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Dear Shareholders

I am pleased to present you with Metgasco’s first annual report

as a publicly listed company and to tell you that we have ended

this year on a very optimistic note. As you know, the Company

was formed to explore for, and develop, coal seam methane and

conventional gas resources in northern New South Wales.

Since completing our maugural drilling pregram,
we have quadrupted our estimate of the gas rescurce
loccated within PELLE from 1.087¢], as described in our
December prospectus, o 4.8Tcf, Drifing has confirmed
the presence of very gassy coal cver @ wide area and our
work program to date indicates that we are wail on track
te undertake comemercial deveinpment of this resource
over the naxt 12 maonths,

Five ool oroduction wells have been completed

and are being de-watered i establish flow characteristics,

tam pleased to report ¥hat early resulls are encouraging.
The Company has retainad independent petroieum
reservoir engineers, Malkewicz Mueni Asscciates of
Denver, o review the Metgasco project as a precursor io
reserve certification. This review has identified a number
of alternative approaches which Metgasco may adopt io
imgrove well productivity, Additional appraisal drifling o
confirm these oredicted cutcomes is already in th
olanning slage.

Engineering phanning for the gas fired electricity
generating plant s well advanced and we expect {0
commission it a little over fwelve monihs from now, We
have commeanced the formal planning approval process
and will have complated the front end enginearing
design for fhe proiect by the end of this calendar year.

#s we set cut in our prospectus, this power prejec
is infended io crovide cash fow to enable us 1o establish

reserves sufficient to underwrite gas sales agreamenis,
Preliminary discussions have been held with a number
of cotentiat customers aver the past six months,
our Board recegnises that the Company has a wide

group of stakehoiders, These include fand owners on
whose land we cperate, local regulatory authorities, cur
suppiers and the community at targe, We are vary
conscious of the need to ensure that alf parties are kent
informed of any Metgasco activities that may affect them
and aisc to ensure that the Nerthern Rivers comsmunity
benefits from our presence. To this end, a2 number of
public guestion-and-answer forums have Seen heid,
as well as a meseting with the representatives of the
MNorthern Rivers Regional Davelopment Board. | am
hapoy te regort that we have been well received. We are
keen fo develop deen roots in our local community and
actively seek to utilise local staff ang coentracters where
possible, As Metgasco develogs, the Company will
endeavour to 2uild upon cur existing positive relationship
with the local community.

This has been a year of soiid accemplishmeant.
The Company is managing iis driling, appraisal and
deveiopment program with 2 small, fecused feam of
management and consultants, We are forfunate e have
assemiled such an experianced and effective ieam
and | would like, ¢n your behalf, to congratulate them for
their efforis and achievements over the past vear,

DR PETER POWER, CHAIRMAN
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Natural gas present!
accounis for around

20% of Australia’s primary
enargy demand. Demand
in the eastern Australian
gas marke! is forecast

o douiie cver the naxt

20 years, Metgasce is
well placed to supply gas
io meetl this demand.
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Oriliing has confirmead

the presence of very
gassy coals in PELIG

with a high gas contenf of
between 9.9 boikm< {high)
and 7.9 beikn® llow),
Metgasco has estimated
gas in place in PELLS of
over 4,000 P, This is a
substantial resource with
the capabity of sunplying
the gas neads of NSW for
the next 30 years.

Bl

.

FORECAST GROWTH IN NATURAL GAS DEMAND

i i maet this demand.

i e piaced 10 SUDRNY gas







outh-east Queensiang
and north-east MNew South
Wales are Australia's fastest
growing regions, Their
comikined population is
expected to increase from
an astimated 2.65 mifion
in 2004 1o 3.7 miliion
by 2026, From 1999 to
2004, the Golg Coast
city pogulation graw D
3.5 percent - almost
double Brishane's growth
rate of 2.2 percent, The
Hfestyle shift towards
coastal iiving looks likely
i0 condinae and demand
for enargy is likely to grow
at a similar raie,

& ARMIDALE
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Metgasco is one of the
closest gas suppliers

{o this fast growing regicn.
Itis clese to gas pipeling
infrastruciure and power
transmission networks,
Metgasco is daveloping
projects o serve the energy
naeds of the communities
in northarn Mew Socth
Wales and south-eastern
Queensland well into

the future.

s BRISBME

"ol SURFERS PARADISE

Tasmar: has el
tatricity demand within
0K radiug of the dridling
0I5 ABOMW and i
o growe Dy 200

HUast

oy 2010,



COAL SEAM

METHANE RELEASED FROM CRAL
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Coal seam methane is natural gas

Coal seam methane is used like any conventionat gas
solrce for gas cooking and waler heating in homes and
dsinesses and as a clean scurce of energy for industry
nd power ganeration. Coal seam methane is formed as a
y-product of the gaological formation of coal seams frem
rganic matter. These seams are typicaily saturated with
"Tef and gas, both of which are held ente the surtace of

y the pressure of baing buried deep underground.
Be ause of natural frackures in coal called cieats, coal
seams have g large internal surface area. This means that
coal can hold many times the volume of gas than
conventicnal sandsione resesvoirs,

[

Qoo

E

L”J

How is coal seam methane protduced?

In Metgasco's projact, in order fo produce gas, & wel
is drilled i 2 depth of approximately 600 metres, By
curnping water cut of the coal seam), the presswrein itis

owered and gas and water move through the cleats to the
well bore. As water production declines, gas production
increases. Af the surface, methane and water are
separated. The gas is coliected and piped te a central
compressor station, Ur“hl the power project s in operation
in Casine, gas wii be fared from the Metgasce oroject.

Production from a wel mizst be continuous because, i
halted, water wilt re-enter the seam and dewatering must
pegin again,

Cne w
Al the

vigsat impach,

REDUCTiON
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Clean air

The guality of gas from PELLE is extremely high,
with a mathane content of over 98% methane (CH4;}
and iow levels of impurities,

Clean water

Water extracted from the ccal zeam iz handied in an
envircnmenially scund manner. This water is not from the
shallow water fable, which is approximately 10-15 metres
batow the surface, butis exfrac"‘ed from coal seams at a

depth of B00-600 mefres. The guality of water frem a

CSM prodect can vary from drinka b io saline depending
on the project. Bvaporation, re-injection inio deeper
aquifers, flows infc natural drainage or local use have al
been applied to water gisposal from CSM projects
ovarseas and in Australia. Metgasco has buiit a hoiding
garn on site to refain water from its test preduction
program. Water from the Casing project has been tested
and is classified as being of suitakls guality for
consumption by sicck {slightly to moderately salinel.

Reduced greenhouse pas emissions

Coal seam methane is considered a grean energy
source despite being a carbon based fossil fuel. Australia
produces one of the highest per capiia fevels of
greenhouse gasses in the world because most of our
electricity is generated by coal, Gas fired power emits
arounrd half the ameunt of greenhouse gas of coat fired
powear. The use of gas for power generation accordingly
reduces the amount of greenhcouse gases released into
ina atmosphare, The NSW Government is encouraging
investrment in gas fired gower through fhe NSW
Greenhouse Benchmark Schemre, which reguires
mandatory reduction in greenhouse gas emissions.

GHEENHBUSE GAS EMISSIONS
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The past year has been one of rapid progress for Metgasco.
I am pleased to report that we are well on the way to meeting
the objectives set out in our December 2004 Prospectus.

Following our successful listing on the Australian Stock Exchange
in December 2004, we immediately began the preparatory work
required for our pilot drilling program. Drilling commenced in
March this year and this first stage has now been completed.

Over the next 12 months, we expect to make the transition
from “frontier explorer” to “gas producer”.

