin

Ef 4352 {106% interest in Coal Seam Gas Rights)
Eis 4507 and 4510 {108% interest)

Coal Seam Gas in Brown Coals

The Comnpany con

igale 1he possible

production of lae stage biogenic coal seam gas Tom known

duposils of shallow terlizry brosen coals on (e ea

ctskins of Methouwme, Coals of similar rank, shickness ang
Ivérniogic selling are productive of commercial gas over
a wide area of the Powder River Basin, in Wyomdng and

Worlana, HSA

Biogenic coal searn gas i formed ihroagh nataral Hacleria
activily associalad with meleoric waler recharge of tharmally
imrzalure {low rankd coals. Mo straclural o straligraphic
sragping 15 required for coat seal methane, as tha gas is

adsorbed onlo the coal grain surfaces and trapped by water

pressira. iz ihe Powder River Basin, gas productivity has
healn estabiished over large areas by simallaneous pumping

ol water [rom closaly spacad walls, which owers the

aressure and enables gas fo desord and access the

weedl-hores.

The Company is alferapling 10 emuiale the Poveder River

Basin expariznce willr 2 five well pllol production frial ar
Uiale Park, i EL 4507, anproztimaledy 15 kilometres south

of Baccus Marsh and 35 iilometras wesl ol le Meloume
CBDC AL the Oai Park sile, e largel Maddingly coal sean i3
approgimately 17 meires hick and barled al depths of 15 10

LT metrss. The

i conrliguralion comprises Gve wells inlo

she Maddingly coal seam, with foar wells 300 melres apan

suerrounding a ceniral well Bach of the wells is cased down
o 1lve dop of coal ard enderreamed 1o 12 eh diamezer

shiraugl: the coal seclion.




Review of Operations {continued)

Following the implemantalion dudng (ke vear of a

remediaiion program 1o improve Lthe reliabilily ard Mexibility
ol he subimersible pamps inslalied in the Oak Park wells, 28
fiva pilol walls have Bean in continuens el nroduction since
Tanuary 2005, Aggrezate dally waler production corlinues

al 5090 barrels per day, which 15 lower lan progrosed and
a prograim 1o ierease the waler rate is under invesligation,

i s planned fo condoue ke fesling over an extended fime

frame L estabiish whether the targe! coal as the capacily 1

praduce gas al cormnercial rales and for lusther assessmen
ol the drilling and complalion techiologies i browr coal,

whicl: lave nol previcesly been Lesled in Aastralia.

Az ihis is the [irsl project of ig5 lype i Australia, il s
arceriain kow long the wells need o be produced Defowe
the commercial significance of any gas production can be
delesmined. Based on aralogies with producing wells i the
Powder River Basin - the only gas productive anaiogue -

the period of dme kal it Lakes Drivwn cozl seam gas wells

to dewater sulficiently 1o produce sigriicanl gas is tipically

L6 monihs (zlihoueh it alse vases sigaificantly oulside

th:i% range).




Licence Schedule as at the date of this report

Basin/lroughs

Eastern Olway Basin

Gunredah Basin

Tonraweenaly ang

Pisiiga Trowghs

Boswer-Sural Basin

Dasling Basin

State

WVicloria

Raw Soutl Wales

Naw Soutl: Wales

Naw Soutl Wales

Naw Soutl: Wales

Licence
EL 4332
EL 4507
EL 4510

PPL 3
PEL 238

PEL 238
PEL 42¥
PEL 428

PEL 433
PEL 434

PEL &
PEL &
PEL 422
PEL 424

[nierest
100% C8O Rights
160 C8G

1608 T80

1430%

1060 %

exciiding (50

32.5% C5G Rights

Earning 75% Corverlional and 0S4

Earning 60% Corverlional and C50

160% Convanliconal and CS0

1650% Convenlicnal aad CS0

a7 5%
160% Convanlicnal
160% Convanlional

180% Convenlional

Subject to Royalty Interest

Y

B4
5%
4%

AT




Directors’ Report

The Biractors presenl their report o e Beononge Erlity
consistirzg of Eastern Star Gas Limited [Parert Ertity} and the
entlities il controlled al the end of, or dusing, the vear ended
30 Jare 2005,

Directors

The foltowing persons have been Directors of Eastern Star

Gas Limited during the vear up o 1he dale of this reporl.

Br W Davies - Non-Exeeutive Chatrman

First appointed on ik December 2000, Wyn Davies hoids
Lhe degrees of Bacheior of Science (Honcuers), DiC and
Doctor of Philoseply, and i an Asseclate of the Ropal
College of Science (Imperizt College, Urdversity of Loadon).
He Fas over 33 vears experience 10 the iniraztional oil and

gas, minerals and melals industries in both exploration and

praducton. Dr Daides has beid senior management positions

and execitive and non-execulive directorships in Australian

ang [nlernalionat cotapanies - most recently a3 mana

4
divecior then chairean of QNI L, He ds currently Chairmar
of TIOR Limited (from 19917 and 2 non-execitive direclor

of Gravity Capital L (Teen 20040,

B J Morton - Masaging Director
First appointed or 2500 Auguest 2000, Dennis Morlon

gradualed in 1975 with & First Class Honours i Geology

froms Macouarie Universily, Svdney, and in the same vear
commenced work with Esso Aastralia Limited. Whikst
erejoyed by Esso, Mr Morlon worked Bolh wishin Austrafia
and inernationally, For ten vears from 1981, he worked wilh
Hartogen Energy Limiled and became exploration rmanager

- Harlegen Groop. He sabseguently

spenl Lhires vears as
resident Australian manager for Bow Valley Resoarces Inc.,
immediately prior fo ke parenl being successfully 1aken
over. After a period as execulive director of Capital Eneray
L and Sirding Resources N, Mr Moslon worled as 2
corzsuilanl ard eslablished (e perroleum assets whicl now

fosriz Wz basis of Easlern $ar's bisiness.
Dr D W King - Executive Director
First appointed or 2510 Augiesl 2000 David King gradoatlad

witl a Firsl Ciass Honours degree in Physics/Mathernalics

frome e Universizy of Bast Anglia i 1964, a Masters degree
in Geoplysics tom huperizl College, Universily of London
in 197, and a PhD in Seismaology from (ke Ausiradian

s2arch

Malivnal University in 1974, After an early acadensic
carest, ke held egeculive positions ab Offshore (8 ML
and Hartogen Energy Limiled before an appoinlment as

managing director of gold producer North Flinders Mines

Lid. 1an 1881, Dr King joined Beach Petroleuni/Clarerons

Pegrpdenm 2s chiel execitive olficer, a position ke held uodl

1985, He subsequently became a direclar of 2 namber of
public companies antl! Gelober 2002 when he resigned from
Southern Egoity Heldings Lig (1898-2002]. He is & director
of Baron Parlrers Limited ana Qas 2 Orid Limiles from

[ecermnber 20047

D G Battershy ~ Ron-Executive Director

First appoinled or 251 Avgiest 2000, Doag Battershy
sradizaled with a Bachelor of Science (Geology) in 1865 and
in L96l from

e University of Melbourne, He has over 30 years” rechnical

a Master of Science in Pelrolewr: Geochernistry

and managerial experience i the il and gas indasiry
working i Australla ard internagionally for companies

includirg Deibi, Exxor, Harogen and PesSec
C B Ryan ~ Non-Executive Direclor
Appoirded or 1k Febroary 2005, Chris Rvan las a Bachelor

of Agricallural Science degree from the University of

Meibourre, and has 18 vears experience in Lhe financial
ang investmenl markels. Formerly, 2 director and head
of proprietary frading in lreasusy loe ABN AMRO Bank,
he slarled and ran 4 specialist private 2guily invesimenl,

corapary Delween 2000 and 2003, Daring Lkat time, Mr

Ryvar avgaired considerable com

wercial experigice in 4

nurnber of small canizalisalicn comparzes. He carrently

works as & corposale corsullant andg is an inveslor o simall

capialisation companies sach as Raslarn Star Gas Limilad.
B J B EHiott was a Non-Executive Direclor from e
Beginning of ihe fnancial vear undi s resighadion on

16 Movember 2004,




Company Secretary

The lollowing person is the company secretary of (e Parent
Entity a5 a the end of the Mnancial vear and al the dale of

14is report.

P W VM Sam Yue

Patrick Sam Yiee is & Charered Acoounlant, a Fellow of

the Charfered Institule of Secredaries, an Associzie of

the Secudlies Tnstitule of Australia and a member of the
[nstitule of Company Directors. He kas over 20 years
sxperience in Eaancial and corporate managemenl in
Australia. He held senior firancial execetive ard compary
secrelary positions wizhin listed entilies Sydney Gas Lid,
Minerals Corporation Limited, Beach Patroleum Limited and

Clarernon: Petrolearm 81

Principal Activities

The prircipal activities of the Economic Entity during the
nancial vear consisted of exploration [or of and gas and
development and prodection of nateral gas and production
of electricily from a gas fired power slalion. The Parent

Eantity and the controted eotities were incorporatad in

Australia as Emited Hability companies and are domsiciled

it Australia. The Parent Eotily s a publicky listed company.

The conlrolled entittes, Narrabn Power Limited and

Narrzbri Energy Limited are public cormpanies and Lhe

oller conlrolled entities, Eastern Energy Ausiralia Ply Lid,
Tooreemet Py Limiled ard Suin Resoierces Py Limiled are

propriefary companizs,
Operating Resulls

The Eeoncmic Entity earned s first eiectriciy sales revenus

it the firakeial vear aieounting 1o 33,605 004, The ret loss

af the Economic Entity aller income tax for the Mnancial year

was 56,804,000 (20404 - $2,9%5 0000, The resuils were arrived
al after writilzg off aeferred explorazion and developmenl

sxpenditure of 52 347 000 (2004 - $2 107 0007 and provision

for write down of developmenl expendiziore of 51,815,000
2004 - Wil

Fizancial Position

The ret assels of the Economic Eatily increased by
30,309,000 10 18,515,000 at 30 June 2005 as reflected by
an increase of $2,387 000 v sotal assels and 2 redaclion

i total lzbilities of $3, 382 00C. The increase i 2ssels has

Been funded during the vear by Lhe issue of erdinary shares

and a converting nole {for lolal proceeds of 512,738,000,

The funds raisad have been primarily invesled in exploration,
evaluation and development of conventional ard coal

seam pas teences and applied o the redaclion of zccounts
payahble ard loans. For (he subsequent financiai vear the

Peornmic Entily will require nes capital o conlinue its gas

pdoralion, eveluation and developmenl and other aclivities.
The amount required will be dictated by e work program

Eatily roay engage in. Refer 1o the seclion

under the Teading “Mailers Subseguent 10 the End of (he
Finaacial Year™ oz the capilal raising which is in process al

the date of LS report
Dividends

Mo dividends kave beer paid or declared since the end of he

previous firancial periog.
State of Affairs

The slale of affairs of e Economic Entily was not afleclad
By any significan! changes during e financial vear other

shan Lhal e Paren: Eatily issued £

paid ordinary shares

as ftiows:

{a in Jaly 2004 by private placement, 26,450,600 Tuily paid
ordinary shares al 12 censs each raising 53,174,000;

b in Tuly 2004 under a shasehoiders’ Share Purchase Pan,
14,700,000 fally paid ardinary shares at 12 cents each
raising $1,764.000;

el in Seprember 2004 by arbvate placercent, 15,000,000 fuilly

paid ordirary shares al 12 cenls =ach raising $1.800.000;
and
{dy e dansary 20065 by private placernent, 18,750,000 felly
1,500,600,

paid ordirary shares al 24 cenls 2ach raising




[ Judy 2004 by peivale placerment, e Parenl Endily issuad

12,560,000 converting noles al 12 cenls each al zero coupon
raising £1,500,(40; gach nole mandatorily converts Lo ong

. "__ful v pald ordizary share af the maturily date o, 10 hme

.2J(3; ot (-‘d,ri;{-‘r al %he holéerb electmn

B _f__'_Share Optians

“Lnissued {)zdlmrv shazes of the Pdfﬁ'i'l Entily under upimn a{
Ihe date of this report are as follows:

"-._N;;inber._ L Expiry Date
- Unquoted - . EE.
20,091,667 L Y Decerber 2005 -

_ : T {,‘:E—_!f_%_?s
-;__'1&}0 0o '-'23 Hay 2009 '

- .IG BN

N, up:‘mu holder has dﬁ_}’ r;gm 1sf1der the o;mcms £

participae fn any other 5hare Issiig, oé tlze Pd,{eili E;mfv orof

'- any mber %Jods cmpurale

- _Matters Subaequent tu the End {)f the Finane:iai Yeitr 1 fully paid ordirary share for every 3 shares held on. -

Fhere hab ;mr ariser in mL m[erva% sinca 50 jgme 2{;{}} 1 October 2005 at 13 cents each {0 raise approximately
and upr 20 Lhe date of his reporl, any matler thal, in the 511,828,023 will: the bssue of approximately 50,984
opinion of 1he Directors, has significantly affected or may futty paid ordinary shares, subject 1o adjusimants for
signilicantly affect the operations of tha Economic Enlity, roending of entitlemenss.

