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The Manager

Company Announcements Office

Australian Stock Exchange

Level 4, 20 Bridge Street

SYDNEY NSW 2000 BY ELECTRONIC LODGEMENT

Santos CSG Pty Ltd ACN 121 188 654 - takeover offer for Queensland Gas Company
Limited ACN 089 642 553

Notice of Dispatch of Bidder's Statement

We hereby give notice on behalf of the Bidder in accordance with item 8 of section 633(1) of
the Corporations Act 2001 (the Aet) that a bidder's statement and acceptance form relating to
the Bid have been sent today in accordance with, and in satisfaction of, the requirements of
item & of section 633(1) of the Act,

The bidder's statement includes an offer dated 24 October 2006, We enclose a copy of the
bidder's statement and acceptance form.

PROCESSED
0CT 3 1 2085

W.J. Glanville . g&%’@“ ; !
Company Secretary ) \J /
| ‘
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CASH OFFER
26 CASH PER SHARE
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louié consult your financial ar other prof
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QUEENSLAND GAS COMPANY LIMITED
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Suantos

IPPCORTAMNT IWNFQRMATION

This Biddar's Statement is given by Santos CSG Pty Ltd ACN 121 183 654 {Santos 51G), & whaolly ownad
subsidiary of Santss Lindled ACN 007 550 923 {Santss), tu Queensland Gas Company Limited AUN 089 642
553 (@GC) under Part 6.5 of the Corporations Act and relates to the Difer, You should read this Bidder’s
Statemant in its entirety. This Bidder’s Statement is dated 30 Jctober 2006 ang includes an Offer dated

24 October 2006 in Section 11.

e

ALSTRAUAN SECLURITIES AND INVESTMERNTS COMMISIION

A copy of this Bidder's Statement was lodgad with ASIC on 12 October 2005, Neither ASIC ner any of its
=fficers takes any respensibility for the contents of this Bidder's Statement.

R AT

This Bidder’s Staterent rortains rertzin tarward locking stataments which Fave nat been based solely on
histarical facts, but are rather based on current expactations abaut future events and results. These forward
louking stalements are subject to inherent risks and uneeitainties. Such risks and uncertainties include
factors and 1isks suecific te the fndustries in which GGC operates as well as general economic cenditions,
prevailing eachanue rates and interest rates, vonditions in the financial markels, guvernment policies and
requlation, compatitive pressures and changes in technology, Actual events or resuits may differ materially
fram the expactations evpressed or impliad in such forwarc inoking statements. None of Santns, Santas €56
ar their respective directors ang officers, or any person ramed in this Didder's Statement a7 involvad in the
preparation of this Bidder’s Staternent, makes any representation ur warranty {express or implied) as to the
accuracy or tikelihood of fulfilment of any forward leoking statement, or any events or results expressed or
iinplied in any forward looking staternent, eacept to the extent reguired by law.

HUVACY COILLECTION STATEMENT

Personal information relating te youi shareholding i QGC will be cellected by Santus €36 from QGC

in acrordance with its rights under the Corporatizns Act. Santns C5C will share this informatinn on a
ronfidential basic with its advisers and service providers where necessary for the purpzses of the Otfer,
Santos {36 and its agents rezained tar the purposes of the Offer will use the information solely for purpeses
relating To the Gffer. Gererally, you have & right te aceess the persanal information which Santos €56 and
its agents miay hotd gbout you. Yeu can contact the Offer Inforrnatian Line iF you have any queries about the
privavy practices of Santes (SG. '

This Bidde:'s Statement does not take into dccount your individual investinent objectives, financial situation
or particular needs, You may wish tu seeh independent fnancial and tazstion advice befure deciding whether
or not to arcept the Ofter.

DREFINED TERMS AND INTERPRETATION

A aumber of defined terms are used in this Bidder’s Statemeant. These terms are explained in Section 13 alang
with certain rules ot interpretation which apply t= this Bidder’s Statement.

CRPPEE PSR OAMATIOMN LINE

T+ yeu have any questions ahoit the Ofter ar this document, ar about hnw to accept the Offer, please call the
Offer Infarmatinn Line during business hours on 1200 651 473 (from within Austraiia) or +i1 3 Q416 43565
(from autside Australia). In accardance with legal requirements, rails to these numbers will be rezordad.

Sanvos G Poy Ud — Bhdder 'z Mateinent
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Ofbce of the Chairrmae "“3 : ‘
Santes Limiced - @m i ﬁ i
ABMN BO 007 550 921 s b,
Ground Floor Santos House

91 King VWilliam Street
Adclaide South Aurtralia 5000

24 October 2006 E

Cash Offer of $1.26 per QGC Share
Dear GGC Shareholder
On behalf of the directors of Santos Limited (Santos), I am pleased to intreduce the Offer by Santes E
CSG Pty Ltd (Santos €5G), a wholly owned subsidiary of Santos, to acquire all of your shares in
Queensland Gas Company Limited (@6C) for $1.26 cash per share.
Santes CSG already owns 3.86% of QGC's shares,
Santos believes that the Offer is compelling for QGC shareholders, offering the certainty of cash 5
consideration at a significant premium to recent QGC share prices and other relevant benchmarks. 3
In particular, the Offer price represents a premium of: ]

| ®  24% to QGC's clasing share price of $1.02 on 3 October 2006, the last day of trading prior to
! Santos C5G's on-market purchase of approximately 1.9 million QGC Shares on 4 October 2006;

: ®  47% to the volume weighted average price of $0.86 for QGC Shares aver the 3 months to ,
: 3 QOctober 2006; and
| 3
»  100% to the issue price of 50.63 per QGC Share under the recent QGC Rights Issue.
The Offer represents an attractive reserves valuation multiple of $1.38/G] of proved and probable _

gas reserves compared to an average of $0.57/GJ for other recent comparable transactions {see
subsection 2 of Section 2).