Qur primary goat is to esiabish the Company as a
successhif financial enterprise. In order o achisve this
goal, we need to develop the gas resource ideniified in
PELLE and to capiure the business opporiunities for this
rescurce. To this end we have undertaken considerable
expioration and appraisal work within PELLE, including
successiily completing our pilot drilling crogram and
re-working available seismic data for the permit, We have
rrade solid progress with plans for a power generating
ciant iocated near Casino and are on frack for this
oroject to be commissicnad within the next 12 months,
Metgasco is also in discussions with potantial wholesale
gas customers in New South Wales and Queensiand.
Metgasco is in the process of examining options for
transporting gas fo Quesnsiand and connecting o that
State's gas network. We have recently retained an advisor
te assist in identifying an optimal pigeline route.

Exploration Aetivities

The Clarence Morgton Basin has significant
hydrocarben polential and the Mew South Wales part
of the basin is widely recognised as being relativaly
un-explored. Metgasce hotds 100% rights to PELIG,
which is a tenement covering 833 square kiomelres,
Whilst we have made good early progress on developing
the coal seam gas resource in PELLG, from an axploration
perspective we have tarely scraiched the surface,
Over the coming year we infend to underiake additicnal
drilling 1o "prove up” coal seam gas reserves and {o
evaluate the conventional gas and oil potentiat of PELLS,
Our pilot project is lecated south of the fownship of
Casing. Itis approximately 70km from the Golg Coast
gas grid and is well located to provide energy to the fast
growing regions of northarn MNew Scuth Wales and
southern Queensland.
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Coal Seam Gas

The Company has now completed ifs intial pilct
oroduction drilling pregram. This involved the drifing ©
five production test weills and one pre-coiiar hole which
was drilled o a degih whare i coulg be later compleied
Lsing a coring rig to coliect gril core samples for further
tesis, The table below summarises data from welis
driled to date.

The preferred drilling approach for these vertical
wells was o drill to the foo of the coals and then to run
and cement production casing. The coals were then
dritted and under-reamed, and a pre-perforated liner
was run across the coals, A pump and tubing was then
instaied and dewstering commenced.

The pifot production wells are currantly on preduction
test, This has mvoived drawing water out of the coal
reservoirs and monitoring water and gas flow rates several
times during the day. The acquisiticn of this data has
aliewed the Company to evaluate well performance and
assess how well performance rates can e improved.

The Company has retained Denver based
independent petroieum reservoir adviscrs, Malkewicz
Hueni Associates ("MEA"), to review the project as a
orecursor to reserve certitication. As part of this review,
MEA has undertaken well simulation modeiiing an

S
i
e
RIS
A
L
P, i
S

sensitivity testing 1o avaluate alternative develeprment
scenarios for the field. The construction of thase
deveinomeant scenarios has identified various alternative
approaches which Metgasco may adopt o improve well
productivity. The driling aciivity completed to date has,
ingethar with technical reviews, generated suificient data
io alicw the Company to be sufficiantly confident that if
can undertake commercial devatopment of the Walloon
Coal Measures in the area of PELLE. Over the next
& months, the Company mntends to snderiake additional
griling and to pursue independent certification of
FESBIVES.

Another area in which significant pregress has
feen made has been in the assessmant of the quantity
of Gas in Place ("GIPY) present. Folliowing 2 review by
external consuitants of available data from both previous
expioration work and the current pilet groduction drilling,
the current GIP estimate was upgraded from 5.14Bcf/kkm?®
10 petween 789BCHKM” and 9.98Bcf/Km®. The acqguisition
of further seismic data and reprocessing it has, fogether
with orevious drilling, allewed the company o increase
the GIP estimate from 1.05%cf fo between 3.8%cf and
4.87ci, This is a substantial volume of gas with the
ootential to supply the NSW gas market for the next
30 years,

KMAC-03 053,058 sl HE0 H Filiit Frodicticn Test
MAC-14 16805 Dttt prsmal [ 5 Filiit Frodicticn Test
KMAC-AE H485.05 Dttt prsmal HE0 5 Filiit Frodicticn Test
KMAC-AE 295505 Dttt prsmal til il Filiit Frodicticn Test
MAC-A7 L0605 Dttt prsmal HE0 #4 Filiit Frodicticn Test
KMAC-04 2186.05 Prie-Caliar LEFS 1k MEasied Cased & Susperded




FLARING GF GAS AT CASING

Conventional Gas and 0l

Yhe Company believes that PELLE has significant
conventicnal hydrocarbon potential in addition e the coal
seam gas resolrces idenified fo date.

The Clarence Moreton basin is aporoximately 2,500m
deep and PELLS s located in the area of the mid basin
high. Stratigraghic uniis lower i the sequence have known
lzteral ecuivalends in the Surat 8Basin in Queensland, a
number of which host commercial oil and gas reservoirs.
To date, there has not been a single convantional
sxploration well drilled for il and gas in PELLS, During
the year, Metgasco completed the re-processing of pre-
existing seismic data. Interpratation of his re-processed
data is currently undenway and ndial results ndicate
that viabie drilling targets may be identified.

# decision on the most appropriate way of festing
any targets identified wil be made once nterpretations
are compieted and evaluated.

Power Development

The Company has commeanced the formal planning
orocess for @ power generating plant in the Casino
regicn of northern New Scuth Wales, We are working
closely with cur engineering consulianis Barns and
e Worley to develop delailed enginesring designs and
fanning schedules o allow for rapicd develeprment of
ower generation faciitias,

The develepment of a power generating operaiion
in the Casino regicn has important imglications for the
Company. 1t will allow us fo generate cash fow from our
significant coa! seam gas resource. This will enable the
Company o use internal sources of capital to develop

L

o]
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its resources fo the exdent that larger scale activities
gither irr cower of gas sales can be contemplated.
These activities would be on a more significant scale.
The genaration of power into the area wit also solve an
emerging protlem in the region, which is currently
BXoEnancing supsly consirainis.,

Management

The Meatgasco team has managed our pilot driling
program: i an exemplary manner. As part of the project,
ihe team has consulted with local langhaoiders, local
Council and the New Scuth Walss Depariment of Minerals,
Iy addition, we have held s number of open community
consuliation meetings e ensure that the local commiunity
is fuily informad with respect to operations. We have
complied with all statutory and envircnmental obligaticns,

The Company maintains a strict cash flow budgsting
regime and uncertakes defailed forward planning o
ensure that we are able to effectively manage our growth
tnrough this critical stage of the Company's development.
The Board recently approved a detailed strategic plan for
the Company for the naxt 12 months. in addition, the
Company regularly reviews iis risk management, financing
and contracting sirategy.

We ars committed to delivering commercial gas
Hows from PELEG, obiaining defined reserve estimates
and negotiating, buitding, firancing and commissicning
z gas fired power plani at Casing, We are fully aware that
tha successiul completion of thase tasks wilt reguire a
High leve! of focus from management.

We look forward to reperting on pesitive develooments
i the coming year,

L}

DAVID JOHNSON, MANAGING IRECTOR
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Br Peter Power 8.5¢, PaD
How-Erenutive Shalrman
Appointed: 12 September 2002

Or Peter Power has aimost fifty years experience
in hydrecarcon exploration worlidwide, in senior
rmanzagament positions with major internaticnal
companies. He was previously Managing Director
of Ampolex Limited, oricr to s acquisition by Mcbil,

Or Power was the foundation Head of Geology at the
Western Austraiian Instituie of Techneiogy [now Curtin
University). He was a member of the Bureau of Minera
Rescurces Review in 1984 and the Australian Geological
Survey Organisation Review in 1993, a membear of the
Adviscry Counc# for the Naticnal Centre for Petroleum
Geology and Geophysics from 1985 .- 80, He has served
as President of the Austraian Geoscience Council ang
as a counciller and Chairman of the Australian Petroieum
Production ang Expioration Association, which has
awarded hirr both the Lewis G. Weeks and Reg Sprigg
Gold madals and honerary #fe membership, He has been
a consuitant since 1997 and is currently a non-executive
Director of Petsec Limited.