Il rasiils of those cperations or e stale of affairs ol the .
' l o Review of Operations and Likely Developments

Economic Enlity i Tulure financial vears olher han the

for e fiz

T A detailed review of 1he operatio
foliowing: A detailed review ol the opearation

acial vear,
legeiher witl fizore developinenis, are set out on pages 4

fad In Seplembar 2005 1he agreemanls enzered inlo i . . ”
- ! - R ler T Iie Judy 2004 (he Ecororic B

Tudy 2004 1o Tarre in PELs 13 and 426, {0 earn 85% by

v comimissionad e

nalurai gas fired Witga Park Power Stalion ard associated
compleling & work prograrm, were lerminalad as the e T . e
- i pipeline infrasiraclure with gas sourced from the Coonarah

Parend Entigy elecled nol Lo conlinns with (e work o Pl o] o ot NPT
: Gas Field and commenced sale of eleclricity o Counlry

program doe Lo ihe uncerlainly arising on changes made

Energy ander the 1 vear Power Parchase Agreement.
By the NSW Goveroinent oo fand Litles. o, T Iyt T
[Tie Ceorosic By conlinued exploratian lor gas in
ihion 26 September 2008, the Parenl Enlity agreed 0 T e e e e X -

< oLl corvenlionat reservoirs and coal seams. During (ke
Prival

prace 19230000 fully paid ordinary shares at

subseguent linancial vear 1he likely developments of the
P cends each to raise 52 301 070 from sophisticalad and/ N e . . i
) Economic Enlity will invobve condinuatioo of expioration
or professional nveslons; ard o B s
. ) foor gas i coal seams and conrvenlional reservairs and 1he
fod o 26 Septernber 2005, (ke Parend Entily issosd a - e o me g
: deveinpimenl and markeiing of ihe gas in PEL 238 Excepl as

arasnechs for a felly upderwrillen nonrenouncealie . . . e .
oot oo N ‘ deseribed elsewhers in ks Annual Eeport the likely reseits
fighis issae offer 1o its shareholders on the basis of

T




at the date of this report.

Environmental Regulations

The Econcmic Entity’s operadions are subject 1o sig
envirolmenlat and oller regulations. The Leooamic

3

by experienced

H

Entity ltas a policy of engaging apnropria
) Julicy EEE Jpri]

captlracions and consailanls o advise oo ard ensure

colnpliance willy envirormenta] reguiations in respect of
ity exploration, development and arodection activities
Dusing the year, e Parent Eatily empioyed a fiell lime

Enwvironmentat Officer so overses praciices i ervironmental

rnanagernent of ke Economic Entlly's activilies. There have

Besr o reports of breaches ol aivirormental regulations in

1he financial vear and at the dase ol this report,
[ndemnification of Officers and Auditors

The Parenl Endity kas snlered into a Deed of Avcess,
Indemnity and [surance with each of the Direclors and the
Seerelary/Chief Financlal Offfcer of the Cormpare. Subject 10

e Corporalinas Act 2001, the Dead provides an indemaity

iz respect of Hability 2ach Director or Lhe Secrelarid

Py

“responsibilities [norelation 1o the b

: Director {respectivelyd or Secretar

indemrfy su awdilor of the Comvpa:

Finaacial Gificer may incus B sedalion 1o 1he conduel of Lke

o of

Business or alfairs of the Parent Enlity, acls or omnd

each of the Directors or e Secrelary Chiaf Financial Oficer

“ing relation fo the business or affzis of the Parent Entity
“or the performance, manner of perlormance or failure to
- petforn the Bitectors o Secretary/Chief Financial Officer

5 or atfairs of 1he

- Parent Endity, ineach case in Lhe pariod doring which each

“hief Fianciat Oficer

o finlds oifice. The Parent Eniily has ol olherwise, dusing o

Joosinge the end of the Anarcial year, indemnilied or agreed to

Far of any related body

. fc_arpur_a%.e_agaénst a lighitily incerred by such an audilor

. Non-gudit Serviees

s Dusing the year, FXF, the auditor of Lhe Beonomic Ertily

o '-a__sdited the Parent Entily's securities regisler for the parpose

*of Listiag Rute 816 of Australian Slock Bxehange Linited
and the amount paié and pavable (or Wkt service is 1,600,

~The Blrectors are satisfied that 1he provision ol ha service

is compatible with the general slandard of independence for

audilors and did not comprondse e awditor depend

e

y
heing 2 service of a nature hat is consislens with the roke of

andilor.
Meetings of Directors

The lollowing lable sels out the number of meetings held
By e Divectors of ihe Parent Enlly during the year ended

3 June 2005 ard ke nusber of meelings allendad by each

Direclor:
Mo, of Meetings Mo, of Meetings Held
Attended While in Office

W Davies 7 i

[ Morton 7 i

[ King 7 i

[} Bailershy 7 i

C Byan 9 4

# Elligdl 2 2




Tiwe Audil Commities mel 21imes during the vear ended 30
Tare 2005 and the two mernbers, Messts Batiershy and King,
attended Doth meatings.

Remuneration Report

{a} Directors and Exeeutive

The rarmes and positions heid of Parent Enlity Direclors

and specified Execulive i office during the lirarcial year

and she previous financiat vear are as [ollows:

Parent Entily Directors

[ W Davies (Chairman ~ Nol-Executive), Mr 0] Morlon
iManaging Divector - Executived, Dr DDW King (Execulive},
Mr D G Battersby (Mon-Executive} M P D Elliog (Non.
Execitive resiphed on 16 November 2004), ang Mr CR Ryan

iNon-Execative appointad on §1 Febraary 20050

Specified Executive

sief Financial Officer

Patrici Sam Yue (Company Secrezan

appoinied on | Marcl 2004}

Cretails of ghe ralure and amourl Gf remuengradion lor sach

Cirector and for the specified Exaculive are sel oul halow.

{b} Remuneration Policy and Practices

The Econcmic Entiy's policy for determining the nalure

and amaount af ernolments of Board reembers and

i as follows:

specified Execulive

{1} Non-Executive Directors

The Buard's policy 5 1o remuneraie Non-Execative

Diractors ai markel rales for comparable companies

for lms, commitment and responsiziilies. The Board

delermines payvmants to e Bon Execative Direclors

ard reviewss Lheir remunarazion ann nasad on

markel praclices.

The hase fee of each NonLzecutive Direclor for all

Board activilies i3 825 0040 per vear ard e fee for the

Chairmar: is $46000. Superannualion conisibulions

equal Lo 9% of the Tees is paid 1o each Nom-Exec

Diractor's personal relirgment pian.

{4y Executives

The remuneration slructure for Execetives, including

Executive Directors, is based on a aumber of Taclors,

incleding quaiications, parlicilar experience
arxd generai past performance of 1he individuzl
corerzed, overall performance of Lhe Boonolmic

Enlity ang general human resources markel pricing.

There i ap pradelermined aquity colepensalion
slamenl willdn the remuneralion sirectare nor

nredaiermined perlonmance condton w he

salisfiad, The contracts for sereice helween the

Parenl Erlily ard the Execotives are on a conlinuing
[rzsis, e terms of which are anl expeclad Lo

change in he immediate fulure. Execative Direclors
have fixed lerm coniracls of service with the Paranl

Enlity under which ey are eniilled Lo be paid the

fuit arzount doe and pavahle on any anexpice
of the lesm or 2 mirdmam equivalent 1o 12 monlhs
remuneration i the evenl of early lermination,
Uipon resiremenl Execative Direclors and Execatives
are paid emplovee henelil entillelnents accrued, in
accordance with apolicalle leaislalion, o the dale

of retirament.

Exec 5 are able Lo participaie iy Lhe Raslarn Star Gas

Emsployes [eenthee Plan al the invitation of ke Board,
Directors may patticipate in the Laslerr Star Gas Employee

lzeengive Plan subjecl Lo anproval of sharehoiders,




{e) Details of Remuneration

Parent Entity Directors

2605

W Davies

D Marlen

D King

P Eiot (resigned on 16 Novernber 2004}
D Baltershy

C Ryan (appoied an 11 Febriary 2005}

Primary
Nogn-tash

Salary and fees Benefils

$ §

40,040
200,040
200,040

b4

25,040

13,184

13,184

4566

Post
Employmesnl
Super
anpuation

$

3,640
15,0400
15,1510

L

2,250

361

Total -

43,600
201,144
231,144

L0 524

484,535 26,358

2004

W Davies
D Marlen
D King

PEiEnt

D Ballersiy

EIREN]
200605
© 3000
55,000

13,184

13498 .-

" “Speciited Executive

500,104

Securittes Holdings .

P Sarn Yue (sppointed on 1 Mareh 2044)

£7,226

There were no options granted gver missued shares durkag or since the end of the Hnanclal year by the Parent Entily ora > =
- comtrofled entity {0 Direciors or any specified Execulive as part of their remugaration. .. R

s ol the-Parent Entily held direc!
~related entities are as follows:

¥




fa} Oplions

Each optian held by Direclors is exercisable for ore ordinary share al 50 cends on g before 1 Decemdrer 2005, Each option held

[y the speciied Bxecative is exercisable for are ordicary share on o1 before 30 June 2005,

Parent Entily Directors

2065

WoDavies

[ Maoeron

[ King

P Elliot {resinad o 16 November 2004)
[} Bailarshy

€ Ryan (zppoirted L1 Pebroary 2005

Beginning of
Year

Number

1,260,000
4,166,664
4,166,666
2,130,005

4,796,664

Net Change
Other

Number

£2, 130,000

Granted End of Year

Number Number

1 260.000
4,166 Bt

4,166 606

4746660

16,518 4548

£2, 130,000

[4,380.948

2504
WoDavies
[ Maoweron
[ King

P Ellisn

[} Batlarshy

1,260,000
4,166,664
4,166,666
2,530,006

4,706,660

1 260.000
4,166 Bit
4,166 Bit
2,134,040
4,746 Bt

16519 85

146,510,098

Beginning of

Year Expired Granted End of Year
Number Number Number Number
Specified Executive
P Sam Yoe
2005
20 cenls ner share A7 500 (87,5003
25 cenls ner share 87 500 (87,5007
F5000 EERAEY
2004
frorm 1 Margh 20043
200 cersls ner share 87 5H g7.500