1 encourage you to accept the Offer which is scheduled to close at 5.00 pm {Queensland time) an
30 November 2006,

Further details about the Offer are set out in this document. In order to accept the Offer, please follow
the instructions en the accompanying Acceptance Form. You will not pay any brokerage costs if you
accept the Offer.

The Offer is subject to certain conditions, including a 50.1% minimum acceptance condition.
The conditions are described in Section 3.5 and set out in full in Section 11.7.

If you have any questions about the Offer, please call the Offer Information Line during business haurs
on 1300 651 473 (from within Australia) ar +61 3 9415 4355 (from outside Australia). 2

Yours faithfully

s G

Stephen Gerlach
Chairman

Santos Limited
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WHY YOU SHOULD ACCEPT THE OFFER
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The Offer af S1.26 cash per QGE Share represents a significant premium to QGC's historicat tragding levels.

pacifically, the Offer price of $1.26 per QGC Share reprasents 2 pramium of:

L

W% 26% to QGLs cloxing share orice of $1.02 on 3 Oclober 20GE, the last day of trading miiur to Santos
C5G's on-rnarkel purchase of appioximately 1.9 miltiun QGE Shares on & Qetober 2005
" 29% to the voiume weighted average price of 30.973 for QGC Shares over the ane month ta
3 Qcfaber 2006;
o 47% to the volume weighted average price of $0.46 for CGL Shares aver the 3 menths to
3 Qctober 200¢: and
L 100% to the issue price ot §0.62 per (T Share under the QGC Rights Issue (this provides a very
significant return for those Sharehelders whe tonk up their QGC Rights).
1.30 | Bantas T8GR Offer of 31,26 por sharn
IR M "-xx:vsle;ess.a&&a&.&uxuxw.&g;&&%»wﬂwlasuéa&unvﬁuuz&u %1.38
1.50 24% 24%, B 477 100%
premium premium ETemiim premium
1.10
bt
-~ 1.00
¥ od
i
z 0.80
n
= 0.80
=]
=}
0.70
n0.€0
0.50
0.4 3 : F o Dimweel  She
Closing Price - One month Three month fi6L Rights
3 October 2008 VWAP VWAP Issum price

(1) 3 mgnth ¥\VAP bused on datn edjusted tor the QGC Fights s,

Sarver ST Foy 4d — Biddert Maternent




H O RESERVES VALLIATION MULTIPLE
NT COMPARABLE TRANSACTIONS

The Offer represents a reserves valuztion muttipls ot $1.38/G],1% which is mere than double the
avarage of $0.57/G] for the other recert comparabie trancacticns in the chart helow!® [hased on
stated #P (proved and probanis) ressrvag).
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(1) Resesves valvulion srlliples dre bused wo drmowiteed consiteradion divided Ly stoted ZP rererves.

(£) The teserves valvation rultiole for this Gffer is cnlcelated on on anterpase vialve busis. eyuity value uf 3600
millton, bosed on or affer price of §1.26 per QGC Shore ord 436,564,357 GGC Shares on issue: estimoted 30
Septenber 2008 net cuxh pesition of 123.3 millicn (based on 30 June 2005 net debe of ¥29 2 milline per
J6C's 2008 annual repoct, sdiusted for unitization payment of $2.5 million recenvet oy Q560 per 2065 annuo!
report, pluy pxtioputed Septerber 2000 gquarter cach ontfow of $14.8 milifon ar pe! O6C querterly cach flme
report dated 31 Julv 2006, estimated net rights issue praceeds of £57.0 million; astimated cash from erercise
af uptions sinwe 30 June 2006 af $1.4 milhon); aad stoled 2F resarves nf 52,7 2

(3) The obove chart s based on the chart set out on page 5 of the 36C Rights Issue Frospectus ond alse includes
Ehrs (I3fet and MNirow Energy N0 takeaver of CHS Gus Lunited. The abieve chart tanlums a monher af nzcent
camparable completad cequisitions in the Queensiand caal 5eam gas sector with o value :n excerss g} $20
millien for the 18 manths priar ta the date o} this Bidder's Statement:

R Sanfes' esquisition of Dpperary Comotetion, including un interost in the Fairvinw coal seam qus field,
announzad in July 2005 for §612 mrilicn (takesver);

T Oriyin Energy Lumted's sule of its Moura taol seam gas iatemsts to Argie Cont (Mourg) Linited and
MiEsur Moura Imvestment Pty Ltd gnnounced in Septamber 2005 for £22 midltion [trade sole);

 Aeuach Pefraleara Lintited’s §35 milfion investment i Stage 7 af Arcaw Energy NUs Tipkan West coal suam
gas project aanounzed in September 2003 for $35 million (ferm-in)  this transaction is nof, in Santos
C5Gs viww, directiy rasnperable, but 15 included because (G0 included 1t as a comparable transaction in
the 2CL Rights [53u0e Prospecius:

B Origin Energy C56 LEd's acquintion of an interest jo e Rrgyle and Logren voal seam gus ooty (ond
other coa! seam gas assets) fram Farigaes Oil and Gasr Pty Ltd announced in February 2006 (trode salz):

©  Australicn Ges Lighl Campany’s acguisiticn of a 5iM% interest in the Maranbeh Ges Project {araducing
coat seam gas} from 8HP Biiliten Limited announced in June 2006 for $93 milhan {trode sals};

B Arraw Energy N s seeyr offer far sheres e CHSE Gas Umifed o1 eespect of whith an imphed offer volue
of 31.356 par M4 shote has baen vied a5 per Arfow Energy KLs bidder's siatement doted 31 May 2038
[tukeaver;.
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EQPRGRTUMITY TO BEALISE VaLLIE FOR
JURCi LW l f\s 1 M_.