David WG Johnson 5.asp.5c(Genlogy), MBA, MAusIFM
Managing Birecior
Appointed: 23 June 19949

David Johnsca has twenty years experience in the
mrinerais and pefroleurm sectors. Mis initial experience was
working as a field gaologist in exploration for gold i the
south west Pacific. Subseguently, he worked = Australia,
Africa, Naw Fealand and Seuaih America on a range of
commadity types, Betwean 1992 and 1996 he aiso
worked in corporate finance for resource related projects
and companies, Since 1596 Mr fohnson has worked
mainly i the area of project generation and development
inckiding that of the coal seam methane petential of the
Ciarence Moreton Basin,

Glenda McLoughlin .2c, Maa
Ghiet Financial ificer & Company
fpnointed; 29 April 2002

Gienda MclLoughlin has over twenty years experience
in invesiment Danking, management consulting and
industry policy working in Ausiralia and nternationally,
Most recently she was the Mead of the Ulilities ang
Infrastructure groug of Barclays Capital, the invastment
banking division of Barclays Bank pic. Pricr o this
Ms Mcloughlin was a Vice President of international
investment bank Morgan Stanley, basec in Metbourne
and Singapore. Ms Mcloughlin has compieled over
%8 billion in advisory assignments and financings and
trings specialist skitls in corperate financial advice and
deb? and equity capital raisings. She has been invoived
in rmajor energy sector transacticns and has provided
financial advice to corporations ang Governiments on
enargy sector restrociurings, acquisitions, divesiments
and financings. Ms Mcloughiin is currently a non-
executive Director of Bk Pefroleum.

Banratary

Rick Wood B Eng(Mining)
Bireetor, Enginsering & Gparations
Apnointed: 1 May 2004

Rick Weod has cvar thirly years exgerience in
engineering and operaticns in the upsiream off and gas
industries. Mr Wood spent 18 yvears with Esso Ausiralia
Limited inciuding drilling, producticn and proiec
assignments in the Bass Strait, USA and Japan. He
subsequenily jicined Ampolex Limited. As Ganeral
Manager Operations for Ampciex he completed a number
of major assignments including the planning and
deveiopment of the Lufung ofishore petroleum fieid in
China, the develepment of the Wandoo offshore gefroleum
field in Western Australia and acting Joint Venture
representative for the devetopment of the Kutube ol
field in Papua Mew Guinea, Since that fime he has acted
as a project management consuitant for 2 numbar of
comparies including: ExxenMobil Corporation; Hitachi
Zosen Cerporation in Japan; ROC Gil Py Ltd; Worley Lid;
and Keppe! Energy in Singapore. Mr Wooed is currently
non-executive Chairman of Elk Petrolesm.
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Your Directors

present their report on
Metgasco Limited

for the year ended

30 June 2005.

P
#
Z

FOR THE YEAR ENDED 30 JUNE 2005

Directors
The following persons wers Directors of Metgasco
Limited during the whole of the financial year and up o
e date of this regort:
Dr Peter Edward Power
Mr David William Granger Jehnson
Ms Glenda Ann McLoughlin
WMr Richarg Orrme Wood

Campany information

Metgasce Limited is a company limited by shares
which is incorporated and domiciied in Australia. The
Company was incorporated on 22 June 1999 and
converted te a public company on 28 June 2002, During
the past year, the Company Decame a publicly traded
company on the Australian Stock Exchange.

Principal Activities

The principal activities during the year were
investrnent in hydrocarben exgioration, aporaisal, and
development (principally coal bed methanel,

Operating Resalt for the Year
The net resuit of operations was a net loss

of $899.640.

Dividends

The Directors do not prepose to pay a dividend in
respect of the year endec 30 Juna 2008, This is in #ne
with Prospectus forecasis and disciosures,

Review of Operatiens

expioration, appraisal, development and producion of #s
coal seam: methana preject in nertharn MNew South Wales,
where it owns 100% of the rights to PELIE located in the
Clarence Morsion Basin, Further details of operations are
incluged in the Managing Director's Review of Operaticns.



Capital Structure

During the year, following shareholder agproval,
the existing capital of the Company was restructured from
50 cents per shara to 20 cents per shara. This rasuliad
in the issue of additional shares o existing shareholders
as at 20 Octeber 2004 in proportion o the 80 cent
sharas held at that date. Al the date of the inifial public
otfering thers were 40,000,000 crdinary shares on issue.

{r the 16th of December 2004, the Company issued
25,715,000 shares, raising $8,143,600,

During the year, the sharencider meeting approved
the issue of 14,561,865 options to Direclors convertibie
at 30 cents on or befere 30 June 2009, An additional
2,000,000 cptions convertibie at 30 cents on or Sefore
A0 June 2008 were issued to Taylor Collisen Nominees
Pty Lid on 15 fanuary 2005 as part payment for breking
services related to the Company's initial public offering as
described in the Prospecius dated 11 MNovember 2004,

Significant Changes in the State of Affairs

During the year ended 30 jure 2005, Metgasco
completed its pilet production drilling program at the
South Casing iocation.

Significant Events after Balance Date
There have been no significant evenis after balance

Likely Developments and Expected Resalts

Metgasco expects to complete the grilling, dewatering
and production test stages of i#s Scuth Casine Project. It
then expects to obiain an indegendent assessment of gas
reserves achieved from: this drilling program. Reserves
froms this pilot driliing program are to be used to supoly 2
oroposed L2MW power project located near the town of
Casino i New Scuth Wales, In the opinion of Direciors,
further disclosure of information regarding soterdial
developmenis in the operaticns of the company is likely to
orejucice the inferests of the company, Accordingly, this
information has not been inciuded in this report,

The Board wii continue o raview ootential areas of
activity that may create adgitional vais to the Company.
The Board will keep sharehclders informed of any
significant developments.

METGASCO #3005 ANNUAL RERPDRT
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Proceedings on Behalf of the Company

Mo proceedings have been breught o intervenad in
cn behalf of the Company with leave of the Court under
Sn 237 of the Corporations Act 2001,

Environmental Regulation and Performance

Exploration and deveiopment activities are subiect to
State and Federal laws, principally the Environmental
Protection Act and asscciated regulations in NSW,
Meigasco has a policy of complying with its
envircnmental perfermance obiigations and doring the
reporting pericd there has been no significant known
treach of the Company’s licensed environmental
conditicns.

Meetings of Directors

The number of meetings of Directors held during the
financial year endad 30 June 2008 and the number of
meetings attended by each Diractor wera:

Attended Heid
P Power 10 16
& Johnson i0 16
G MelLasghiin i0 15
R Wood i0 15

Retirement and Election of Directors
Al Directors have acted as Directors of the Company
for the whole of the financial year under raview,

Indemnification and Insurance of Directors
anif Officers
Curing the year, the Company previded Girectors’ and

Hicers’ Liabiity Insurance to #s Directors and Company
Ofticers. The insurance poiicy has a lability dmif of
42 millien on any ona claims and in aggregate. The total
amount of the insurance premium: was $17.850, with an
excess of $50,000 payable by the Company and nil 2y
ihe insured person.

i1



Birectors' and Officers’ Remuneration Report

YThe Board is responsibie for determining and
revigwing compensation arrangaments for the Direcior’s
and the execufive feam, The Board assesses the
appropriateness of the nature and amount of
remuneration of Directers ang officers on a pericdic
basis by reference o relevant market conditions.
Remuneration and other terms of employment for the
Managing Director and certain other senior executives
are formakisad in service agreements, All Directors

Betails of Remuaneration

FOR THE YEAR ENDED 30 JUNE 2005

and empioyeas have the opporiunity to qualify for
participation in the Employes Share Ownership Scheme
which grovides incentives based upon share price growih,
Details regarding the issue of share oplions under the plan
are provided in the Prospectus lodged by the Company
with ASIC and dated 11 Movember 2004, Ne Director has
any interest w1 any contract or proposed coniract with the
Company as at 30 June 2005 ofher than employment
agresments as discussed below,

Detaiis of the nature and amount of each element of remuneration of each Direcior of the Company for the year

ended 30 June 2005 are a5 follows:

Annual Remuneratios Equity

Director's Fee Salary  syperannuation Shares No of Option Value Tata
Mame % % % % Gotions 3 3
P Power 17,393 1.b65 4,480,575 0 18,958
& fohnsan 99,388 8,945 80,000 4 480,575 0 188,333
& dicloughlin 84,4320 7,603 120,000 4,480,575 0 212,083
R Wood 74451 6,705 37,500 1,120,144 0] 118,660
Total 17,393 Zh8,319 24,822 237,500 14 541,869 ] 538,034

Details of Employment Agreements

The Company has entered nte Employmeant
Agreements with David Johnson {Managing Director),
Glenda Mctoughlin {Chief Financial Offcer and Richard
Wood (Directer, Enginearing and Operations).