25 cenls ner shara

87,500

g7.500

175,000

175,000




{b} Converlible Notes

W © Rvan keld 500,000 of £1.00 Corverlibie Naotes at Lhe time of his appointaent 25 g Director an {1 Pebriary 2005, The
Converlisle Boles were issued by the Paren? Entity on 15 Decamber 2003, are ansecured, interesl free in (e fiest vear and
then earn inlerest ab a rate of 10% per apnum payable quarlerly i asrears on Lke remairing 2 vears of the 3 vear lerm of Lhe
Convertisie Boles i not converted 1o shares. The Converiible Notes are convertiblz ingo fulby paid ordirary shares ol 11 cenls
per share 2l any lime up to 15 Decamher 2006 & the holder's eleciion

{¢} Ordinary Shares

Acquired under
Beginning of Share Purchase Nel Change
Year Plan Othey End of Year

Number Number Number Number

Parent Entity Directors
2605

W Davies

[ Marlen

D King

D Ballersty

&), 000 200,343
B,000 18413333
#,000 18,413,333
811,000 18,455

C Ryan fanpoinled 13 February 2005)

P Extow (resigned on 16 Noverndber 2004} 3.000.000

H8,850,342 2800

2004

W Davies
[ Morlien
D ¥ing

P Eiiot 3000.600 3‘(3(}(],(]"0(}
0 Baltershy 183533338 18,333,333

G8,130,342 T20,00 18,800,342




‘Beglaning of . SR
: End of Year |

500070

230,006

he specified Execuilve under the Easlern Star Gas Ermployee Incenlive Plan (o subscribe
rent Entity, The loan is inferest free and matures on 39 Jue 2009, The issued shares ..
1 loan has heen repaid, The repayment of e Joan Is limlied 1o the

egi[_;;ﬁ[;g of ST interestNot U Nu_z_nber in
o Year. L nterest . - Charged - End of Year | wGroup




Employee incentive Plan

Tha Paranl Entity kas sstablishad ar Eastern Sar Gas
Emplovee [ncenlive Plan ender which the Direcloes may offer

opziors and ordinary shares in the Parenl Enlity 10 eligible

persens. The Direclors may aiso oifer interesl free loans for

terrns of i) 20 5 vears ender the plan for subscriplion of

shares ard under sach loans the Parenl Enlity kolds

)
over he issued shares. The options are issued ree al grant.
The axercise arice of the options cannol be ess than 20
cenls per share or e markes vaiae of 4 share 2l the time
ol offer of Lhe shares. The shares may nof be sisbscribad

for less than the market value of the shares al the sime an
aller is made under ihe plan. The maximam ol number
of oplions and shares hat may ba offered or Bsued wnder
1he pian may nol exceed 5% ol 1he 1ola? issued sharas 0l 1he

Parant Enlizy.

Iothe case of 2 disgua

ing eveni arising witl respect
1o a parlicipant under ihe plar, any eptons helid by thal
parlicipant which have not been exereisad will l2nse, excepl

1hal a period of 6 morls & allowed for the axercise of e

suliject Lo the expiry date of the aplions, i 1he
case of 1ha pariicipan) ceasing 1o be ar eligihle person by

reason of deatly, disabililty or retiremenl al normal relirenens

ajte. Any loar exlendad for the sibseription of shares 10

hal parlicipant ecomes repavable immediately and if 1he
loar: is rzof repaid e Parerd Entily may dispose the shares

on e marked o saisly the debi of the parlicipant but

with no recoursa 1o the parlicipant shouald the proceeds he
irzsullicient 1o repay e nzn,

The shares |

sedd nder the plan ranks pani passa willy olher
issued crdinary shares and 2re rol lsted whils here are

loars oulslanding an the sabsceplion of the shares,

No oplions or shares were granted under ihe plar during the

fnancial vear AL 38 June 2005 e Parerl Entily has nans

ol 225,040 raade 10 the parlicipants arder e plan against

PATE000 ardinary shares issued i 2004 ai 12 cenls each.
Auditor’s independence Declaration

The kad auditor's independanee deciaralion for the year
ended 30 June 2005 has beer received and car be found on
page 26,

Rounding of Amounts

Arnoanls iy e feancial report and Disciors’ aon have

Beal roarded 1o the nearesl Lhousand doBars in accordance

with Aaslralian Seci
Uirder 987104,

Jas ard imveslimants Commission Class

This reporl i mads in accordance with a resolulicn of

Direclors.

Daled this 2615 day of Seplambear 2003

Danrzis Marlen

Direclor



Lead Auditor’s Independence Declaration
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Lead auditor’s independence declaration

{nder section 3670 of the Corporations Act 2001

o the Ditectors of raglern Star Gas Limited
1 declare that, to the pest of My prowledge and nelief, in refation o e audit for the yeas ended 30 June 2015, there have

peen
i no contraventions of the auditor independence requirernents as set out in the Corporations Act 2001 in refation to the audit:

and
i no contaventlons of any applicable code of {Jrofessionai conduct in refation {© the audit.

BKE

{hartered Accountants & Business Advisers

£l

B R Gordon
Pariner
Sydney

25 Seplembet 205
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{orporate Governance Statement

Corporate Governance Policy

The Board of Girectors monitors the besiness and affairs of

1he Economic Enlity on behalf of the shareholders by whom

they are elected and Lo whaor ey are aceounlzbie. To assls

1he Board in discharging iss responsibiilies, the Board has

adopied the lollowing principles of corporaie goveriance
1hat are considersd apnropeale for the prassnl size of
1he Economic Enlity and that untess oiherwise explainad,
[ollonees 1he recommaendations of he Australian Slock

Exchange (ASK} Corporale Goverrarce Council.

Board Charter

Tha Boasd s sesporsilie for:

{0y developing, approving and mooiioring impiemantalion
of corporate policy, shrategy ard perlonmance
nieclives;

{i developing and moniloring adoplion of e mosl

appropeale privcipies of corporate governange;

Gild reviewing ard ralilying syslems of risk management

andg internai cortrol, codes of condacl ard legal

() approving ard moniienng the progress of major
capital expenditure projects, funding programmes,

acuisigons and divestinenis;

) reviewing ard approving annual business plans,
nperating and capilal budgeds:
i) reviewing ard ralilving syslems for healih, safely and

environient Inanageiient and conlrolis;

fviid appeingng and evaiualing the performance of
axecalives; and

il selecling and appointing new Direclors fo Le Board,
and evaizaling the performarce of all members of

11 Board.

Compuosition of the Board

The camposition of the Board is delermined in corm

e
with e Parens Engly's constilulion and in accordance with
the [ollowing principies and guidelines:

(i e Board shall comprise at least thres Direclors,

s 15 considered

increasing where addilionai
desirabie I certain areas L4 maximum of ten

[virectars;

fiiy  ateach annual gereral imesling, excent lor lhe

Managing Direclorn, 2 Direclor appoinled since Lhe last
arnual general meealing, a Director who has atlained

1hie age of 72 vears, ohe ind of ke other Directors,
andg any Director for whone Lkal anoual general
meeling would e s thirg annnal general maeling or
wlio has beea in office for dhree vears singe his lasl
appoingmerd, shall avtoraatically refire and be eligible

for re-gieclion;

(i} Ihe Board shall cornpeise a majority of non-execulive

andd indeasndert Diractors,

fivd e office of Chatrman and of Chiel Executive Officer
or Maraging Director sha# nol be held by ihe same
nerson; and

ivd Direclors may bring characleristics thal allow a mix of
qualilfications, skits, expertise and experience.

The Board reviews its composilion on an anrmal basis 1o

ensizre (at il has the appronriaie mix of expanise ang

exnertence. Where a vacancy exisls, [or whalever raason,

orwhere i 05 considered hat 1the Board would banefil
fromm ihe services of 4 new Direclor will particalar skills

and expertise, e Board selecis lat new Director from

agpronriaie candidates with ralevanl gualific

expertise and experience,

The mamsa, spertise, axperience and dale of

anpoirtinent of each Director in office 21 the dae of s

anrmai reporl is sai ces i the Birectors” Reporl, The

Board presenlly B composed of a majorily of indenendsail




Corporate Governance Statement {continued)

Girectors. Be Win Davies, Mr Chris Byan and My Douglas adlracl qualified and experienced Direclors and senior

Baltersby are norpexecutive Directors and are corsidered execatives. Where necessary, the Bermuneralion Commities
[y e Board 1o be independent Diveclors, #r Batlershy i a nblaing independenl advice on Lhe aparoprizlensss of
subslantial sharehoider, however e Board considars Bm 1o rEMmunRTANN packages.

e indessndenl as ke is one of foar substantial shareholders
j ] . o i Business Risk
alwd he s no other relalionship dhat could e aerceivad

Lo ralerially interfere wilh Ris enfeltered and independenl, The Board monitors and receives advice as required on areas
izdgesmenl. The oller Direclors ase considerad 10 be ot of gperational and fnrancial risk, and considers approariate
independent for the lollowing reasons: Mr Dernis Moon tisk managemant siralagies

i5 Lhe Maraging Director and Dr David King i an Executive

Specilic areas of risk thal are identified are regolarly

recior and hoth arg substanliad sharehoiders.

cosidered. al Board nestings. Incisded in these areas a2, ...
Mesminaticon perlomeance of activities, human resources, health, safety

A . ) ) . o and Ul elvironingnd, conliruous disclosure sbligalions,
~Given the present size of the Eeonomic Enfily, the existiag - Lo e

- Boasd slructure is able 1o meed the ngeds of fhe Ecozwmic- :

e dSbht pmlectmsl amz fmancu% e},posurs,s_

Coée af Canduci

' ._.}:{ltll\' in the examination of selection ang dppmmment
. praciices without the gstabishiment of & acemingtion . )
corsmittes of the Bosrd, 4 comamnities wn Lh z$ reu;zmnelz(ﬁeé

- bv fhe /a&‘( (,mponie (;mersmnw (‘t)uﬂu[ O

Ifthwal Siandards '

L The, Bom{i s policy is for the Djreuum dnd mdnagement o
' -.__L-onmu;t.ib.er_us_e_l\-'gs iwith ihe highest ethical standards. Al
- Birectors and emplovees are expected 1o act with ilegrity L

"'}’ndependenl 1’refessienal Aclvice

Each Dire&.lm--.l;_as the dght .Lo.se.eéc_inéepem'lgz;n professioral | and objectivity, stiving at all times 1o enhance the reputation

' cm{i performan{e ofthe. Ewnmmc Enmy .

advice al e Com ey’

s egpense. However, prior approvi] .

is requirad ang nol he

m particiise, Dlrecturs d[itl emp OFEES IS di aii hmes'

feaspnably withheld, from the

Chairmal, .
--_mm_mge:__sﬂua% ons where their personal frierasis may ..

Performance Assessment " confliet with the oterests of the Eeonomic Entity; not take .

. o - L . s cmdvantage of property, information or position {or personat .

e peftormance of individual Direclors i reviewed anoually - - - ] e

. ; Lo L LT e gaing ot compele with the Economic Entity; nol use non-

<Dy e Board wnder & peerseview procedure. Aay ileatified - 2.0 ) ;. ) . T
U public infermation excepl where disciosure &5 aulhorised .

areas of unsatisfaclory perfurmdnae dre addressed, mth he . , L
-. o fegally mandated; deal falrly with costomers, suppiiers, -

u]dm(ﬂsd le&ttor (,t)ntemeé , i
_ Somnpetitors and employees; protect sné make properise -
Remunera:ion Commiitee ' ~of the Eeoncmic Eatlty's assels; conply with laws a0d

L . S 're‘gu ations, and actively promote complisnce; and report -
. The Bt)__'-;t_ré s eslﬂbhshed Remuslefatlml Cenznitiee .

S eonsisting of Dy Wyn Davies, Mr Douglas Battershy and )
. r €hris Byan, The Rersuneration Commilies reviews

‘any unlawtul or unethical h;hd\:iour xngwing il they will
: __'-ha\'e ;Jmpe; pmlecmn@v {he Boaagd whe\n makmg 511(,?1

,
.