QGC has made varicus statements that it intends to increas= its 2P reserve base. ! However, QGC
alsc recognises that “thers is no nuarantee The strategy will be successfully impiemented”™ and
“rhere iz no guarantes QGC can complete driliing of the wells required to implement its sirateqy
in a tirnely rraaner ur within expacted costs”™. &

Even if the 2V reserve target in the QGC Rights Issue Prospectus is achieved, the reserves
valuatinn muitipie implied by the Offer woutld still be in the range nf the multiples for the ather
romparabie transactisns nated in the romparable transactinns chart an the previous psge.

Santes L84&'s Offer price aiready factors in the upside potential as cutlined by UGL in the recent
QGC Hights Issue Prospectus and other ASX jeleases. The OFfer therefare gives Shareholders an
opportunity to realise value for QGL's resvurce potential earlier and with greater certainty than is
otharwice lixely to be the case.

Saurces:

(1) QGC Riyhts I[ssun Presprctus puges 2, 3, 10, i8 and 23 G6Cs ASK unpmpuncements sgted 21 Angust 2006,
19 Zeprember 2068 and § Octobar 2005; and AGC's 2056 annual regort pages 5, 10, 20 and 27,

(S} 6l Rights Issue Praspoctus, pegqes 10 and 29.

The Offer is tor 108% cash ronsicderatinn, providing certainty tor Shareholders ahout the vaiue
of the corsideration heing nffered {subject to the Cfer canditions being satisted). This may
be particularly sttractive for Sharehzlders, given the significant risks associated with CGC's
business, sncluding thase cutiined below.

Santos

£ Sara: $3G Poy Ld — Bidder’s Matarnant




Sources:

(1) QGC Rights Issue Prospectus, page 29.

(2} GGC's bidder’s statement jor Sydney Gas Limited, dated 14 Februgry 2006, poge 15,
(3) QUC Right: Itue Prospactus, puge 20

(4) QOC's bidder’s statement for Sydnav Sas Limitad, datad 14 February 26085, cege 3.
{5} F50C Righi's Fssne Frospeslus, pages 28-30.

The above risks may adversely impact QGCs ability tu achieve its business slans and its futuie
profitability and cash flows. [f you accept the all cash Gffer and it becomes unconditional, you
vili no longer be exposad to the risks inherant in QGO which could adversely impact the value of
your investment in QGC Shares,

If Zantos C8G's Offer lapses, and there is no competing bidder for OGC, Santos CSG believes there
is 2 material risk that QG{’s share price wili fall (ar least in the short termj.

»
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3.2

SUMMARY OF THE OFFER AND HOW
TO ACCEPTIT

Dffor
Santos (54 offers te buy all of your Q4L Shares for $1.20 each in cash on the teiins and
ronditions set out in Sectinn 13, The Jffer retates to all QGT Shares:

(a) that axist er will exist as at the close of business an the Regicter Date; and

{b) issued during the perizd fram the Register Jate to the end of the Offer Peried on conveision
of or exercise of rights attached to, Options o issue at the Register Date.

Note, Suntos (55 does not know wliether tie Sentient Rights will be uble tn be vxctcised during the fiffer Periou

and, if they can, how many GGC Shares might B2 Issued. As explained 7 Sectron 5.5.3. the Offer is conditions!,

amangst ather things, or the Q6C Brard confirming 17 the Target’s Statermient that Sentient cennot require @60

to issue QOC Skores ta Sentient following a change in contral of Q6C (3ee Section 11.7.4(0)(1)). If the QG Baard

ranmet or dews nol give that confirnielion, Suntios (536G mierves the right to declare the Qffer free fram that

condition gr rgly an the condrtion. See Section 5.5.3 for further information.

Offar Period

The Offer is scheguled to close at 5.C0 pm (Quesansland time) on 30 Novamher 2006 fbut it msy
he rrtended}.

Payment dule

I you accept the Offer, vau will be sent payment within one monti of the late of:

(a) the date you zccept; and

(L) the date the Offer becomes unicanditicnal.

In any event, assuraing the conditicns of tie Ofer you aucept are satisfied o1 watved by Santes
56, you wil! be sent payment within 21 days stter the end of the OHer Perind.

Mo brokeragy cofts

su will not pay any hickerage costs if you accept the Offer.