Fach of these agreements is for a term of three (3)
years and cannot be terminated by the Company without
cause ¢n less than tweive (123 catendar months’ notice or
oayment in deu therof,

The remunreration payable under these agreements is
as fofiows:

David Johinson - £200,000 per annum
Gienda McLoughlin - $170,000 per annum
Richard Wood - $150,00 per annum

Plss statuiory superannuation contributions.

Corporate Governance

in recognising the nead for the highest sfandard of
corporate behaviour and accountability, the Direciors of
Meatgasco Ltd supgort and have adhered fo the principles
of sound corporate governance, The Company’s Corporate
Governance Siatement is contained in a iater secton of
ihis Annual Report,

Signed i accordance with a resolution of the
Directors.

DR PETER POWER, CHAIRMAN
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-...Revenues from ordinary activities -

- Loss from ordinaty activities before incoms tax expense...

" income tax expense relating o ordinary activities
. Loss for ordinary activities after related incore tax expense

- Net loss

898,640

_'-[\éet lpss attributable fo members of Meigasco Limited =~~~ 7

. :?he_a;cg_m_p_anymg riofes form. bar_z_ of these financial statements.

T esesan
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“FOR THE YEAR ENDED 30 JUNE 2005

Gurrent Assets
- Cash. assefs - - _

:"___'_'Secunty Depw_t__s - 81,087
_-__.'F:‘repaymen’ts..'--- ’ o L L L L S ......':_9?,195__”"- e
. Receivables 5 229,828 20812 .

TOTAL CURRENT ASSETS ' _ 3121092 21169

. _'_"-Non Burrent Assefs e L

- Exploration and evaluahoa expenm!ure. o 6. 2506481 . 2,588
Fixed F\SSQVS o e o g .”-.._81,948__._..:'-. R

" Security Depasns 80,000 =
~ Total non current assets 2,668,429 437,888 -
UTOTAL ASSETS 5790421 459,057 -

_'-.:'Gurrentiiahiiities . e
._'Accouzts;&ayagle CULB 899,648
" Total current liabiiities

_3'?oza|'|iabi§fties . ey

. -Contributed- equaty ~10. - 5,727,154 . _
__:"_'Accumuéa‘ied pmfits {losses) o {936,381) (36 ?413

-The accompanying notes form: part of these 'a{:__co_u_zz_ts_._ ';
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: Cash Fiaws me Qperatmg Actswt:es Sl T
- Payments fo suppliers. - L 1,107,494,

' .."..:'_i_nr.emst received o o 128,083
QST Paid - - {206,807)
"".'interest Faid " . - :

- GST Refunded |~ e TEBG24
..Debtors collection - .- e ' 10,026 -
'_""Net movement Creditors "{58,521) i
:-"'.?OTAL OPERATING CASH FLOWS o (1,159,493

33_8ash Flows From !nvestmg Actwmas o
T Expendifure on explarat o (1,337,068} -
.. R & Dgrangreceived. L e T 114,535
- Security Deposits . . . . : {135 067)
" Fixed Asset expenditure (84,985) §
-TOTAI'_IINVESTING CASH FLOWS (1,443,582) (200,896

-"_'-'_iswe of shares . o el 170,000
"Repayment of Ioan ..(55,380) o ) '_ -
o TOTAL FINAMCING CASH FLOWS 5,316,620 125,000
- NET MOYEMENT ) S 2,713,545 (103,134}
e Cashat dstduly, 2004 T L T 357 118,491
__"'..Rec_las_siﬁcaiii}n under mining T LB, ooo}_ '_
___'_"Adjustedopenéngcash . 105491
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_FOR THE YEAR ENDED 30 JUNE 2005 -

. Statement of Acceuntmg Paizczes e
- This financiat report is a general purpose financial repor‘[ 'zhat

-has been prepared in accordance with the Corporations Act - - 3
."'2001’ gpplicable Accomt%_ng Standards, and other manda%:*gry_ s expezzd[ture a;}pilt:ablp o sueh area of mterest is wrltzen -
- professignal reporiing requirements (Urgent lssues Group & -

CConsensus Views and other authoritative pr{‘nozmcpmen?s of

" the Austratian Accounting Standards Board)..

- The financial report fias been prepared of an accrual ijac;i's '

- of historical cost and does not take into aceount changing -
-money values of, except where stated, current valuations
- of non-current assets. Cost is hased-on fair values of the -

- considaration given. in-exchange for assels. The accounting
: policies ha‘v‘ﬁ been consmtem:iy applted zznless o?hemf[se
sfated. Sl . g N

[ The maZenaI accounting polac a5 adopted by ti’ze COMPAny i
3.';-_‘the preparahozz m‘ the ‘fmanmai repozz are wmmansed belaw, B

”{a) Gash assets -
: '”ﬂ1e cash fiow statement iﬂC|i§dES as cash: -

.'{|) -cash on hand and af cali with banks ar manma]
" institutions, net of bank overdrafts - ' :

'__{i_é_) investrments In mongy marxet ms?mmen‘is wi t?z tess than_"--__ o

-4 days to matur[ty i

(b} ]n{;gmgtax . L e
~The Company adapts the tability method of tax efzecz

accounting. Income tax eupense has been caltulated on

- pretax accopriting profits atter adjustment for permanent -
 differences. The future fax henefit relating 10 fax losses is - ]
- ot cartied forward as an asset uniess the realisation of Ihe i
. bengfit can be regarded as heyond doubt. L -
“Income tax on net curmulative firing differences WhJCh

-occlr when ftems are included of allowed for fax purposes

i a ditferent period-from that for accounting is shown at the - .
-corporate tax rate of 30% in pm\nsmzz for deferred mctamp ‘tax o

. and futur«n tax, beneﬂt as agphcabl«a

¢} Explgration expend:wre ang ﬁetmiemn tenemenz Ieases

- Expendifure incurred on exploration, evaluation and -

" development of each areas of ml‘erest is accumu lated- aﬁd
~ideniified by that arsa of lnterest. . SR

_:_'”{heﬁp costs are written off ag incurred, except that they may

- be carried torward, pmwded ti’zat the ng?zts to the area {}f
_nteresz’arewrrentand

'{|) SUCH costs are Pxppcred ?o hea recoazped by success?al )
. gevelopment of-the area of inferest; of

:"-{i.%) By sale of the area of interast; or . .

-(m} exg)lorat sig! and evaluation activities izave not yet reached

& stage which pPrm fts 2 reasonahle assessmezzt af. the
Jarez of’ ;n?erest : R .