“ihe remunerstion packages and policies spplicable lo gt~
7 Birectors and senior execubives onan anmual bd._}mw&?“lﬁ e

makes recommendatipns {o Ehe Boasd, i, pmm is for -
_ mnpetu \'ely sez m retdm andior




1o Lhe Righest standards of performaneg. Al Direcloes

by with all relevanl . ' o o e
' !ne Board has f,stdi) ished an A;ﬁat Comrnibiee to assist in

mdtl&‘rb & fating to the audi Lﬁ/i{tior;b and 1o safeguard e

: _ntegnz‘e ol [he Coznpdny s ik ity ldl re;wrimg
. / .
The sudilor has Jee/mme;l in atzerad the Compang’s

. {orthc oriing Almua) General Meeling and will be available 1o

and improve e inpact of

5 aperations o he envireniment,

verlare pariers.

) S e - answer q&?bélm}{pﬂl o, him by tesubers a the nieeling.
The Board regularly reviews risk _;'na,r_mag_mnent with, ©

1smn<1gem9n?. i er{i meetmgs Trae Board t )és set an Audit Policy which states the
servmea}ﬂi;t Y o may noed nonvaliy be conducted by

o Sewnties Tradin
g Ehe o I nu 5 nxlerrz 14 fnrhlum firrn.ueder e fobowing

-The B{Jcml has sela polm 4 (Eed}mg wnh securitieg of "gummg pm%{,ﬁp

Cthe Corspany. Directors and E‘mpl())é% and their fmnl;

':_Accepfable Servzces

“merbers and close associales, may nol buy, selt or .

subscribe for any securilies of the Company, wheme_r o - The auditing {irm may pmwde audi md du(lll relmea

L iheir own acegant or on behall of anoller person, oiter than, | '-___servmes that are consisient with the role of audior, ..
g _'dmm_g the twi weell period fofowing one business day after - - although oulside ihe scope of fhe awdil required unrﬁer zhe

;}fpo_rgmor;a_m,i 2061 These include awdil-relsted services .

{"‘

~the release 10 the Austestian Stock Exchange Lirited (ASK) -
ol (he gusrery repott, fhe ball vear or full vear é'inagacial a

.._a,;m' zeviews r_equire{_é_ by hird parties. Examples include: .. -«

"-rmui i O ihe annual reporz of the iwmmjc Eni ny . flﬁélfl(,ld audits

Mnanciaz Re;wriirzg

- 'Hnancial Rept}rl

'._ s';_ewewa__i_ln.cle_{ia_keu_ for frusiees of C{J]I\-E]’I.J].J:&? noies,
) o :_ .haﬂ_kefs, joint verdure partizers and owners of rovally and
: '.:_DII'E-!CLOI’_ ahd .the.Clu_ef i*mnmdl gf_fsaer are requ _retl W el profi interesis; ang
"-.presenz 4 stafernent with regar{f o fhie integrity of the * reviews of Ihe adequacy of cortrols aad recommerdalions
“fingacial staternents of the E(,;gﬁimni(‘: Enity to confinm for imarovenmenls.
-_'-_10.Lhe. Huard thal the Cg_zmpgﬁyfs financiat statemants
present & {rige and fair \-‘iegin all material respects of the
; Company’s linancial caz'{,ﬁitian and that operational resulls
-are in secordance w_é{'n;%f pilicabie accounting standards
- g the Cor;}oraé'orasﬁ\ci 2001, in addition managemenl s
o ereduired fo (t}mpi?tg [}1 LTS’ {Juebll{)hmure £00 SR 0T
;_%he statgrnent.

H
.}e



Corporate Governance Statement {continued)

Unaceeptable Services

The audiding lirm shoeid not provide seridces thal are

nerceived 1o e malesi

iatlons ang corsuiling advice and

subconiract: dlianal aclivii

g ol op 5 onmsally underlaken
[y maragemenl, and where the a2udilor may allilmalely
[ reuired o express ar opinion on s own work,

Exarnpies include:

< invesligaling accourlan! work on securities fransactions;
= due diligence or poterlial acouisitions or investinents!

diveslnents,;

advice ol deal sl

cluring ard assislance in deal

documenlation;

lax planring and slralegy;

1

g or i lemensing rew IT sysiems or financia

cunlrols,

adidce on sales and purchasing coniracls;

i corslicl willtthe role of aadilor

Book-keaping,

« ainalions;

execulive recridimenl and apacintmenls,

seHOT IRanageent secondmenls; and

irdernal andil aclivities.
Services Subject to Spectfic Approval

The audiding fira may be permilied 1o provide nen-audit
services lat are nol perceivad Lo be mmaleriziy in cordlicl

witlt the role of aisdilor, subject 10 the sxnre

approval of

e Audil Commilzes. Exampies inchide:

= adivice on appropriaie accounting stanrdards; and

= review of legistation and advice on it apalicaiion 1o

e Comaany.
Excepiion

An egeaplion can ba made 10 Lhe above policy where the

variation is in e inferests of the Economic Entity and




Commilies éid nol consist of Bdependent direclors

arrarements are aul in place 10 prasarve e inkegrily of ihe
i by = B

audit ol the Economic Enlity's accounts. Ary such exception only as recormmended by Lhe ASX Corporate
regaires e apnroval of the Board, Governance Counci, given the size of e
Audit Commities Parent Entigy and its Board and
ghe inability of cliwer non-
The mamibership of ihe Awdil Commitlee consists of two exvecitive Direelors
Direcloes. My Dougias Batlershy, the Chalrman of Lhe Audit an allocale
Commitles, i3 a genlogisl and execative experienced in ke sime
oif and gas indusiry, Dr David King is 2 geophysicisl and
execulive experienced i 1he managerment of ol and gas
entilies and an Executive Director. Further dedails on
the qualilicalions, experience and experlise of
1he mambers of the Audil Commitee

ara sed oul in Dz Directory’

Ranor. The Audil



Corporate Governance Statement {continued)

ETE

i HLILES:

1o aliend the commilies meelings as and whan required. The
mernhersiip of the Aadil Commitlee will change and expand

when 1Ng size of the Economic Engly warranis,

Senior execulives and Whe auditors are invited 10 altend
meelings as reguired fo assisl ke Audi Cormmities willtits
deliberalions. The Auddl Commilzes mal two lirmes during

v M Broce Gorden, the

112 financial vear with aliendas

audi parleer lrom PRE.
The Audgil Commilies is responsible for

i tedtewing the quality and inlearizty of ke Economic
Engily's financial reporting 1o sharehoiders, 1he
ASX and the Auslralian Secirities and Dreeslments
Comimission;

i teviewing the accouniing policies, intzrazl contrals,

pracrices and disciosures Lo assis

e Board in roaking

mfermed decisions, with direct access 1o managenens;

reviewing ihe seope and ouicorma of external awdits,

willy direct access 10 external audiiors,

nansinading exlernal audilors and reviewing the

agequacy of existing exfernal audil arrangemenis;

Company’s website and direc! matling by ermall andior - o

Listing Rules Disclosures

The Board’s podicy i for all inveslors 1o have equal
andg lmely access (o material iformation concerning
1he Ecararzic Brlly, inclading ity fnancial posiion,

performance, ownership and governance.

The Board kas delegaied the luncton of continuous
disclosure under the ASX's Lisling Rules 1o the Maraging
Gireclor, ihe Execative Director and the Company Secrelary

1y 2556

35 Ll lype of information Lhat neads 1o be disciosed
andg L ensire Lkal Company's anncencemeands are made in 4
Hraely manrer, are factaal, do nod emil material infornnation
ang are in compiance with the Listing Bules. Toformation
wlicht is considered o be price sensitive is approved by the

Board belore is releass.
Shareholder Communication

The Boarg kas established practices o facilitate

corrmunicaion willy e Farenl Enély's shareholders.

_ The Compary Secrefary oversees [his process tbrough e

- post. Major shareholders and fvestors are invited 1o visit

vl ensuring the independence of exiernal auditors.and

reviewing any ofher services provided by them;

vl restewing the Beonomic Entigy's risk managemean!,
syslalng; and

vild reporing to the Board on is meelings and the resulls

ol any assessinents and reviews.

g power plant fo view operations and 1o e briefed by

managersent. Regular brisfings are held with professiong] -

investors and ai industry foraras, Prior to such brlefings, ©
inforanation Lo b 'g'l\;’e_[_}_ is firgt feéease_d__i_f_: the ASX and later.
broadeast 1o shar&?I']c}i{%&;.l.'s..-"iz'l\fgsif.}_rs who have registered.
Meir email address with the Economiz Erdity







the year ended 30 June 2005 -

---.:'iicmz_qmi_c Entity : B I I’areni Enli?v
-_Revenue {mm ardinary at::ivlties
- ': Operating aclivities '

- Inferest mcozne

' '.'..__Rese{zrz 1 and. de&eiepmen rebate

’Eot&i Revemze )

. E.xpenses fmm amlimu’y ;te:livities '_ _

. Raw materials and consursables used 2

Explorstion ;mcl éevelo;)meni expendlture weligen off Te(2,347).

:"'_'vazsmn for wiile down oi de»eloymem ELDGZldlfui’e — . .

o recoverable amount © T e CUTLRNE) e e

Restoral

: Provision for

- '."e; iy . i

: va;smn for non-recovery
"-_'Z'Lontrolled £tity '

o Fotal £xpenses '

o LOS$ fmm ardinary acziviiies befs}re inwme tax O
- '_"expense ; : :

. ._"-.'En(,nme tdx experzse relaﬁmg i3] mdman dCf,l\ lliel}

" Net Bass attribatable o, memben of the Parenz RN
. -_'Enmy {5,994) {2 9@5}

"-._"_Expesuses attsibutable to membera of ihe Pazem Enhéy Lo
~gnd tenmz;useé dmeah in equzh }S{dj

"_""'Tatai ehanges in eqalty ozher than ttwse T
_resultlng from transactions with owners as
. pWIers

- The above Staferients of Fingncial Performa




" “Basic loss per share

25 cents

2005 T 2004
LUE000 7 8600

< Opergting loss alter incorse tax used I the calculalion =

2.1 cents

e pasi foss per share

- The ubove Statements of Fingnelal Performance gre fo

ey

©o Number




30 zme2095 S

- Egonemic Entity .

' "'_--_Cash assets.

' Farent Entity .

'-Ntm Carrent Asseis e
"'-_."Reg_.e_i_mhls.»_s_..Z : : .

Wl eguipment . TR B
.'..:_Pmpertv plant ad ec;mpment

: "..'_Tatai Asse%s '

- Currmz Liabmties
“rayables.. L
-_Z'Interesé bearmg labisties..

- '-Pr{wzsmn

--_'Taraz Ct{rrenl Lzabinzies "

g .:Nsm Czarrent Liabilities F
g Enteres&bearaslg liabifities. .
. Pr{msmn

1876

YT

'-_"Taraz Non. Currenz Elabilities

3803 -

18,515

' (13,853

{14, ‘3?}1) '

13,146

2, {}{15

6859

18 515

13,046 -




SatementsofCsh Flos for theyearanded 30 Jure 2005

. Economie Entity .~ - Parent Enzity

_'-Cash I’Jaws Imm Operaiing Aaiwizies
Recelpts from customnens and others.
o Pa};ne_n&, 10 suppiiers and er.zzp__o;ees
- Interest fec-eived o e e T
U Interest paid _ L _
- Research and de\fe Opmerzf sebte rec esved
- "Sundry receipts

':..___'_'-Nez Cash Used in Operazing As:tivities ' 2y 52) 7 uw; '

Cash f’laws {mm Investing Activiiies o e e e o
. Payments for property, plast and.eqts;;mgnt. R e s
.:'_':'_Psxys_ﬁerzrs for exploration and devéi__mpm_;an_g_ - CUI568) L L {1227) 480 .