=<

e
LanGnons
The Difar is cubject to the conditions set aiit in Zection 11.7, reiating to the following issu=s:

(a) Santns C5G acquiring at least 50.1% ot QGC Shares;

(b} the Target’s Stalernent detaiting any contractusl atrangeinents that OGC has with Sentient,
including the number of QGE Shares, +f any, thal Sentient ray be entitled to be issued as o
result of a chang=sirn contral ot QGC arising &5 2 result ot the Offer;

=) the QGC Board providing canfirmstion in the Target’s Statement that Sentient canaat require
QLC Lo tssue QUL Shares to Sentient in either of the following circumstances:
(i} following & change in cuntroi of QGL; and

(i) zfter the end of the Offer Period {inciuding at or after the expiration =f the four
year period as referred to in the anncurcement ta the ASX by QGC en 17 May 2005)
assLning Santus €56 acquives 190% of the GO Shares;

) there being no material adverse change 0 respect of QG
(=) there heing no “prescrined ocrurrenres™;
{3] QG business being conducted in the ardinary course including ne material acquisitions,

disposals or similar transactions by QUC, except for transactions announces hefore the
announcement Date and transactiens in the ardinary course of business;

() ne contract or leence of QGC heing materially affected as a result »f Santes CSG Acquiring
QNG Shares, except a< publicly discloced prior to The announcement. of the Offer;

(h} the S&P/A5X 200 index nut Falling below &, 600 puints;

Sarics €3G Fry L1d — Bhader's Saternem
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(i} alt necessary Approvals required by law or any Public Airtharity to enable the Dfter tn
proceed, o tie csmpletion of any transaction contemplsted by this Bidder’s Statement,
are granted =n an uncanditianal basis and remain in full foree and effect during the Offer
Peried; and

{i betvieen the Annnuncement Date and the end of the Offer Perioc there is no order made,
investigatinn instituted or aprlication mzds {nther than by Santos ISG or its assnciates)
by cr to any Public Autherity which restrains ar ipaterially adversely impacts {or ceeld be
reasoiably expected te du o) the rmaxing of the Offer ur the completion of any trarsaction
contenmplaved by this Biddar's Statemment.

The randitinns are ser aut in full in Section 11.7 helow.

How to accept
To accept the Offer:

{a) 3f you hold your QGC Shares in an Issuer Sponsored Helding, complete ang sign the
accornpanying Acceplarice Form gnd return it to the registry address indicated on the form
vtoyether with a certified vapy of any power of dtturney o other instrurnent of authority
under which it is signad) o suffcient Cime tu be received before the end of the Offer Pericd;
e

{b: i you hald your QGC Shares in a CHESS Holding, either:
(1) instruct vour Ceoitrolling Participant (usually, your Bruker) to initiate acceptance
af this OHer; ar

(ity complete and sign the accempanying Acceptance Form and return it to the registry
address indicated an the form in sutficient fime tn enable instructions to be given
to ywr Controlling Participant before the end of the Offer Period; ur

{e) i yau dre d Bruker or a Non- Broker Farticipant, initiate acceptancs 3n accordance with the
requirements at the ASTC Settlament Rutes hetare the end of the Offer Period.

The "Securitynolder degaiis™ bax in the srcompanying Acceptance Farm will sperify the type of
subregister for your shareholding in QGC as “Yssuer” {for an issuer Sponsored Helding) or "CHESS™
(for a CHESS Helding).

Fuil details en how to accept are set cut in Section 11.4.

Furtnar information

1f you lrave any questions retating to the Offer o1 accepting it, please contact the Qffer
Infermation Uiie during business hours. Please note that in ordei tu comply with tegal
requitements, dny cails to the D7fer Infurrnation Line will ke recorded. Enguiries in relation to
the Offer will rnt he taken un any other telepinne rumhers. The Offer Infarmatian Line number is
1300 651 477 (from within Australis) or +61 1 6415 4356 {from outside Australia).

v
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4.2

INFORMATION ON SANTQS

Overview of Sartos 035G

Sartos L85 is a wholly owned subsidiary of Santoz, Santos {56 was inco:porated te acquire shares
in {1GC and undertake the Offer. Biographies ot Santos’ and Santcs CSG's directors are set aut in
Section 4.3 helow.

Overviaw of Santos

Santus is a imajoi Avstrabian oil and gas exploration and production corppany with interests and
rperakions in every majar Austrslian petraleum provinee ang in the Unites Ststes, Indnresia,
Papua New Guinea, Vietnam, Xyrqyzstan ang Egypt.
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Santas is nne of Australia’s larg=st gas preducers, supplying sales gas te atl mainland sustralian
stetes and territories, ethane to Sydney, and oil, LNG 2nd liguids fo demestic and internatienal
customers,

Az ab & Oclober 2006, Santes had a total market capitalisation of aoproximately 57.1 bitlicn.

Fractars of Santos and Santos 53¢
The cirectars of Santns and 5antas (56 are listed helnw:

T g duidibn See DT T

Rioqraphies nf each nt tnese direcrors are set out below.
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Profilas of Santos directers

Stephen Geriach

oA

&ge 61. Director since & September 1989 and Chainnan since 4 May 20C1. Chairman of Santos
Finance Ltd and of the Safety, Health and Envirenneent Comrritiee, finance Cernmmittee and
Nomination Commities af fhe Santos Brard and member of the Remurieratinn Committee of
the Santas Board. Chairman of Futiris Cerparatian Ltd and Challenger Listed Investments itd.
Director of Elders Rural Bank. Farmer Managing Partner of the Acelaide legal firm, Fintaysans.
Former Chairrnan of Amdel Ltd and Eguatorial Mining Ltd. & Trustee of the Austyalian Cancer
Resedrch Foundation, Chairmian of Foudlank 5A and a Directur of Fuodbank Australia,

John Charles fllire-Flint

E5c (Hons)

Age 55. Maraging Directar since 39 Deramber 2000, memher of the Safety, Health and
Ervironment Committee of the Santss Board, Qirector oF Santos Sinance Lid and also Chairman

=f other Santss Group companies. Thirty-four years’ experience in the international cil and gas
industry including twenty-eight vears with lnocal, including as Sernior Vice Pres<id=nt: Global
Fxploration and Teshnolagy and Vice President: Corparate Planning and Econamics, Memher and
Thzir of the South Aistrzlizn Musezum Beard. Member of APPEA Council ans member of the Enargy
Governars of the Worid Economic Ferum.