.When an ares of inferest (s abandoned or the D rectﬁrs
decide that it is not commercial any accumulated -

'_-_'dec sion is made. B S -
- Research and Developmpm grants recewed by the Campany if -
: Crespect 1o techsical evaluation of the Walloon Coat Measures
0 the Clargnce Moreton Bagin (NSW) ate offset agamsz 'rze
eferred graluation e:{pend;zure e T

. Ammorisation is not charged-on costs camed forward in respec?
~of areas of zzterest in the deveiopmem phac;e untzl prcductmn
“ommences. . T S R

A regular raview is Lmdertai(ezz of each area of interest 4o

" determine the approprizienass of c,-_arrymg mrward Posrs m
_'_relaho;z to the area o‘f mterest - S

Rty Buginess ﬁnﬁeriakmgs TR
The eompany intends fg caaduct certam gac; and- mi
. '..exp oratm a{:t i Ties N

() Revenue and expenses - B TI T

" -Revenue is recognised-on dpl;vpry of the goad OF Service to

- the customer. Inferest revenue Is recognised o the basis of _
~when the inferest was derivad with regard fo proportionality -
'_'_"of interest rates a{zd am}licab e !lme honzon assoc a‘{ed wrZh
. the investment. - P . :
- Expenses are recognised on an. aﬁcrua]s i}asvs

Al revenue and- expenses are stated on the et amozsni azter '
' djﬁsimem for app |cab1e goods emd semces tax {GST}

- {f) Earnings per share e
1) Basic earnings (loss) per siare: e
- Basic earnings {loss) per share s defermined &y dmdmg

- the operating profit after income tax by the weightad

_-average rzumber ot ord inary shares outstandlazg dzmng the

“financia year. -

(i1} Diluted earnings {loss) per share: - IRRTORRTRI
L Diluted earnings per share acjusts the figures used in

.:_determining earnings per share by taking info account .
" amounts unpaid on ordinary shares and any reduction -
“im eatnings per shate that will probably arise from the -
" exercise of options outstanding during the financial year.

" "Atthe date of this report options over unissued shates are
- not considered to be gitutive and have nof been used o ..

-caloulate diluted loss per share, -

3
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"FOR THE YEAR ENDED 30 JUNE 2005 -

. Hevenue -
- Operating activities:. L B
- interest received from othemersons T e e e e T 128 033 4,

;f;ixpensas

- Expenses from. Admmﬁtration L
- TAccounting, Compitan{:e Legal & ?rofessmnal
-:'in'surame

*interest:

" Capital raising

" Depreciation .

. ..Dirsctor Fees - e

| 290,904

98,269

TToerers T

n]ncame?ﬁxixpense - - Tl L

- Operatingfoss - . T T L S - 899,840,
~Um0mebpﬁmﬁaz30%AQQ04 30%} .mmuiﬁ'”TLLZ*-w"~nn LI 269,892 1
“Less tax effects of permanent differences (change I taxrate) T T e T e

ruture income 2ax benef;t not brought o account R e '269,892

_'ﬁs at 30 Jﬁne 20&3 the Company has m{:omwmed carry forward iax beneflzs of $28¢ 223 {2{304 $16 321 W[th respect io
o unqrecouped tax fosses of $954,042 (2004 $54,402). B R U A
.. The taxation benefits will only he ohtained If the assessable income derwed |s of a natU{e and an. amaun? sufftctem to enable the

---henefi} of deductions to he realised; conditions for decuctibility imposed by the law are C{}m;}lled wi th and there arg na changes
. in tax legislation which aduersely atipct the realisation of the benefit of the deductions. | : - :

_'Foz accounts pﬁrpases .:md i th resppct o the above the ‘company has ﬁot broughr the Tax beneit to accouni

- Receivables I L
Dther debtors, |y ff: . 10,026 _;
.. _GST refunds due 229,828 10,786 .




METGASCO 2305 ANNUAL REPGRT

25

'FOR THE YEAR ENDED 30 JUNE 2005 -

f;ExeraﬂenanﬁEvaMaﬂangxpendﬂuref~ U

.. Exploration and evaluation expenditure at.cost. : L] 2,511,103
.U Movement during the financiz perlod (at.co L R

”'Z.:Gpenmg balance - R S i . _"'-.412,_883

" Capitalised explarat on, expendamre L 2184 I__'__"'.::_'-.2__‘_33,996

'.._'_'Expleratson expenditure wriiten off on fenements

“.The company has ai {sa entered into ar agmemen‘t w'th Couaztry Energy re “Zizzg'?o the -

- Fixed. Assets _
'-.___'thce Equ;pmem (at Cost) - .
-:Less Accumulated Demecratio;z

Computer Equipment '31’385 SRR

o "Less Accumulated Demecratio;z {1,077;

30,308
11,809
ST

11,588

aLogs T

.__.._Accaunts ?ayabie ) : S
- Sundry credifors and accruals AR 999, 648 SRR

~Qther -

- Loan - Other. Company L 50,000
' “Loan from director — unsecured 6,380 - .
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_FOR THE YEAR ENDED 30 JUNE 2005

- Equity -
“..(rdinary shares . e I T
o 65 ?15 OOO ordr;zary s?zares fuily pam% o S 5,727,154 '

Balance afbeamﬂ-ing o fewrring.permd:}..__ L s5A154. T 184,154,
-+ ~Shares issued during the pefiod for cash: 5,373,000 170,000 '
---_Z'_Baiance atreporting date e e 5 727,154 0 354,154

o No.of shares  No. of shares -
‘Balance at beginning of reparting ;:}er[ad::_ e e e e T " 3,350,164 -'..'_'--.'_3_‘_,_0_1{3,164
__'.'Shafes issued during the periog: . - [ 62,364,836 - 340,000 7
'~ 20 October 2004 - resiructure .. R L 36,649,836 ..
" 23 December 2004 — public issue 25715000

___{}rdmary shares have the ngm‘ to pamc patP in dmdends W}tmg entitlement, EREREC
~. and proceeds on'the winding up of the Campany ini propottion 1o the number of shares held. ;

-84 shareholders’ meetings each ordinary share Is entitied 1o one vote when 2 aper H 15 called,
- ofherwise each shareholder has one vole on a show of %zands o :

- "ﬁls at hat ance date there were 16, 561 869 opti ons on lSSUP

_-._j'Accumuiated Lesses S . o o .
"A{:cumuZazted ioSf;es at begmn ng af the 13ermd S - . 36,741

.. Nt loss 899,640
“Accumulatad Iosses at end of the financial period 3t
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Remuneratmn af l}irectors el e
-Tha names of the D|rector% w?zo haue he d clfn{:e dmf ng the yPar arg;,
Peter Edward Bower. . . .

- Davig William Granger Jahnson -

-, Gienda Ann MeLoughiin
'chard Orme Waad-'

. 'TD?al femzmerailan fo direciors in respect of the 2005 ‘fmancmi year 15 as rol?ows

"Directors fees T e

Gzher fges

----(u} Reitremen: anzf Sﬁperalmuaimn Paymems

" There wete no amounts paid o payable in resper:t i any prescrlbed benefit dzmng the pPi’lGd hy ?he company ora feiared party o

. '-.a dlre{:tor ar szzperamzuatmn fund in cormectson wﬁh renrement fmm & prescnbed office o

(m} Execuzwe remuaeration -

. There wete no payments received or receivable by executwe officers of the compaszy or refated party for ‘i:he ma%’zagemen? of r
o _:afzalrc; of thp Pompany f}tzer thaﬁ as di sclosad m the Remuzzera‘imzz ‘SPCUOZ’Z of Dlrectow ‘?eg)ort i ?h[s dr}ﬁummt

. Augit of acoounts - S -
_:mvesmgatmg Acceuntants ?’e{JDFt in reiailon o imtral Pub ic Offer ng an ﬁ& X

"--_--.To'ial 33‘900

- During the penod undet raview, thp Companys prmm;)al actw[ty has heen thal of an expioraiwﬂ COMPany, P"eljﬂmmaﬁﬂv :
- mainfaining its tenements and carying out exploration. and-evaluation. The Company does nof darive any income from trad_mg_ ’
Cactivity and is dependent upon the. support of shareholders. for funds 1o finance its intended exploration activities. .. L