~ Payments for segurily deposits L NG (8 L Sy

_' Pmmenta e umzmlied enimes . . . (5,458} '

Net Cash Used m Imeszing Activmes ' Wty (8T (M

_:.'.::Cnu;h I‘laws from Financing Aclivities -
- {:amg_r_ll_)u Hons from joint vealirs parier. L
__'_'_'_'Pruceeds from issue of sha_ SR
._"-..{‘aplla ralsiag costs. . _ T
.'__"-_Pt oc,ﬁeds Imm issie of cmlvertmq,ccmvefzzhle Bi}li’b
.. Progeeds f wm project finance - _
B Repagment of project finance ' (1445

:'Nez Cash Provided by Financing Aciivilies ' 1918 10212 ) 12365

_."'Ne:.{D_ecr_ease_}._%ncre_ase-ia Cash Hﬂﬂ---_"”"' CUUB08) T aA 288
"'.'-_Cash at ihe Beginning of the Financiai Yeaz ' ' . .

- Cﬂﬁh at the End af lhe I‘lnancial Year )

The abJLe Statements of Cash Iaws gre fo be ?F;’(Jd in corgunc!wn wrm Ih? aicomprmymg ﬂa!f*s L




’ Nt}te 1~ Summary of Ae:wunzing Pancies

e ﬁrzanma reporf is. a,genera,l plpOse {mancmi re;mzi _
which has been drawiip in accordance with Auountmg :
- Standards, other authoritative pronouncesments of the | '

- Australian Accounting Standants Board, Urgent Issies (szmsp
"'_Corzbezlsﬁs \uews ami rhe C@zpmaésom Al QB{M - i

: (a J Basis af acmwzfmg

" The financiat report has been prepareé ) rhe iusmmal Gost
“basis and ddoes o take Inlo accout changing money valies, -

Cost s based onthe, fa i values n{ zhe f.ormdemmm i,wem in -

’ change forassets '

ks { i} Prmc:ples af cumr}lzdafmﬁ -

“The consolidared accaums fave Been prepa,red bv e
~commbinlng the Bnancial staternents of atl the enfities ma
L eommprise the Econoraic Entity, being Eastern Star Gas -

: Limited (Parent Entity} and its confrodled enfities as defined .
- in Acoounting Standard RASBIA24 FConsclidated Accounts”.

" list of controlled entities appears in Note 17, Consistent

" sceounting policies have been empluyed in the preparation

g presenmrm of me {amsozsdated accounis, -

The consolidated accounts inclsde the me}I’[i!dtl{JEl ane .
- -results of each controfled entity from the dale on which -~

" lhe Parent Engity obtaing control and sofil sich eame :15 the

Pdl‘ﬂ[%l Erautv ceasea E{J <c>r;2rol sud} emzi;

I pre;Jarmg the conselidaled gecounds, all inter- u}mpw
" batances and transactions, and utirealised profits art mg
T \J\ 11111[; tile EC(J;l{JmK, Entl[\’ ar{-‘ e‘hzrurmted m {u

. (C} Opemimg cyu‘c

“hn operatmg cycle of pvelve mor;;hs Ngs been used as the

 basis for identifying current assels and curren lishitfties in .

-.I.tlze Sta[emer;[ t)f Fijl:sl%(,id,l Possrmzl '

"-_{ d} Reveﬂae remgmfwu .

{1} Sate af Produsts ..

“Revenue {tom the sale of ;Jf()dlﬁ(.lb i$ 1o ogmbed when .

confrol of the. products has passed (0. the buger, the amount .

" 0f revenue can be measured rehdbl\, md iz 1s pwpa?)le fhat 1[

- {ii) in%eresz FEVERNE - N e B
. _':Enferebi reverle is fefogmsml o 4 Time pr{;pori intate
~Diasis that takes info account the effective. yleld ors the - '

. fman( id,l &b.‘.v{-‘i

-.__:{e) Bm-mwmg cam

-_'Eormmng eosls znciude mieresé o short- tes*m mel larg
. _:_1.erm Borrowings, sncillary costs intdimed i contecton with
- --._1'3:19, arrgngement of bazkowizugs, Hnount pavable on inerest S
_ . Fale swip conmact and finance .le&_s_e_ch_z_lrges,.Bor{mving_ L
" costs are recognised as expenses in the period in which fhey -
g inclrred except where th ey are mctuded i the cost of -
- projects under developmem e o

.".(i’) I‘areagﬂ cnrrency ira:wlatmn _

Forefgn cutrency irangactions dmmg fhe year §re tranbmted

o f.‘_m Austealian currency af the rates of exchange app fieable -
gl the dates of the transactions. Aznou._{n_s_ receivalide and .
~payable in {oreign currencies al batance date are converied
-_:az ihe rales of exchange current af that date, The gains arzd
" lpsses from transtation of assets and Habilities, whether _

reatised or unreslised, are inciuded in pro{u or losa {rom )
' '{J;dumw «u;v Zles 8 the\ arise.

__'.'(g) Inmme mx L

--'-hzwme tds{ s been hmugh:‘ f0 account using & meihoé uf-- '-

.."1,:1_5{ effert accolnting whersby ncoime tax expense fof the - -

" period is caleutafed o the sccounting profil afier adjusting

'for ilems which, as o residt of their reatment under income '
' _'..-.__ld‘{ iegistation, ¢reate permaneni differences befween lh:ﬁ
: - “prodit and the taxalile income. The tax effect of fiming e
. i ifferences, which arise {rom the recognition in the d_{:{'.t}LiflLS. L
of fterms of revenue and expenses in periods different from
those in which fhey are assessable or aiowable for income -
tas{ purposes, are represented in (he Satements of Fingncial | -
~Pusition as *fuure ncome tax benefits® or “provision for . '
"~ deferted fncorme 125", as the case may be al current tax_
:'.'rmes A future income tax benefil is valy cartied forward ag
.. an asset where realisation of the benefit can be regdrded as_

Letng assured beyond I‘Pd‘w{ld()lf (ﬁnubt




. '(h) f:ash :

deposits at eall which are readity convestible fo cash on haad
and are subject 1o ac insigrificant 1isk of changes in value, :

(i) Receivables .-

Trade accounts recelvable and other recelvables represent
-the princigal amounts due at balance date phus accrued

“interest and less, where applicabis, soy ;meamed income. :

aud ;;mnsmns fo: (imshtf;sl s, :

N '{; } Rﬁcouerable amoﬂnfs

L 'ihe Catrying atsounts of non-g urrent a5eis (ﬁn n(@t mee{i

“dhe net amous that are expected to be recovered trough

~the gash infiows and outBows aristag from the continuged © :

" use and subsequent disposal of the assets. The expectad aet - -
ashs fows Inciuded in detenmining the recoverable ammounts .
- have beer: discoutied 1o teir present vidue i a raie of 1%,
©Whers & geoup of sssels work fogether 1 generaie net cash
- inflons, the fe(’merabée anmum iest is dppll?d ‘EO thai group '

- of assets.
oy Weﬂ' equment R

Tubing, pipes and other LS &6 f;mre{ﬁ fnr LS8 05 W eils &L
 stated at cost, When fnstalled in wells these parts will be -

- inciuded as part of deferred explorativn, evaluation and - ’

) .'-'__.developrnent expencliuse.
. '___.(1) Pmpeﬂy, plaﬂz tznd equmeﬂz

:__'Pwpem p%cmz aild equipmmenl are s die{i gt Cust. {Jn dlbf){JSﬁi

Cpban e of properly, plant and equipient, the difference -
- between the sales proceeds and the carrying amount of te

" asset s recognised as.a galn or toss, All Hams of properly, .

- plant and equipmmens, except for land, are depreciated -

using the straight line method over their expecied useh
- lives b the Emnom;c Enmy The expected bsedld i;\,es ara.
' ..."{'Eb fo%%nws : -

.:.O{hce fum;rme L ) vears
Computer eqtupr;;en{ ) 3 years . :

- Other office equipment - “3years
*Field plant and equipment - 5 years.

Molor vehicies - ~ B years

- The pmw_e:;: pland and the pipeline under constrisclion .
.' .I:"I'or ihe puarposes of the Sal ement {;f Cash Fle;ms ca.sh inclasdes '-'-m 200 veete stated al {'I'G_sg'f including firance eosls. ,Oﬁ e
e eosnmigsioning i duly 2004, cerfain connection eqmpmerar_ :
éws heen transferred 10 Counlry Energy, e elecidclly . "

] _:;1eiwmk servives provider, in aCoordsnce with egul pmerzr
- G nershio reqm;e__z_nenz. of the National Electricily Code and | »
" that equiplxaeni refsains in the cartylng value of the plant,
'_._"'Afl?i’ comin

ssioning, the power pland gud the papei; he are

'_deprecmie(i o0 8 Ui oi_pz.odmtmz?_ brasls over the Lz_Sf'.[iil ) _ :
“life of the gas Gelds that supply the power Ipia__n_% and use the -
"-_'g;_ipezine, determined by ref&:rém:e i estimaled pmved amd .
.__'ggralmble reser'ves bl e _exc:eeding_a gsedul e of 10 yeats.
. The carrying amount of plagt and equipment is reviewed . . :
: 0 ensuze iL15 nof I excess of the recoverable amousnt of L

-ghose assets. The recoverabie ainount is assessed onthe
- basts bf____t_ljle._ expecied nel cash flows arising from fhe assels’ "
employment and subsequent, dispnsal, The expected ner. w

cash Bows are discounted to thelr present v{;mes at o rare {)f o

._2{}% i deiermmmg ret:{wemble di[!(}Uni&_ :

.{m) L‘xpiomfmn, evaluai‘mﬂ aﬂd dez:elf}pmenr

o expendtfare
‘Expiotaiion, eva Euaziﬁn and development expendinure .1
: _-f_'sra{:urred fs accurnubaled in respect of each identifiable ares -
ol inferest, and cardi ed tomdr{é m %he 5€d{emez11 of f F]d%l(,l'll B
_.i}(JSltldzl wher?

(&) r;gsns to tenura (:? the.area of inserest are, t,u{rerzt arzd
1613 one of the foltowing conditions is el

zJ sut,h costs are enpeciad to be rpcmlped Humsgh _

“siceess{i develupment gnd expmna,nan of me area

. of nterest or alternatively, by its sale; of . -
-.{i_éJ exploration and/or evalition aclivities in the atea

~of img:r_ész. fgve not &l balance date yelreached s |
lage which pernils & reasongbie assessinent of the
wistence or {J_tb_er{\_;ige of economically recoverable .

. reserves, and active and signilicant opem;mns in, of .

' '112 releimn o, the areas C(mlm&,;mg o

' indmct fﬁbib reiaémq to explamtmn evalualzom atyd - o
: :'__dev_elop_me_m in areas of inetest are capitalised In t__h;e_ year




the ?znancza{ Statements for the year eﬂded 30 Jzzne 2{3{)5 ( c}ntmued)

"._tl_;f_ey ate hncursd, Developinen sxpenditure refafed 1o .
&1l .'azea..f.?f. Interest b the pre-production stage Is catrled
'-'_mrwa{{ﬁ 10 fhe exlent ihat such expendifure Is. gxpeciad . .
o be recouped. A regular review is ?nden.ak&;n of each,
_ '_'_ar_ea, of nterest 1o defermine the approptialeness of .

seputinuing 0 carry forward costs tn relation 1o hat ares

nf interast, AL stch regular review the indirect costs arising - have not been converted and the equity element is & call

“oplion granting the belder the fAght, from the date of Bsue

- durng the egrly stages of & project are wrilten off when
-degmed inapptoprisfe fo continge 1o.be gartied forward
- Accumulated expendiiure on areas which have been

Cshandoned, or are considersd 1n be of 0o valug, _E_s__wﬂ_t_te;i E
. ._:.D_ff fn thie year in which such a decision 15 made. R,
.'___{_Jrz the comraencement of production in s area of inferest,
' '£_sf:c;;rz{zllaged .éxpic}r_ﬂticm, gvgiuation and development Cosfs
fior thal area are ainoriised on 4 units of preduction basis
over the uselsl ife of the field deternined by reference o

- ttze estum:gd pm\*ed arzd probabl £ TRSETVES

fﬂ) Canfmlled efmtws : .I

_.__'fr;\,estrzzem in Hw fanirolled entifies is Carrted in the ?arerzt
' ._"_Corawrtmg nokes, 1ssue(§ by itify, A

'-_@f_ ity date o4 pradéte 1.}%;.1_e;dj"nLfﬁif:ez of fully paid
- ordinary shares witle 65 option exercisable by the Parend. -
- Eafily or the holder for the redempiion of the converting . -
- nofes for cash or snother finangial asset, are fl&bSEfl?d s

Emmf acwunis al caar ies% prfmsson for W rne down

:.'_E‘he Carrying ammmi (;sé ;mesimemis s remeweé BYELY slx
~months by Directors to ensure dt is nof i excess of the .