Kennelh Alfred Dean

8Com (Hons), FOPA, MAICH

fge B3, Director since 773 February 2005, Directar of Saates finance I.td and Chairman of rhe
Audit Committee and member of the Finanre {ammittae ot the Santos Basrd. Chiet Firancial
Officer of Aluinina Ltd and non-executive Ditectol of Alioa of Australia Lid, Alcsa Warld Alumina
and related companies. Fellow of the australian Society of Certified Practising Accountants and
member of the Australian Institute of Company Directosrs. fonner Chief Executive Officer of Sheli
Financial S=rvices, farmer non-zxacutive Directer of Wrodside Petrolenm Lid and member ot the
.8 Trebe Utniversity Council.

Roy Alesander Franklin, O8E

Age 53. Directur since 28 Septernber 2006. Mr Franklin has a degree in geelogy from Southanmtun
tiniversity and completed tha Harvard Business 5choel Preagramme for Maragement Develapment.
Non-exerutive Chairmen of Bateman Litwin NV {a Dutch-based service previder te the oil, gas
arnd pawer sectar), farmer Chairman of BRINDEX (the frage assoriation tor UK independent o'l and
gas companies) from 2001 te 2005 and a fermer member of PILOY {the jsint industry/government
task foice set up te maximise hydrazarbon rezovery froin the UK Noith Sea}. Extensive exuerizgnce
in the international petroleum industry, having held senior pasitions in major oil and gas
companies, including Paladin Rasources ple (CZO until its takeover in 2006), Clyde Petroleum plc
and BP plc. Honoured with 2n OZE in 2008 for servires tn the i oil and gas industries.

Richard Michaet Harding

M5

fge K7, Nirector since 1 March 2054 and mamher of the Audit Committee, Satety, Heaith and
Fnvirnnment {ammittee and Remunerstion Commitree of the Santns Board. Farmer Prasirent and
Genaral Marzger of BF Developments Australia Limited and former Vize-Chairman and Council
rember of the Australian Petroleun Praduction and £xploratian Association. Chairraan of the
Ministiy of Sefence Project Governance doard - Land Systems Uivision (Army) and Direclor of Aic
Energy Lig.

Michael Anthony O'Leary

DipMing, BSc, FldusIMM, FAIM. FAICD

Age 71. Director sinee 15 Ceteber 1956 and member ¢f the Safety, Health and Ervireninent
Comerittee, Numinagtion Cornimittes and Finance Cernrniltee of the Santas Board. Directer of
Newcrest Mining L. Farmer Chairman of HamersteSf Tron, Argyle Diamands, Campier Salt, former
Daputy Cnairman of Bank of Wastern Australia Ltd and formear Director of Rieo Tinto Ltd and Ric
Tinto ple.

Nantos 224G My Led — Bicders Smrement

Santos

il




4.3.2

Prof. Judith Sloan

BA (Hons), A, M5

Age b1, Director since 5 September 1994, Chairperson of the Remuneration Committee and
meniber of the Audit Committee and Nomination Cominittee of the Santos Beard. Chairpersan of
Primelife Corporatiun Limited. Vart-time Commissioner of the Productivity Commission. Former
Professor of Labour Studiec at the Flinders Univercity »f South Australia and Director of the
National Tnstitute ot Labour Studies. Foarmer Chairpersen of SGIC Holdings Ltd and Director ot
Mayie Group L,

Profiles of Santos C5G directors

John Charles Ellice-Flint
Mr Ellice-Flint is the Managing irectnr of Santus. For further informatien see Sectizn 4.3.1.

Peter Christopher wWasow

Peter Wasaw iz the Chief Financizl Cfficer of Zartos and is rezponsible for cnrporate development,
catporate strateqy and planning, investor relations, 2ctounting, corporate finance, taxatien and
audit. Mr Wasow joined Santns in May 2002 tolloviing a 23 year caresr with BHP Silliton. Kis roles
included Vice President Finance and Administraticn for BHP Petigicun in Houston, Texas. His
mest recent rele was Vice Prasidernit Finanee, in the BHP corporate office, Metbourne,
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INFORMATION ON QGC

Disclaimer

The following informatinn an QGC has been prepared by Santes 056 using publicly svaiiable
informatian which has not be=n indspendently verified, Ne informztion has heen provided
to Santos C5G by QGL. Accardingly. Santos CSG doss not. subiect to the Corporations Act,
make any reprezentation or wananty, express or 'mplied, as to the accuracy or completeness
of this irforimation.

The tnformation an QG in this Bicder's Ststement is not comarehernsive,

The Carporations Act requires the girectors of GGC fe provide a Tarpet's Statement to hoiders
of UGL shaies in jespense ts this Bidder's Statement, setting out certais material informaticn
concerning QGL.