¥
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FOR mz YEAR ENDED 30 JUNE 2005

Related Party Transacimns e T
'-_'Reiated parry Transactzons have beﬂn SDt out above under Note 12

(a} Blrectﬁfs 2raﬂsaciwﬂs in Shai‘es e PRI . . . .. [ S, S e e S .
-__Durmg 1he {Jerlod o 30 }une 2‘}{3@, the shareholdws approved thP issue of the faliowmg shares 1o Direciors These shams were 3_';;

2005
Gienda Ann Mcwugm v ' - -
‘? cha{d Woad

(h} ﬁlrectars iwlﬁmg Gfshares LT B B .
... Birectors and D[recm{ relath ent es hoid dwectly, mda{ectiy o i}eneﬂ{:mily as a‘é fze repamng da‘re eqm‘{y in, 19 ::9{} 9142 :
- ordinary shares. - -

" Contingent Llabilzties And Assets

"'-:-_A? the date to which thase accounis are made izp ‘tze DJJ’E‘C‘ZE}YS are azor aware i}f any cont[zzgpm itab li?les other ?ha{z stated
5 elsewhere i the Notes 1o these accounis. 1., ™. : SRR

- Othier than budgeted expiotation and evalzsailon expend[ture on F”Ei_lf arzd remunerat ion. agreemezzta d sciased m the Dlrectors
. Raport the Compaazy daes not have any capjral commltmems - - SRR -

- Segment Repsrtmg T L y .
- During thea period, the Campany was salely |awoived m P)(p oratio{z and evalﬁatlon a{:t wnes assomated \mth PEL16 1oca‘{ed in-.
. Northersi New South. Wizles. ' : ' '

CEvents Suhsequent te Bafance ﬁate
---._There were ng agm!rcﬁnt eventﬁ subseqaen? 'tr balam:e dare
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" FOR THE YEAR ENDED 30 JUNE 2005

Gash Fiaw Statemem e
._'_'Recﬂnciiiatmn of £ash Flows fram ar}eratmns wﬂh apera%mg inss_ - AR -
- boss from ordinary activities afzer mcome tan - e L : e 83_9,640_
- Mo cash flows, in aizeramg loss o el
3.:— Depreciation 3 036 .
[nc{ease m *}rg payme{;‘[g ........................................................... {90 213) .-

— Increase in credztofs 347,03(}
....................................................... 1'159‘493

-::Basic loss per share - .
Ciluted loss per share - - L B T ) ]
_"-_Gperat ng loss atier income tax angd eammgs used in the CaiCJ|aT. o 899 640

- Weighied average number of ordmary L . : L e T
__Sna{esugedjnthecajcgﬂa‘t e F P 65'7}.5,000 3,284,208

) As descnbed in Note 10, 16 561,869 opz[ans werg 1sszzed durmg ti’ze year These L:uf‘renmai shares are not {:msmered dalezt e ancé__'_"
have ot Deen used ?o_calcu aie d:luted Zoss per share : E L k IR

Intematmnai Fmanczai Repertmg Standards {IFRS) e S - e
- Mergasco has assessed the impact of adopling Ausiralian Equivalents io infemational Rppamng Standards (MFRS) and haa tade
" an initial agsessment of the accounging policy changes that wil be required: In some cases choices of accounting policies are
“available, including slective axemptions under Accounting Standard AASE L - First-tima adoption of Australian Equivatenis o -
*rtersational Repomng S‘Zandards The:-:vP chotces have been ana ysed to de?ermme the mc:{;'z appmpr[ate a{:{:{}unt ing po \{:y for ihe '-
Cronsolidated entity. T e T
- "The impacts on the financial statements of 1he adomzon m A ?RS wh cn arg knawn or {:an be reliably est mared for the year
""ezzded 30 sze 2005 are pmwded i}e i U . AREE : s - . :

(@) Share- hased SOMPENSALION . e e L T e e T

" \ingder A FRS, Aocousnting Standardt AASEZ Share Based Pavment is an expense whi ch is recogmsed in the statement of fmanmeﬂ T
“performance for share-hased compensation granted 1o an emploves or a Directon. The share-hased compensation is measurad by - .

" reference to the fair value of the squity nstruments &t the grant date {when the terms are agreed between the employer and the
~employer) and recognised a5 an expanse over the pericds duving whickh the services are recelved from the employee vesting date. '

<A the policy required snder AIFRS has been applied during the year ended 30 June 2005 there would have been nio 1mpacr Gn--
---_C{}malidated gpneral & admm strative expensea and the correspandmg ad;ustment 0 the share-based paymenr 1RBLYE.

:"-(b}mher s P A T L S .
. '.'.'O‘Zher ‘ti’zan the above, Dased o present i{nowledge and est[matps it is ot const dered that he. adap‘hozz of AiFRS s |ke y io. ha\..re_'_ B
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_ FOR THE YEAR ENDED 30 JUNE 2005.

:______'In the Darectcr s apmwn* .

.__'{a} The fiancial sratemeezt% and notes set oul on pages 19 i 29 arg in a{:cordance wmz th Curpsraff{ms Act 2001 mciudmg

. '--Complylazg with Accounting Staﬂdards, the Corporattong Féeg{zlatgons 2{)01 and oi:her mandatory pt’()fE";SlDﬂa?

" reporting requirements; and | e e e T e e e T
.___"'_G ving a true and fair view of IhP Companys financia postt oo as at dD Juaze 2005 and of ifs ;)erformance as

. --represeniad.by the results of operations and cash flows, for the financial year ended on that date. .-

..: .%)} There ate reaso{zable gmunds to %Jel;eve that he Compaﬂy w De aiJIe o pay ltfs defts a5 aﬁd when they Deaome due azzd
’ ;Jayable o oo . . ) . e

"---Made i accordame wﬁ;h a reso Ulion of 1 i D recrors

DR P POWER, " b JoHNSON, --
' . e _MANAG NG DIREC?OR

- 23 September 2005 -
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. -_FOR THE YE}-\R ENDE?} 30 UNE 2005_.._

ItI.EI'I'

1 Have Eiiid[th the attached financial repm comprising the Director's Declar_at%on,'Statement of Financial Performance, .

~ Staternent of Financial Fosition, Statemant of Cash Flows and notes o and forming part of the financial statements of -

- Metgasco Limited for the finan{:]al yearended 30 June 2005. The company’s Directors are responsifzle for the financia reparr
“and accompanying information. | have conducied-an independent audlt Qf T}IS rmancmi repori’ 50 85 10 express an opm on on.
it as required by Section 715 (2) {c} of the Corporations Act 2001.. LN PPUUE :
.My audit has bean conductad in accordance with Australian Auditing atandards to pr{‘u dP reasonable assurance as to
“whether the financial statements are free of material misstaterment. My procedures included examination, on.a test DaSIS,_ .
~of evidence supporting the amounis and ofher disclosures in the financial statements and the evaluation of accounting -
policies and significant accounting estimates. These procediures have been undertaken to form an opinion as 1o whether,

in all material respects, the financial statements are presented fairly in accordance with Australian Accounting Standards
“and other mandaiory professional reporting and statutory requirements so as fo preseni a view which ig consisten? with tmy . ’
“understanding of ti’ze Company 5 ?[;zanmal posu’mrz and 1}eriarmancp as represented i}y the resuits of its apPratrans and 1‘{5
Ceashfiows, TR ST PR SRR L
~.The aud[t oplz'zlcm ex;}ressed in. zh ig repaﬁ has been fr:armed on the above basts T e D

The company ‘s activities are those of expioraimn and development of the resource %ocated al PEL16. The abmty of the

. Company t meet ifs commitrments as and when they fall due, 1o fnance its operations a{zd C{mrmzze explorahozz and ’
'--.deueiopmenz lS dependen? upﬁn the ongomg sup;}ort of share?zolders FRPE Lo e L -