~recoverable arsolat of these vestments. The recoverable. -

el iy assessed from the shares”™ current marked valug '-
orihe underlying ret assetsdn the patiloular companiss, | '
"-_The erpecied net cash flows from lavestments have beerz
-discounted fo thelr present values at 4 rale of 1% in -

- determining the recoverable amounts, except whete 5!.51_19{2

o :' Bividends are brosghl to account i the Satement of -

- Financial Performance when recelved except for dividends . ©
=, from confrolled entities wh;c It are bmughl w aacmmz when -

§ '-they are d9{ ?ure{i by me mnzmlled en?s[y
) ( t}) Accmmzs payabie

" "'Accumzrf, pa)able represerzr ibe § pring ip«i arsents

"-ﬁutstandmg &t halance date pizls whers apphc ahle msy .:. _'

{p} szz:erfdde rwies

'__:'Comfernb%e noles, lsstied bv tie Parent anny, are compﬁmzd S
) .f_ii.lgl}ﬁ,_?;_ﬂ_l_IEbifli_fl_}(;‘I}ffz_ﬁlcsZ. contain boils & fAnancig lighility .
___'a_m’ a1l équ_'zfy element, The financiat lsbitity is a conzaciugl
~dabligation o éekéx{e_r__cas.h artie matutlty date and under :
“eertain clroumstances. prior (o matgtlty dafe if the aples

il the malurity date, to conver! the nofes into fully pald

- ordingry shares al a predelerinined prive per share, O issue

'--_.(Jf the notes, the value of the Sabilily component, belsg
L the present value of the contractgaily defenmined 5iream
.. of fudsre Cash flows discounted & the spplicable markel - .
“rafe of hferest, Is Included a5 a liability on the Stalement - .
:"ﬁf Financiat Position, The difference between the {ofal \faiue
N -"._of the lisbility component and the proceeds of the noles.
sl s recognised as the vaiue of the u;aliy componei .

) am credli ed 1(; 1saued catplral_

{q} meemﬂg rmie

_qmw irs the Slalemer;t ef Fiildil(.‘!dl Position.

'-.{r) Jaml veﬂfare.

- Interests i joing tem;sres Lawe ht*etz reporred i the a{,{,mmis .

by Including the Economic Enlily's share of assets employed © '

- 3_m the juini ventures, e share of lsbilities ncutred .-
 relat font o dhse Jolnt ventures and the share of expenses - :
-:I'-m( urre(i i relation o the ;omz ve liures irs thelr respe‘ftlw
) _Liasmzf <:zt1(m categones ) )

’ _{s) Reemm:wa cmd r'ehabikta{mn abhgalm;:s

A provision faz r&‘bmraizon and. rehabzimtmm obligations s -
Tecngnised o a gradusl basis over the lifs of the expiamtmn :
- lic eaces, The a uozmz remgmsed hichides costs of ;




Lease pa}Tii&‘ﬁ?b for Operaémg quses where subshmizall; all T
“the visks and beredits reraain with the lessor, are chatged as, ’
~ expenses in the periods in which they ure m(_;urred, S

- '{f) .Eamings. per sha__
'-.:'{a) Basiceamings pershaz‘ T
‘Basic eamings per s : deéermmed h} dmémg the, -

fer income Ly abivibatable o members

" Cof the Parent Enfity by the weighted sremage numper . of o

dl'PS msisimﬁ ng durmg tlze {ma,nmai Vear,

: {b} mzmed earnings per share

- Ditpled eatnings per share a,{};;,;sts the fzgtsres uaed fn the
-__delezlzal_xza;__on of bassg_e_ermz_lgs per share by taking mt_a_ :

L aeeount gy reduction inearnings perihare thal will
- -probably arlse fror
e ring. H;e"f 'dmflai year, :

“When the. eamm&,a of the Econamic Enhiy I5 an ope‘mtmg
_"'labs affes income tax s He convetsion of ardinary ; ahaze
_"-_'t:apua i respact of potentisl ordinary shares does nol lead
B 10 4 diluted earsings per share thal shows an inferior view -

~of the eatnlngs perforinance of i Eo anomic Entity, than is -

- shown by Dasic, earnmgs per s?mrﬂ the dluied eamrzgs per
.sture is raoi repnrred L o

= {ﬂ) Emplayee bm:e!" fe e

s he Tolloaing habzizzles arlsing In respect of empiovee '
..i;er;efzib arg megzbured # ﬁlezr mmmaz dmmmis

._-aiar e5 and annial leme regardiess of \ubesher ihey '

are gxpected {o be. s:e tled m n;urz [welxe mnmbb_ of ﬁw
- reporting dale; and. | LU SO
N * olhier employes [;er;efﬁs expecied 1o ?:ae set{ied w;ihm
twezve E]l{’mfhb of 1!13 reperimg {ﬁaie

: .'.m h{;%am @ da le Eheze Were 10 {ther e [ byes berze[zr .
O lighilifies expecled 1o be sell Jed Tore fhan fwelve r;mznhs._
" afer the. repmi;ng date,

cise of opions outstnding - - :
e T _:I_’i"he quem Enlziy and Ec GG
tedlet available wnder AL;;‘»trazmn S
- Commission Class Order D8/106 and acd
- the financial :epmi and Dlr&‘(i{}r% report imve 011 mumled
i the uedmi ﬁwzssand (Ef)lldi‘ﬁ ’ ;

- {z}) Leases

"'(zb) GGO&'S {Iﬂd S,emzces Tax {GST)

: 'Revenues expenses a,md Absels. are re ogzuse(} ner 0{ fhe

..'slmmmz of G3T, except where the amount of G8T ncutred s
“n10f recoverable from the Australian Taxation Office. In these
-glreumstances the G8T Iy recogrised &s patt of the. <-o'st of

j 13 assel of a3 pari of az1 lters of the ﬂpensf‘

ity have applied the
rities and fvestmenis -
Ingly, asmeoungs i -

{y) A{!ap!mn af Ausfm!zaﬂ L‘quwaienfe fo
'..Infemalamml Fmaﬂaal Rep{;rfmg Sfaﬂdan’fs

i‘be 31( QLG Em; fy is preparing and makaging | the
_’-..fmnsttmn fo Australian Eqlivalenis fo Infernational Féila!l(}ﬂl
i ‘Repusting Sandards (AIFRS} effective for the fingncial | '
: yeats'epminencing from | fanuary 2005, The adoplion _r.}_f_ el
~ AFFRS will be refiected in the Ec@mmic Eniity's and the.
'.'P__;_H_em Endily’s financial statemerds for the financlal year -
“ ending 30 June 2006 On first lime adoplion of AIFRS, -
"Zcompamtives foy e féném;ial year s=r§ded B June 2605 '
-arg required fo be restated. The majorlly of the AIFRS 7
" wransitiona! adjustments will be made retrmpectweiv dgams{ L
"'_'_reiameé eammgb art .}1113 004

The Econonic Enlfly has dbSPSSE‘d the s;gsu[zfzzzlce of iile :
-__'mapecfed changes and is prepating for their im pégmematmﬁ
The impact of the gllernative fresiments sod PEECUGZIS .
~under AASB T: First Fime Adoption of Australian .Equ(vala_nl.s__ '

~ i0 dnteragtional Fitancial Reporing Sandands has been )
- considered where applicable, ' FRETEER




i dhe opirdon of the Directors, the key mastetlal differences. ;
v in fhe Econoimic Enflly’s accounting policles on conversion .
- b0 AIFES and the finsncial effect of these differences, whare .

'---.krzown are set oul below, However the amounis discmsed '

_'--_wuid change if there are any siuendraents by standard.

T setiers 1o the cutient AFRS or changes in mterpreia{mrz {;ﬁ

Lo tbe AiFRb requsrememis

:---Inmme Tax' (,LEUE‘DZly ihe Ee ozwmu, Euhéy dap_ﬁs the -

Ctax expense s based on the aocounting profit adjusted for ...

-~ Taxes, the Zconpric Lnjity will be required to a{%{)pt -

- hatance sheet approach under which tremporary dﬂfaren;es_

.. are identified for each asset and labity rather than the
“effects of the timing and permangnt 4if s'e_rences_ hetween
lanable | fncome and a{cuzsntmg pmf; SR

“The f:(,on{n i Enhiv bigs ml remqmaed future ingeme w;

. Teneflts or deferred income tax Habifities in past years o1 the. ;"
basis of lack of virual cetainly in detiving sufficient laxable o
~ @RS 10 permis irsimg dlforences 1o reverse. Consistent
C-widiy this approach the Econpinic Enfity hus nof recognised -

. any temporary differences under AASE 112 unill there is.
- sufficient probability tlzat these ratabie “mmamis mll be
demed ir: f;s hre years.

--.Berivatzve Financiai ir:strumenls. The Econgmic Enhzv
- does ant & ursently recognise derivalive financial ingtrup 1emb

- "-_m the financial stdements, AASE 135 Financial Insrrmuerzrs

-~ Recognition and Measurer neul reguires & change to the

'_ “mithod of aooounting for deriva alive Bngncial instruments m_d L

. hedging activities so that they are recorded in the financial .
- statesnents. AASE 1 provides an glection whereby the ... -

 requirements of AASB.139 dealing with financial instnuments -

:"'-are aab required 10 be apphied 1o the first AFRS comparalive

year, aal the first adopdion of this strm(ia,m will apply frots 1
. dusly 2003, The Economic Entity has decided that i will adopt
. this election and wili ot restate compattive formation for.