Duacviow of OG0 and ity princieal aclivitie:
QZ=C wacs listed on the Australian Stock Exchangs in August 2000 ta commergiaiice its coal seam
oas acteage in the Surat Sasin of Southern Queensiand.

Duting the yedr ended 30 June 2006, the principal continuing activities of QGC consisted of the
development of the Berwyndale Soguth gas feld ard engoitg exploration and sppraisal for coat
seam gas in the Surar Basin of Seuthern Queensland, Tn May 2306, QGC commienred production of
its first gas trem the feld.

Fhe Berwyndale South gas field is suuplying gas at a rate of @ petajuules (1?1} per annum uncer
twe long term centracts. A third cantract for 2.4 3 per annum from the adjacent Arcyle gas Feld

is due to cemmence in mid- 2007, The Berwyndale South wells are producing at rates averaging
above 1.1 millien zuhic feet per day.

{157 is now devetoping a gas-fired power station to he lacated in conjuncrian with the Berwyndale
South yaz field. Tiis development is due to corme o strearn i 2009.

QEL has reported pruved and prubable (2P) gas reserves of 423 PJ,

Direvtors

As at the rate of this Bidder's Statement, there are seven ditectnrs of QGC, namely:
= Robeit Bryan {{hairman);

& Richaro Lattee (Managing fMrector);

= Peter Cassidy;

] Francis Cannclly;

w Gale Elphinstone;

] Senis Patten; and

w Timt Zromimelin,

Profites of eack of these directors {other than Mr Cremmelin) are provided in QGU's 2006
annual report (pages 28 and 29), Defails of Mr Crummelin’s hackgronnd are cantained in QGC's
announcement to the ASX reperting Mr Crommelin's appointment on 2 October 2006,

461 #nanclal information
QGL released its 2006 annual report o the ASX un 25 September 2006. 1t can be viewed on the
ASX website (www.asa.coina) and on QGCs website (www.gge.com.an).

In summary, QGCs 2806 income statement and balance sheet indicated the tollewing for $he OGC
Group (00 a consntidated basis) for the year ended 30 .June 2006:

¢ Santos

Santos CHG Pty Led - Bicder's Smeement )




For the year ended 30 June 2008, no dividends weare paid to QGC Sharehwidats and nu dividend
will be recaimimended by the Q6T Beoard at the fortheeining GGL 2006 antnual genaral meeting,

33 infermation on 46T securities

5.5.2 Ordinary shares on igsue
Accarding to the (atest Appendix 38 ladged by QGC with the ASX prio: ta the lodgement of this
Bidde:’s Ststement (Appendix 38 dated 4 Octoler 2006} and other public disclosures by QGE,
QGC has on issite 480,864,357 ordinary shares, of which 478, 338,889 are qunted =n the A3X and
2,R20,0C8 2re unqueted.

The unguuted owdinary shares refeired o above have been issued under QGCs Seferred Employee
Share Plai, Exernpt Eriployee Share #lan and Seferred Nua-Executive Dhiector Share lan.
There are restrictions on dealing with theze shares while they are held in the relevant plar.

5.5.2 Performance Rights
1GC has grantec certain rights o be issued QGC Shares ta ks Mananing Diractor, Rickard Cottes.
These Perfarmance Rights relate te 710,200 QG Shares which inav be issued on the attainment
of certain QGC Share price hurdles. According to the explanataty meniorandum to the netice
of meeting for QGC's 2205 annual generat meeting (dated 13 October 20C%), the rights are alsu
exerricable if there is z change in cnntrol of QGC, which is determined by a material changs in the
campositicn of the QGC Roard heing initiated as a result of a change in swrership of QGC Shares
ard the purchaser of the QCC Shiares raquiting ur agreeing with other Sharehotders to require that
chdnge in the OCC Bvard.

£.5.3 jenttznt Rights
NGC nas granted Sentient cartain rights to pe issuerd QGC Shares. According tn sn anrnuncement
tn the ASX an 17 Mgy 2005, Sentient has interests in ATP 61CF. ATP 6487 and parts of ATP 6327
and can reguiie QGC tw acquire those inteiests i certain creumstances, which may inciude the
cxpitation of 2 4 year period o1 “a suceessiul takeover oF QGC {being a change in awnersihip of GLC
shiares which 1esults in the managerrent or the board of directors of QGC being changed by ths
new sharehalder)”. However, it is not claar frem the disclesure by GGC in that ASX annnuncement
whetner Sentient’s akility to require the rorsideration ta he provided in QGC Shares is applicatle
where Sentienr esercizes its rights 2s 3 consequence of a tzkeover {as described above).

it iy a condition of the Offe; that the QGU Board confirms in the Taiget's Statement thatl Sentient
vannot require QGC to issdae QoL Shares to Sentient following a change in ontrol ¢f QGL (see
Sertian 11.7.4{b)i)), If the QGC Board cannat or does not give that confirmation, Santos 056 will
need to determine whether tn declare the Offer tree tram that cangition {Santes CSG reserves
its right to do s53). To assist Sanfas CSG in making that determination, in that event, Santcs €56
will also seek inforination from the CGL Beard, sufficient to enable Santos 250 to determine the
numger of GCC Shares (if any} which may £e required to be izsued tu 3entient foilowing a change
in control of QUC arising as a jesult of the Offer, I Santos LSG does not receive the inforination
from the QG{ Brard or declare the Offer free from the candition in Zection 11.7.4(b){j), the OFfer
will lapsa.