' o Independeﬂce . B, . e T L T
~-1n conducting my audid | have followed appiicable mdependezzce rec;utfemenrs of ‘téze Azzstra] an. ;Jmf@sa: onal and et?zlcal
prormuncements and Ihe Corporatmns Acf EOOI - L :

--._Aﬁﬂif B}?lmﬁﬂ e e L -
- my opinion, the financial rpgor‘( Gf Metgasce lelzed 13 in accardan{:e w ti’z
The Corporations Act 2001, m{:ludmg,_ R e e R
i - giving a frue and fair view of the f‘ompany s fman{:lal pas tm{z as, at 30 sze 20’}6 and of zhe ;Jerformance for the
C-year enced.on that date; and- e e e T e
. - complytng with Accounting Sta{zdards and the Corporatlons regu?atmm 2001 and
__'_b {}rizer mandatory 1}rafessm;zal repomng rea;u {emenzs L el

- ":_enzﬁaﬁy McLEAY
CHARTnRED ACCOUNTAN"{

__".Dated this mrz day of SEmemer 20{1; e
-'-Sydney '

3
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" FOR THE YEAR ENDED 30 JUNE 2005

o -The Board -of Directors of Metgaseo has adopted Corporaze (overnance oolioies and procedures broadly in ling with. i'he .
" ASX Corporate Governance Council’s publi shed goldelmos as %et ou%: in i F’rmcmles of Good Co{poratp Goverzzanoe
'.'-a{zo Best Practice Recommendations”. " TS > T LT

':'--The Eoard. of D|reotors 5It[mately takes responsib li%y for corporate govRITIAnce and operat@s in acooroaoco W|th ?he Compaoy s
- Constitution. Directors are appointed by the Board subject fo election by shareholders al the next amua] generai mePt ng th
' "'ozzewthzro of the board being subject to re-slection at each subsequent annual general.meefing. - e

-.:_?he Chairman is to be elected by the Board and the performance of Directors 15 to be reviewed o1 an ongoing hasis. Dlreotor‘; o
- have the right, in connection with their duties and responsibility as Directors, to seek independent pro?eﬁstona adwoe at the o
- Company's expense. Prior approval of the Cha iman is required w?zloh i Ii not oe u{zmasoﬁably wothheld e

-'The Board accepts that itis respozzsrole for: S T
- Seiting the stfatogm dirgction and estaolmnmg the policies of the Company, R
~Enzuring the Company is effectively managed-and gdirected on oehalf of shareholders; .
“-Ensuring that approptiate internal coatrol procedures are establi shed a%’%d comolwd mth
-"-_'Enszzrzng that risks are moniinred: and assessed by the Company; - o
"_'_Appomtmg, momtormg and- managing the performanoe of the Manag ng Direotor afzd
- Reviewing the composition of the Board. . '

e ?he oay 1o oay maz’zagpmeni of the Company is deiegared o ?he Managmg D[rector :

-~ The Board comprises Directors mth an approprlatP range of sk Iis, e:{penenoo and c;uallficat GRS, ?he details of ‘the expomse of ..
~.the Direciors and the ferm of office of each Director as at the date of this report 13 se? ou in ?he Direotors sectton af ihrs Anouai L
.'_Rpport The Boaro lS oompnsed of four d;reotors of whio?z ong, |s mdepenoem S o v

T Due to the smali size of the Board and the Company,_the Boaro meers a5 a oommliree of ihﬂ w?zole 20 ooal W[th the matters of
._"Audlt R oks Nommat ions.angd Remu{zeratloo e o : : . :

. The Board-ensures that # meets lts fespo{zs i}[latJPs relatmg to the Company 5 ‘rmano;ai statemernts, fmaﬁc;al and markef repomng
- processes, internal accounting and ‘fmaﬁmai oontroi sy{s‘{emo, mtorna] auoat ex‘Zema audrt rlsk maoagemenz and oi:her such '
'_'mazteﬁ; The Board ansures the following: -

'_"ThP adeguacy and effectivenass of the Companys aoooummg angd fmaoo al poi[oleﬁ; and con?;rola and mk managemonr
- systems and compliance with relevant regulatory and statulory requirements; - i

_'Tho compigteness of the Companys 'fmanoiai emd other repomszg zo Sharehoidors,
Tz appoigtment of-the external auczltor e DR '
Thg scope and: plar for external Eiudl‘i, s .': o B . . o
~Thig risk management framework of the Company, and review of refevant risk managemem reporta,
= That free and open communications with the external audttors and management are mainfained; and
) '__That fuli acces% to thP Company s feoords perﬁoﬂnei afzo azzy reozzued extemai sa;}port |$ mamralzzed
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- The Board defenmings, and revigws {:ampensa‘{mﬁ arrangemenis for the B4 rectors, Manag fig Dlrector and Semm Managemen?
In addition-the Board determines and reviews any incentive programs and coniractuzal arfangemenrs egtablished wrzh Semor
Execut ies aﬂd D[recmrs and the performance of Semor Exewt ves aad b rectors I -

I._Cantmuous I}asclﬂsure e L T e T T S T T
-._'The Birectors are committed fo keeping the market fﬁliy informed- of materlal developmems to ensure compliance wr{h ASK

Listing Rules.and the Corporations Act. Af gach Board meating schd c considemtzon 13 glven as to w?zez”her any mattefs sh{}uld

'-..be drsciosed zmder zhe Ccmpaﬁy 3 commuoas d;sclasure poicy. .

' ---.'.Share Trasimg

-Directors, management and other empiovess as azomma‘{ed are onZy permizted s Tl‘ad{-“ in the sequrities o‘f Metgasco dﬁnng a -

__'_'jmur wegk period commencing inmediately after the announcemsent fo ASX of the half yearly and annual resulls and after thP
.. conciusion of the Company’s annual general meeting, provided that the person is not in possession of price sensitive information,
~-and the frading is nof for short {erm or schuia{me gam Any ‘tradmg out51de ‘[hP‘iP perwds can GnZy be cenducted wi ti‘z the prlar T

B "-_wntfen agg}mual of ihe Cha irman. o

. -__'Raiated Farty i’v‘iattars L TR L

. Directors and Senior Mafzagemeni are required 10 advise the Chairman of any related par‘ty contrac‘t of. pf}tennai contract.
The Chairman wiil inform the Board and the reporting party will be required 1o remove hi mseiff?zerse f fmm 2 il d[scus‘; NS,
; a{zd dectstons m\.ro vmg the mazter The Boafd may, m PX reme rases ta;(e furthef aﬁrlo{z : - .

._._The Dirgctors aim to ensure thal the sharehoiders an behalf of whomm they act are informed of ail mformatlozfz necessaty 1o -

_ a8sess the performance of the Company Im‘ormat fon: e a]§ major developm%ts affectmg t?ze Company &4 m be commum{:ated
e ‘rize shareholders Ti’zwugn- : L
e “The Annual Report; -
The Half Yearly repotty - e, :

.Quarterly Cash Flow and Activities Reports; - . - e e T 5
“Thiz Annual Genaral Meeting and ofier meetings called o o%)tam approval ‘foz” Board action as appropr[ate AII shareh{)lders :
Cwho are unable ‘t{} ai‘rerzd ihese meet ngs St Ii be encouraged 'tc communi cate msues or ask que%‘émns by wrl’t ing to Ih@ B
- Company; | o . O .
- The Compary’s web sife; and )
.._Contmuoz;s dmclasure fo the ASX
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-.?he S?zarehoid-%r mformatim SPt out below was applicab e as a‘é 19 Sep?ember 2005,

"'----._Bastnhutzon af Eqmty Secuntses L .
- oAnalysis of numbers of equily security ?zolders by size of hoidmg

. Number af fuély pau:i ardmary sizares 2zeld h Sizareholders Optrenhelders j

By e S OUER
__'-_-_'_-1,901_7.5,009 ' 34
~.5,001~10,000 - - 77
710,001 - 100,000 -

- '-'100,001'and'over

' '_"There were z i’zoiders af 1e'~35 'Zhaﬂ a, markptable parcel of ordmary shafes

o 20 Largest $haremidars

'.:'-_'--The names o‘f ?he twezzty \afgea:t holders of quated eqmty sequrilies are Z[sted belﬂw

e . . Nummber Held

.. Details of 0;3’( ong over uni ssued fuily pald ord[{zary sizares are set oazt m thP Dlre{:tor 5 Féep{}rt T?zeae opt[ons are unquotﬂd
L seclrities. . P e e . . S

- -Percentage of .