..._._the IZIMH( fal year ending 3 june 2005,

€ year ended 30 June 2005 (continued)

_'_Impair_mezi{ af ﬁ_ssé%s: Ender AASB 136 impairr_z_aezﬁ ol
; '.._:Assezs, thie, recovgrable ainount of an asset is determined & 7
fhe higher of falr valle less Costs 1o sell and valse i use. _'
' I deterinining vatie 16 s, projecizd ﬂsiazre casiy flows .
"..cire discounted using & risk adusted pre-lax {Eib(i)ijrzf fale
o -._.'_au{} Impaltinent is assessed for the individual assel or at - i}
Hhe “cash generating unli® level, A "cashs generating yall™is, i
- '(_E.e_ier_m'ined_as the smatiest group of assers that gem_er'a,r.es .
_ ‘ "L gash flows that sre Jargely independent of the cash fiows -
~ - ltability method of tax-gffect accounting whereby the Income - - o : o - L
B et other assets of group of assets. The Economic Engily

. i o :'_:(;:,;rre;niiv delderraings the recovezable atnount of an assel on L
~-aity petmanent differences, Timing diferences are curmenly & 07

._"-brmlgbr W acound as eliber 5 pzavési{)zn for deferred irzfame .
" dad on Riture income fax benefit, Under AASE 20 inc ozne -

e basls of disgounted net cash fows, ysing a risk adjusted,
'.'_'.pre FEA dlscmmi rate, That mll b et ened from the asged g .
| nse and subseqguent disposal it s Bely thaé this change it ..

aceouiing policy wil tead 10 impalnnents hemg e egmaed
. Iniyre ﬁften Eha,n mzder the exzshng, p@éi:y -

. 'Fhe E{,{mﬁm;f, Enfiy has reassessed is 1mpa1r;uen£ 2esrmg
n policy and tested all assels for lnpairment i accordance -

. with AASE 138 and has not identified any material impact ..
Hwi wondd regidne an adg uazmem o the assets ot m re;dmed
"'.eammgs al 58 hme‘ 2{}{}5 o RS

_---Expieraiiun, Ilvaiuatim and Deveiepmeni -
"-__'};xpen(iitizre: Unger AAS_B.&, Explosation for an.(_i IR
- Evaluation of Mineral Resolsrces r_e_qui:e_:s entities {0 apply
I area of imerest” accounting fo exploration and evaluation . N
eapenditures rhe stine mannes g5 the existing ac wasrzhrzg
:pt}hcy Howaver, expdoration snd evalualion expendiiures
will be required to be assessed for impaiement fn accordance :_'
) .wu%l AA;B 15& impalrmenz 02 Assets : o

" “Fhe Eoonomic Entily bas, nol 1@9&%1!19{2 a reqtzsremen{ {nr
elisinent fo sxploration gad ey aluation expendiiures cli.

30 June 2005.and 1 July 2004,







.'Nate‘%lnwme Fax, e ol -
. The prisng facle (a2 Zaenefzs o0 boss from ord;narv achvmes :

Cbefore HCOme Jax is rec cmﬂled w me Income tax expeme [n .
e arcounts as follows: S ™ -

.-"Pr;ma facie fax benefil on rhe ioss {mm ordnwy dctm{m
. - eatcutated at. B (2004 - 30%)
-:H.ax._g{fe_c,?_pf pesmanent differences,

. Noo-deductible expenditure -

| Nen-assessable ey "7

Timing differences clI}d fars iosses 210‘? nmlsghi te a,{c{);,;rzr a5 .

.'{uiasre mcmue Eax benems

" Parent Entlty * "

-izmmue m Lwense

- Fz;lare im:ame fax benefEZs e
-'Aﬁrs?)umbie {0 1ax losses the benefils of hsfjl e not
ﬁ'sf;rwsuy (ﬁri&m of reahsdtwn al %U% {2804 %U%}

BT I

i‘he iaxa,tmn beue[ its w;u ony he obsameé if; .

. Amuants receivabile from

_'Le:» Provision for non-recovery

~The amount receivable from controllad enfilies s
“by the sales of the areas of interest heid by :
. Enity s0 that the amount recelvable £
<l 30 June 2005,




- Ecané%;ic__ﬂntﬁtj
205 20040
_ S g oo

--._:'Nﬂt.e B - Current ch#r. UL

:S.Ef_:_ﬁ_ri.l'y deposits.

- Loans

. The Parent Entlty made inferest freg
-Tully paid ordinery shates at 12 ¢
unti fhe loans are repaid




he Financial Statements for the year ended 30 June 2005 (continued)

_-'_'Egaéq_m_i_g_: Eotigy . L '_".I’gr__f_:a_t Enlity

"._'Mwements durmg tﬁe year‘ :_'
o Lami

_-At md of year "

.’j"Leasehc}id impmvemenls o

At end of year

.."..__'Piant, eqalpment and motor vehi{;ies R T
- At beginging of vear - :
j'.."ﬁ\ddl{i()ﬁs al.gost o

: Z'At end of Vé‘dr )

"'..Pawer plant (umler wnstrucﬁan in 2864)
:_':At beginning of year " '
"~ Aadditions al gost. T

_"-.:Capsfailspd %mrmwmq wsts
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Eeanamxc Enlity

L '.Nate 8 Expiera:ian, Ewiuatmn and Deveiepmen:

L EXpenditure o

L. Costs carried forward i respect ef areas of inferest in; e

" Exploration and evaluation phase . 8,829, "
' __:'Develoamem producing phase 6,564

i’areat Eniity

z,-)__:asaz '

- Mavemenls dmng the year. ;

'.'.Expiaratmn ami evaiuatian areas '

""._-"-"-Atbegmnmg afyear o B
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2586 -

_..__"'At end {Jf\"edr i 6561 "

-_'_"Cerwm mdlrec,t Gosts w hsf i} were initiaily capzidilsed 0 explmdzlan evahmtmzl <uzd ée»eiepmenz expemhszlre ime pesn wiiten
: _j_'{;ff follf:w ﬁg 8 rewew {.‘rf 1 19 appmpmtem*as z}f {arr;mg e lz u)sls d,t fhe eariy atdges {;i &xplmazmr dznd pm]ui d@\ eiapmem '

The aggresate catTying amoant of me de\,elaped producing ares, a5 stated a,hove thse power pi:m% and pl{}&‘ ine {Nate 71 ha,b

~ been reviewed to ensure tat i s not in excess of e aggregate rec a\ezab ambunt of those assets, The recoverable am{mnr

~Hies Deen assessed on the basts of e expecled et cash flows atlsing {mm the continied use and subsequent disposal of those

._"-asseis_. The expected net cash Hows have Leen computed on the sssumad condinuous produgtion of gas from the Coonaral Gas
: -Fleld which has gas reserves .es_t_irzaargd_bv the Diteclors af 3.8 Peltafoules, The expected tet cash flows have Deen discounted 1o '




he Financial Statements for the year ended 30 June 2005 (continued) -

“thelr pz?b&‘n% ia%ilé‘ sta mte oi F)% i deiermmmg ;he recm‘erahle cmmuni &l ué asa resu & pmmmn iar mr §e dowrz }:as been o
sl f0 the developed yrai}u(,mg area al 30 Juse 2005, SRR .

. Tile review of reserves. eszlmaze a1 the Cn}oﬂarah ()&b Field Is ongoing and 3 new esfzsuaie f)f flze TESETVES \& 111 be made as -
ﬁ__ Buriteer prassure daty are collected and field sutveys arg conducied in the neat fulure, The Larmng values of the devet oped
L pmcluf zng area, the plpelme {md 2219 power plam W 111 he E’E‘EleE‘bSBd i %ighi 0§ :my nﬂ\ ufzmaie a}f the gas IESBW% X

'. T, hmmg {ox c{)mpletmn :md tze Tigtute of the wmk, expeu{ésture {omm;mems af {,erf ale ehp oration Beences 4 under
S : neg(}tmz.zorz with the NSW Papartinent of Primaty iodusiries - Miners] Resources and ‘i.h__e Bepgrlmeni of Prg_mar_y_i_ndusznes__
' -.in Victoria. The aggregate carrying value amounting to $2.490,600 of exploralion expenditure relaing (o those exploration R :
licenges is dependent on syecessfal negntlation.nf those cominiments andior their renewals.al el expzzv éaies The Diraciors R
are {E}nﬂ{}en (m 4 f&murable ozlltozue {mm fhe neg,atm mms {md 2219 ren&wai {J{ fhe relevamz ilcences ’ R

itlmate o otspmezn of the carrying value {;f thie expic}ralzem e\sx fuation and develogme L areas i depezldem on s;;caessf;;l
' exeiopzlzem amd exp 011430;1 or aiiernazl\eiy saie of 1%19 i’eprClﬂe azeas {.‘rf éill?ft‘bi '
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260’5._':'.' ) ) : B
o : 5000
. .Nt}ie.? - Other Flrancial Asgets.
-'sr_a_ar.e,s it controlled entities &t wst

. Losms " IS zlre(i
"'---Pm;ent g - secared

_ -_'Em;;lova,e entliiemeuts

'."'There were 17 izoeé b} erzapéo;ees dlsrmg the year, .




- " Economic Enlity . . Pareat Enzity

"'--Nate 13 - Nan cummz mterest Bearmg Liabilitles 3_
.'.Comerimla notes Decernber 2006 - unsectsed .

2 {}28

--_In Betember 2003, ;lae Pazeni Enlziy 1ssz1€d 2 EJ%}(J e} urzsec,zlreé COTvEL 12(;29 zmzes at ‘:I per nie for fors pmfeedb {.‘rf .
C52.006,600. The notes bear Interest at & vale of HH per ._e_ll}é].llﬂl_ payable quarterly i girears starting i_r_o_rza. i D_e_g,__e_n_mer 20 to

’ '_ :':2§1e matlerily dade on 15 December 2004, Each note may e converted al the election of the holder on or before malirily date o ':-
“fully paid ordingry shares at 1 cenis per share, Hofes. that hiave 1ot been converled al maturity dale are redeemable, The ;mﬁes o
= are catrled af the present value of the siream of Rifure payments of Interest and principal applying & discount vate $.250 per

_ " aanuts, The LUty mmponem of the mies has i)een w, tsed a% %Z%&,(}Q{} ilSiilg fhe resuésmi & Udilon rzzemod ;md credlted w
'-._'_"'.1ssued c«zplml (Noze ia(a}}

.:_'_Nﬁte 4 Nan current Provision |
Preveision for restoration and rehusbitiiation




year ended 30 June 2005 (continued)

.. “Economic Entity, .. . Parent Entily ...

--.'_Na:e 15 - Camribated Equiiy

s !ssued capimi o

. Balance at beginning of year:

T VT8 360,834 fully paid mrdma,rs, sham S ST
(2008 = 2B TIBEIY 1T T 985714028, T 19,857
“Fully paid ordinary shares issued duting the year: s P L

"-.."20 4o{} ey share& az i2 cenls each b; prsvaie_ placememz i E

14, T D00 sha,res 3t 12 cenls eaclz mz(}er & sszehniders
Emwmmwmmmum S
15,600,000 shares &t 12 cenls eaclz bj pmaie pldtf‘zueni it
September 2004 T T e
18 T3, 060 Shdf?b a? 24 cenfs mclz by prsvaie placemenz i -
Clabwary 2085 0 S
: 2 731,000 shares al 19 cenls ed{:h by pr_i__va_t_e_ p;a;;erzae_n;__in
Octeber20g3 T T e
:bU (034,000 st:ares 4 § cens each m prwale pﬁa{ emem i
March 2004 o _' e
e BTG :’:?mfﬁb at 12 cents ea,{h amdez fhe Empéa;ee
_.'.Z_In(,enizve Plan

ﬁ_' 'Less Em l&-dC[l(}il costs ad mg e shm fssuies

Bﬂldil(,e a,l end 0{ year: . :
. 253,260,834 fulty paid mdmm sham .
fjmmwusmwﬂ}' ' -

32,368
- B dudy 2064, the Paren| Enfily issued 12,500 B0 converting nofes at 12 cents each bearing no fesest ralsing 81,560,000, _
..'.ea,{h nole makdatosly converts 1o one fully paid ordingry shere at the maia;rst; date on 15 hune 2007 o eartier af the holder 5
eiec Ezon There 1% no election for redemption of fhe face value of the convertible notes during the ferm bo matutity date.