For cornploteness, it is alse not=d that the Offer is alse conditional on the QGC Board cenfinming
i the Target’s Statement that, ¥ Santes CSG acquiies 100% of the QGL Shares, Sentient cannut
reqiiire QGC to issue QGEC Shares to Sertient after the end ot the Gtfer Periad, inrluding at ar after
the expiratinn of the 4 year periad referred to in OGI's A%X arnouncement dated 17 May 2005
(see Section 11.7.40b}ii)

Santos
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5.5.9

5.5.6

Agreement to issita Options in relation to patent application (Patent Options)
QG has aisn enterad infa an agreement (referred to in QGCs 2006 annual repart, page §6) under
which up to 200,000 Optinns may be issuad on cerkain events corcerning a patent application.
The issue of 100,00C Options was stated to be conditinnal an a satisfactary examiner’s report
Trorm the Austialian Patent Office and the issue of 109,000 Cutions was stated to be conditicnal
on the successiul granting of the patent, The exercise price of the Options is stated to be 20
cents each.

Shares to which Offer extends

The Offer extands to ait QGC Shares thiat exist or will exist as at the close of husipess an the
Register Date or that are issced dining the period from the Jegiste: Date to the end of the Offer
Peried on conversion of, or exercise of 1ights attacked to, Peirformance Rights, Sentient Rights
{if any) or Patent Optiang on issue ak the Register Date.

QG is in the nest position ta advise participants in the employee share plans referred ta in
Section 5.5.1 abuve whether they wiil be able te accept the Ofer in respect of GGL Shares which
are subject to plans and tw advise Mr Cottee, Sentient and the person or persons entitied tu be
issued Patent Opbions wiiether they will be able to exercize their respective rights or options,

Preposal te jssue additional QGC Shares and perfermance rghts
Accarding to QZC's notize of 2nnuai general meeting lodged with the ASX on 9 Qctober 2006,
QUL is secking zharetvlder approval at its 2006 anaual general meeting for the issue of:

(2} up to 5 million QGC Shares under QGLs Peferred Empleyer Shate Plan over the thres year
perind “nllawing the rereipt ot sharehaider approvai; and

(b} a further 2,248,000 performance righits to #r Cottee.

Perding the outceme of the sharcholder vote, Santos CSG is reserving its sosition as to the
treatment of the issue of such additional securities under the conditions in Section 11.7 and as
ta any possible extension of the Offer ta them or QGC Zhares arising on rhe exeiciss of them.
Any extensinn of the Offer wnuld alse be subject £t~ ASIC granting Sartos C36 2 modification of
section 617(2) mf the Corparations Act. Pleaze see Section 1C.8 Tor further details.

Fublicly avaliabie Informatien

QCC s an Austvalian contoaay tisted on the ASX and s subiect to the periodic and continuous
disclosure requiremants af the Cerparations Act and the Listing Rules. Copies of annauncements
made by 1GT 0 the ASK and OGC’= 2006 snnual repert can he abtained from the ASX's website at
www.ase.cam.al and frem OGS wensite at www.gge.com.an,
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SANTOS CSG'S INTENTIONS

Introdiction

This Section & etz out Santos LSGs present intentizsns for CGL, on the basis ef facts and
infrrmation cancerning QGC knowr to Sartes C2G and Santos (all being pubiiciy available) as at
the date of this Ridders Stztement, in relation f2 the follzwing:

(a} the writinuation of the business of GGC;

() any mdjer changes to be made to the business of QGL, including any redeploynient of the
fired assets of QGC; and

() the future employment of the present empinyees af 36C.

Finai decisions ot theze matteis will only Be reached in the light oF ali material facts and
cireumstances when these bevome kniown. Accordingly, the stateinents set aut in this Section &
are statements of current intentizn only which may vary as circumstances require.

The intentians cf Santos {56 set out in this Section 6 are alsn the intentions of Santos.

ntantions upon acguisition of S0% or more of (G0 Shasss
This Section 6.2 sets out Santes CSG's intentions iF it acquires 90% or rmure of QGC Shares and is
entitlad £o procaed te compulsary acquisitian of any ourstanding GG Shares.

Corporata matiers

{a) ASX listing - Santos CSG intends to arrange for Q%L Lo be removed from the official List of
the ASX.
(b) Cempuleory acquisition - Santos 256G inrends ta praceed with compulsary acquisition ot

any outstanding QGC Shares in accordance with Part 6A.1 of the {arporations Act, including
any QGC Shares which are issned after the close of the Offer and as a result of the exercise
of Options.

() Acyuisilion of Options and Performance Rights - Sanlue C3G has not yet farrned an
intenton as to whather it will make an affer to the holders of Perfarmance Rights, Patent
Optinns ar the additinnal performance rights referred to in Sectinn 13.8 fa acguire thair
rezpective rights of untizns.

1f Santos 86 becumes entitied to cornpulsanly acyuire any cutstanding Performance Rights,
Patent Optiens or additicnal perfoimance rights referrec to in Sectinn 10.8 under Part £A.2 of
the Corparations Art, Santns (SG presently intends to proreed to rompulsarily acquire them.