" Lost Ark Norminees. ??y L .. 3,304,628 -
~Magnim Pty Ltd - : - AR ".'3,267,366 "
. Cydac Pty bid - - 3,173,741
My Norman Longwgr_{h 2,485,520
" Mational Nominees - " - e e 2,436,000
.- Nicollette Birkholt ' 933,453 ©
" Mr Dennis Moore - . . ' L 880,713 7
~Mr Dale [\éewman e el ' T BA0,0TE L
..__Wh ite Sand mvpstrnems sz Ltd:. L 500,000 -
~ My John Wood - R " - é66,727
- Equity Power Pty Ltd. BRI . L T3B3,909.
. Mr Maurice Frederick Holley L 350,000
" Mousetrap Nomi npes_ e : = . " 325,460
- Dagres Pry Ltd 1L R : - 321,521 -
Foresight Pty Ltd . o, o ) 304,750~
- LMK Ricketts Nammees Pty de o 0 300,000
<M Simon Qkoughlin "o, s e ©300,000° .
.. Mr Ronald Richard Bentley ' ' ' 250,000

lssueq Shares -

7" Top 20 holders of Fuily Paid Ordinary Shares as at 19 September 2005 £5,715,00

100.00% -
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.___.._suiastamial Shareholdgrs L T T R P O S

- A at 19 September 2005 there were (5} subsramtlal sharehalders i1 the Campany [UT?‘ David- Johnson has provt ded a substazzt

- shareholding notice in refation 1o a relevan interest in 12,269,325 shiares in the Company. Ms Mcloughlin has provided a
-substantial shareholding notice in relation o a relevant inferest in 5,787,971 shares in the Company of which 2,240,286 arg

':'held ditectly and 3,047,683 are held indirectly. Mt Tony Woodhill has provided a substantial sharsholding nofice in relation to a
-relevant interest in 4,087,722 shares in the Company. My David Smith has provided & substaritial shareholding nofice inre a?lf}n L

T to & refevani interest in 3,360,432 shares in the Compariy. i‘v%r Pe?er Grey has pmwded a szzbf;?ant[al share 10 dmg azoﬁce i
'-_-relaho{z to an mzerest n d 329 628 shar«ns m ‘r?ze Compgny BT e L

___'Votngights e : ol S S
S0 a show of hands ala Genera Meetmg of the Company, svery membef ;Jresem in [:JEE?‘SD['I or by proxy. sha | izave ong uate and
.__"upan a poil each person present in pers&m or by pmxy aizali haue ong, Vate for. each ordmaz"y Sha{P he%d '

-._Optlonhalders have o varmg i ghts - ’ '

_ _';-Res'irictfeg_gecmﬁ% S

"Z'._'Them were 19,590,914 fully paid ordinary shares on issue subject 1o o funfaty escrow until 23 December 2006 which were -
- unguoted on ASX. Ti’zere were 16, %51 86‘9 opt ons of |ssue subject to voiuntary esCIoW ﬁnm 23 December 206}6 wh[ch were

- _|Hf6l"35f in E‘e‘lmmg Tenements P e R T
- Metgasco holds 100% of and is the operator of New Souriz Wales Petroieum Exp oratlon L icence 16 {PELZ6) oc_at_ed__én.fz_h_e .
e _C%arence M{}{PfO{Z BaSI?’% o‘? norrzem NSW ST - . sl

-Use of ?unds fmm !mt;ai ?uhizc Qfa‘ermg

 Proceeds from funds raised from. the initial public offermg haVP Deezz solely appl ind to dnll ing and appra sal admmtstra‘{mn azzd -

'_workmg vapli‘a and costs of r%e offer a5 de‘SC?iBEG m the Prospectus Iodged wnh ASIC no il November 2{)04
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.Céarance Morefon.Bagin

_ ----._Desorpi'ion
CoFracture el e T
""-Gas in-Place ot GIP
Z_hydmstazm__ '
- isotharm -
- Jurassic.
Tkm
Z_'-'.'Mei:gasco o the Company_ :
M =
L MBef N
o MW or Megawazt

Cerank
- resource

..__Adsor_;_}t_i'on o

. The attraclmn exerted b\;’ the gurface of coal for zli quad on gas w ti’z wh ch, thP{e 13 cozztacr
. -in coal, the ingrganic residue affer i}ummg o
JAustralian Stock Exchange Limited -

“ A segment of the eartivs crust thal has dUW””WW?’EU and.in wiﬂch sediments have, accumulated
. Biltion cubic feef (10% cubic feet) - . _ N .
~.Loal that containg between 15% ang 20% volati le mazte;
A joint or gystem of J{Jmt% alﬂng coal zracw{eg e
:I_"'-Carbozz Digxicg - - o~ TR
- Acylindrical piece of mck taken asa samplp ERER

.- Coal Seam Methane. Also known as coal hed methane (CBM) Natura Gas comalzzed wﬁhm coals
A sed[menzary basm C{mtaml;zg qari y Trlassac and e d io a?e Jurassm sedn”ﬂe{z‘ts
-.___'_Dry ash free - o e
. The process of thp lozs of gas previ ously adsorhed on coa] '
- Any break in a rock caused by mechanical stress © e
. A ctechnical estimate of 1}otent gas val_tmes conia ned within.a, dez‘med area, _'
. Gigaioude (10% joulgs) - : -
. Pressure exerted Dy a fluid-at vest " - T o
A graph derived ‘fmm measuremems taken DVP%" atime at a consrant temperawre
- Aounif of energy s B -
" A period. of Qeoiogmal ‘ume apg;mx;maée y 195 ‘to 1%5 millaon years ago
" -Kilometre . S - L -
T Bquare kilometre e
. Thousand cubic feet {104 cuim: feel:}
Metgasco Ltd ACN 088 195 383 :
CoMillidarcy {unit measurement of permeamz[ty)
7 Mitlios cubic feef (107 CUbiC feat)
. "0ng millign watts G‘f powef :
. Megawatt hour

" Petroleun nxplf}rat on Ln:ense e
T Petrgleurn Exploration License Number 16+

- Petroleum {Onshore} Act 1901 (NSW) and. Petraleun {Oﬁshore) RPguiazlan% 2002 (NSW)

".. The capaciiy of a rock {coai) to transmit flmd -

-Pefajoude (10 joutes) - : ST e
: A classification of coal based on the deg{ee of hearmg and pressure undergone
-The volume of gas stored-in. {:Gai SRR L
Standard cubae feet per fonne -
-Standard cubic feef per short(US) ion (lscz’}mn = 1 lscfft) e e T T L
- "The gatheting of dara on Ihe s_t%)surface i}y a. pamwlar geophysmal memod w?zmh uses shock WAYES -

- Triltion Gubic Feel -
» 7 Thiile to explare for and/or pmduce petroleum granted purszsan; ta rize ?th elrm. Act
- Terajoule (10% joules) o
o :A i{}rmat iof 3 in thP Clarence Morf'mﬂ Sasm wh ch Pontams coat and is o? middle JL[rassm age_

_ - ."j'_-1.C}3 (thausaﬁd’)_
S 0P (mtliony
.._.__1(} (19(}0 il l3 on)
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