..Nr.}ie 18 Remaneratian ﬂf Audiiars : T e R
G000 1,000

47000 18000 -
- The other services were m ﬁ’bpé(‘f of ﬁle audzz of the seum{s 1 {0 salishy Listing Rule 8,16 of Australian Stock L

. 'Ex(ildnﬁ,? inm d T

] 'ZNete lf} Reiated Party Bisclaszzres :'
*“Related Party Transaetions . ST B S TP P
T 2004, $HIL000 was pald to \eruae PI} Lzmsted @ Company of W mf 21 Mr D Balzerbi)y is 2 (ﬁsrec 0L and i whl{,a te has

- gubstantial fingnclal inferests, for the provision of considlancy serv;f,es fg ihe E({)nom : Ent;iy The am{mm pszzd hczb heen

. ingluded [t fhe Remuuuazmn R?;}uf‘i I fhe E}zfec s Report

o '_l\t}ie 20 - Finanelal Insteuments . Tl el
" {8) Interest Rate Risk . : . e T . . "
T The Eeonomic Entity’s exposize 1o Interest rate I'ébk whtich 1s ihe r;sh mai & flrzanf ful instrlanent's xalue itk fiuduale &5 a
"-.'reszlli of s:hcmges m marker éilli’f?bi raies a!l{} 2219 e[fec isve wewhled «temge m%eresr retes sm thnse fnanclal assels 13 sei wlb

Fixed Inzerest Rate Mataring

o Average : V&riabie SRR Non Inieresi._ .
- In{eresi Rale Entel‘f:st Rtate WiZhin 1 Yeat 1 20 Years :

E‘inam:iai Assets
" Cash and deposiis -

Regeivables. N




iixed {azeresi Raze Mazuring e
Average ' Variabie e e _' Nan-intei‘est.
-.Znieresz Raze Inzeresz Rate Within I Year i ta 5 Years B

f'-_zm B
' "'._'Financial Assets '
- Casts and deposits
" Receivables o

_-'--Seusrny deposits

j‘-..Fm'm'imu-- Liabllitles.

{b} Credit Rlsk

'---.'fhe IEiEI‘ilm[éﬂl expeszlm i uedli mk £30; ludzng the watuw of any collateral or {;mer aemrn S d,l hatance da{e 1 ree ogmsed
h -fznanma] assers 15 e carrying amount, nel of env prmls 01ts Eaz dauhlful debis, a8 cizsugspd L ihe ‘?m% ements af Fzmrz{ ml

e _' Pas fl(m ;md zmzes Eo tt 1 {uunma 5£a$emeuts

':-_'-The mmm ied enfily, Natrabri Power, Lumi&é sells Ll?{ friily 1o & 332]{., 3 rusromef dml has Country Energv @54 mgle céehior S
- The Econonic Entity does ol have any erzer rzadrulai LredJi mk EEDUSILE 10 A0Y szngle debmr ot i,mu p {%eb m‘s uuéer ’
fsmmal mstrume;ns emered mm by 11 _

e _{c) Net i*air Vaiues L

-._Mmimds {md &balsmplit}ﬁs useé in éeiermmmg neL fair val[se e

o ..'.i"or :x&sess arad olher imbﬂmes, fhe 1361 falr miLe approxmza[eh fhelr catrying mlues Ieey financial assats and fszmncnl Habilities ©

:._are.r.e.adzly fraded on organised markets In stangardised form, The Economic Entity bas Ao fzsla;_lggal__@sezg where the carrying
""am{mm‘ exceads ne Fair villes At balance date. The aggregate ned fal valaes and casrylng ameunis of fnancial assels and L
f ingagial H al)l 11193 ate distiosed in me Statements af Fmanc za,l Puszimn and i in rhe nnz &5 w and ?mmng pd,rf af the {mcmcmi
33t?temen25 . ' : s

'---_{d} Derivative Financiai Znstmments

The L( ohemic Lniiév used demdiwe { irsgncisd struments & the normal Course of blsiness B order 1o hedge exposure 1o -
 fluchustions t miem! rale. - R . TR B
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e Financial Statements for the year EHQEd 303{2 ne 2 005 (conti nued) -

.".__"-l\eie P Segment Infﬁrmatien o Do ) _
N -..___'_'-Fhe Eumnm;f Enfm ﬁyergées m Mstra m end in 1319 ener% mt and j,as inelisisy. '

'-Nt}ie 23 - Supemnmatian _ e B L U
e f:mnfmm Enfity makes contributlons based on each ezuployee 5 sazism' [t perannuahom pia,ns that prml(}e gl pényees
LW 1131 Denefzis (m 2’62 uemem in a ordance \mlh rhe reqwremenls of s pemmumtwn guaraniee legtsleﬂfm )

-_"-.".Nofe 24 - Cammizments for. {:xpandiiure R . . . I R
The Econonc Enfily 15 required 1o outlay lease renhls 416 10 meed sninitnlan, Lonmmled expendnure reqwremems . ﬂld.lf%fdiil '
_"{,urzeni rights of fenure 10 exploration fenements. These obligations may be subjegt (o, reslegozmimn, mmay e fartsed oyt or ©
- '.mdv he re]m(;é;shed di‘l(ﬁ lza\fe m}r bem prmfzde(i fc}r i me flmmtlai 52a$emems aml are due ERER
- ilwnumic Entxi}f e Parez_l't Enlity © -
' 2005 2004
8000 -

L Within welvs. mmni S _ SRR e . A . ShAM

"--_'E\m&]xe tnonths of torger and u{Ji ionger timn B ¥edrs

' '_ o Operating wratmcls )
T Mirdmgts payments undar FLL- ({mcelldble (E}DZM,{ fs .
s ac Cordng 14 ihe 1zme expeaed fr e dpse 1 me Lxped ie(i ddle_ .
--..ﬁ{ payment o
" Kot later. ihdu 1 }edr o _
) ':Later than 1 year and tof fater i 5 ¢ vears

"-:.Nate 2 - Caniingent Liabilities N
'..Bankus gmrmiees issoed for fumlmen{ {.‘rf ohhgatlans Lﬂdﬂi‘ )
" exploration Heences sig operaling COnlracs sequred by 4 .
“charge over tent deposits lodged with the bankers.
. Termingtion benefis payable irz'certa'm cirgumstances ir_z :
~ghLordance w;éh 5emce agreernents with Ditectors:-.
.. B} Monon o




- The Pasenl Enflly kas enfered lufo g Deed of Access, idempity and instrance with each of the Birectors and e Secrafary/ -
_"."{_:hief Financial Officer of the Company, Subject to the Corporations At 20, the Deed provides gn indermnity in respect of Lo
lighility eact: Director and the Secretary/Chief Financia! Officer may incur i relation fo the conduct of he business or affairs of ;
ihe Parent Entity, acts {.ar'{_;missiqrz__g:_f_ eaclnf the Directors and the Secrelary/Chiel Fingncial Dfficer In refalion to the business. L
- 0f &lfairs of the Parent Entity or the performance, manner of perfonnance or fallure i perform the Direclors and the Secretary/
N Chiel Financial Officer respansibiiities in relation fo the business.or alfairs of the Parent Entily, in each case I the period e
T during which each Directar (respectively) and the Seq reiar;,’Ch ef Fmamml O{fiLf'i' hoids Qéfzce as e Usrector or Secretar}, Chief
F mancmi (}f{s( er of ihe Parent Enfly. | ' ' ; h

Nate 26 - inzeresm iR Joint Venzures

:':"-_The Econemic Entity has the following paricipating interests i join! \»ﬂllll[i’&‘b mm prmupai Activities {;ﬁ oil. ;md gds o
- gxploration, The joint VeRuIes aie m}i 5epamte legal mzmeg clﬁd are. con{recrz,m armngemenis heiween tlze paﬂi(,lpdmb f(ji’ the A
".'shcumg of Co8ts and aui’put : -

Percenmge Znteresi

_ Ecanamic Lntity Parent Entily

: ".:PEL 6. Joint Venture, Buwem Surer Basin, I\éSW

._:-PEL 238 Gumzedan L{Jdl bednx (mﬁ mmi Xemure G;jrmedah
* Basin, NS‘A e ’ '




AR earended 30 June 2005 (continued)

~ . Dlating the vear the Elconmmf Enflly incregsed ifs nterests i PEL 238 {}Lmne(}ah Coat Se‘am Gas Aoinf \fenisre from b5 percent
"o 25 per cent, Sls?}sequenz ;0 b«icmc,e daie fhe i:c ozmuc i:nii ) 21as ac,iue\*ed Hlﬁ requssne e!ependuure ;o lt’lCI’eaSE ns_mteresis

i} -{;urtenzi...Assets

:'.._:_Cas_il o

- Recgivahle o
:'.'._:NenCurreniﬁssezs Sl
'_'__'_':Exp]umtmu expendzisre ulcmded in Note 8)

.: Ewnomic Entxi}f. _
- _21}94

- "."_'_-Tatai Asseis

T Nel Assels R




'.'...Nate 27 Events Otcurrirzg Af{er Repartmg Daza L B T

. 'E here Bas nod arisen in the ferval smce 30.iune 2063, cmd G i, fhe ddz‘e of fhis reporf any mat 2t ] hat i the ppinion, 0{ e
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 progran, were terninated as the Parent Ealily slected nod o, f,ommue wzéh 1he W mk pmgmm du9 v, the um,ef amz; arising
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fully pald ordinary share for every 3 shares heid on 11 0¢ tober 2005 al 13 cents
28,023 mlh ;he 135113 of appmxuualel; 84, J8/2 :Jé full; pdld z}rdlrmrv shares snl)]?(f 50 :
rniemenrs ST '

(> esezns !mw noi heelz brom,m m aaoanz dt 38 sze 2{}8‘3 :
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___"-Addl{mna,l 1rz£ommimn zracizlded el a{ wrdan(,e milz Llsruzg Rules of the Auazm tan Sz’mL Exc harzge Lmuled
N SHAREHOLDINGS 7 e e R
'----._mmbutm af sharehaiam a8, di 1% September 2005 _'

. ST T e - "...:{)r{i;'_zmry
.'_Su.e of Hf:idmg ) . - Nuitiber af iméders. . fS_h_a_r_es Held -
YN . O A

1 Bf)l-wo{}%}ﬁ B EEERE e e067
5,001 10,000 - SRR L B4R
10,001 = 100000 . 0TS 42436018
100,001 - over ' 280 207,174,685

2371537

: 'ma :.lmr?hﬁéders ;mu iess tha,n ] markembée parc el

Tﬂp Twenty Sharehalders as at 15 September 20&: 1_ -
.__..-_Shareholder T _ Jf _ ;
- Tricom Nosinges Pty Lig (LPG A/C) - . AN '_""-_'253__}{1'?,?63._'1 .
" Davd W King " - _ o asanEs
" Denais.§ Morion e _ 18413335
" Douglas GBatferaby AT PP D e 18413335
- BBC Global Services Australis Nominees I’Ly Ltd - : -10,582,223
" ANZ Nominees Lmited {Cash Income A,{“} - o ' 1023861
+J P Morgan, Norainees Ausiralia Limited " . 15,825,000
."T.hre__e Crowns lovestiments Pty Limited o : ' e : S 5422,222 -
.. Merrifl Lyneh (hustsaia) Nommeeb Py bid - L 3,981,861
" Reandes Sangich, - o 2,636,201
“Pine Street Py Lid {?me btreet 1\@} o .Z 2,380,600 7.
* Fuloughby Py Limited TS0
"-._'_'biawy Andrew Rad{m{i S X L
athibe Py Ll (Ryan, Farmh No 2 A,CJ _ ]
._thwnd Nominees Lzmlted R ."'_:_i_,{z'ﬁi,ZE{}
Philip Harotd Lewis . 1 660,646
'-..._'Cmm; Financial Ply Ltd. LI . g
Eguity Trustees Limited (ACF Luweii Resou;ces Fzmd) 1,457,556
.."_‘:R\,dn Superasssation Nominees Pry Lid ERERRE 1,408,166
- Geared Investments Pry Lid (ivesianent A/C) ' 'z 391667




"'-_32 QPTmNHomzNGS e

o Distrxbmson oi’ Optienhmders as at 15 September Zﬁﬂa -
50 zenis. Expiring 1 December 2005 Optisms e T R,
- Bize of Ho {ﬁmg S Number of Holders -~ Optigns Held

00T B000 L S e 0000

010000 Lmanr
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