Santes C5G haz nat yvet fornmied an intention as to whethe; it wiil mmake gn cFfer to Sentient
te aeguire the Sentient Righits, or seek Lo cduse QEC to provure cancellation of the Sentient
Rights, or coinpulsorily avauire the Sentient Rights if it becomes entitled to do se. As
expiaired in Section 5.5.3, the Offer iz canditionsi on the QG{ Brard maving certain
confirmations concerning the Sentiant Rights. Santas CSG will daterming it< intantieons
with raspert ta the Zantient Rights when it knows whether the QGC Board will give the
confirmations requested.

() Directors - Santos C5G will seck the resignation of each member of the QGC Soard and
Appoint Santos CSG reminees in their place. Santes £1SC's present intention is to 2ppaint
John Cllice-Flirt, Peter Wrsow znr Jan foung. Profiles for #r Eilice-Flint and Mr Wasaw are
cantained in Section 4.3. Mr foung is Execitive Vice President Operations of Santos and is
tespansisle Tor all of Santeg” moduction operations, including delinestien and developrrent
uf onshore Australian operations, faciiitiss engineering, maintenance and einvitanrnent,
heaith and safety.

Mr Yfoung jrined Santas in Fehruary 2000 as Genersl Manager of the former South Australia
fusiness Unit, tnen from February 2002 was General Manager of the Cantral Australia
Rusiness Unit. Prior to joining Santos, Mr Yourig had a varied and international 17 year
career with Modil LorporaBon. His mest recent icle with Mebil was Chief Executive Officer,
1nde Moebil Lid, based in New Celid, india.




6.2.2

§.2.3

6.2.4

§.2.3

Generat review of operatione

it is Santos 056 present intention to integrate NGTs speratians into those nf the Santos Group,
ta continue GGC's operatinns in their current state and to seek tr identify ways in which Santos
can use ifs extensive resourtes and expartise to further develnp G5 business, subject to a
revizw of:

£:3) CGLUs business and dssets to evaluate their performance and prospects and strategic
relzvance to the Santas Group; 2nd

(b} the aroposed changes set out in-the QGC Rights Issue Prospectus to detstmine whether
thuse changes should be implamented or whether other changes chould be implemented,

If, as & mault of the 1eview of QGL's nperations, or at any time in the future, any of QECs
operatioas ria not perform ©o a level whick is anceptable o Santos, thea Santas CSG (as a wholly
owned subsidiary of Sartos) will fake suck action as it considers desirable to achieve Acceptahla
returns.

Efficiencies a3 part of the Santos Group

In additivi to the review of CGC's operations described in Secrisn 6.2.2 above. Santos C5G
intends to pursue efficiencies which may be available to OGT's oparatinns as part of the Santos
Gronp. These inclirde:

{2) the gbility to eccelerate the commercialisation of undeveluped assets thraugh Santus’
greater financial strength;

(b3 ronsolidating QGLs financing arrangements with thase of Santes;

{c} sharing ot infrastructure, rechnical krowledge and operational and project maragement
expertize; and

(=3 seeking Lo optimise the supply of geods and services to QUL by taking advantage of Santos
Group progurement activities and service contracter 2rrangements.

Intagraticn of operations

Subject to the resulty of tha eview described in Section 6.2.2, QGCs Lusiness will become pait of
Santoy’ coal seam gas operations which specizlise in the developrment and operation ¢f toal searn
gas deposits, including the Fairview and Scotia coal seam gas projects in Queensiand. Santos

{5G intends to pursue oppartunities far QGC's NQueensland operatians to shars infrastructure and
expertise with Zantos” Rama and Wallumbilla faciiities as wel! as tha Fainview and Scotia cosi
seani gas prejects in Queensland,

QGC employees

Mest of the suprort, administrative and managerial functizns nf Santos’ Fairview and Srotia cea!
seam gas prejects are enndunted frem offices in Brishane. QGC's opsratinns are 2lso managed from
Bristare and these activities will ke integrated int= Santes’ operztions.

Santoz and Santos C56 wilt undertake a veview of Lhe combined cperations to identify areas of
duplication and areas Tor iniprovement, This review will involve investigations into the combined
staff resaurces and requirements of Santos and QGC te determine the Sest way to ntilise the statf
tatants for the henefit of the enlarged business.

withuut kavine conducted that review, Saatos USG cannct formulate an intention in relaticn to
employee nuimbers. Santes L85 expects that the integration of the QG and Saatoes cozl scam
cas busingsses ray result in a ratienalisation of CGUs corporate head affice Functions, 1f that
expectation proves carrect, then 3antes {5G considers that it wauld require 2 fewer number of
QGC corparate office employees. Any reducticn in employes levels would be achisved through
employees being maze redundart in sompiiance with all appliratle regulatory requiremants and
their contractual sights. In cases of redundancy, career transition support would be provided to
affectad emcloyees.

Al this stage, Santos C5G does riot expect that the integra.'rinr- vill resislt in A significant number
of redundancies ak GGC's aperating [acations and Santns CSG anticipates that Santos will wish

to maintain the emplayment of 2 number of QGCs tachnicsl and wperations staft subiect to
cndertaking a review =f their skilis and experierce.

vy
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6.2.6

6.3.1

§.3.2

6.3.3

6.3.4

QGL fixed assets
Tt s Santas [5G intentian not: to redepioy or dispose of any ot QGC's fixed assets ather than in
the narmal course nf oil and gas field operations,

Intentiong upon acguisition of between $0% ang 90% of QGL shares

This Section 6.3 sets cut Santes C5G' intentizny if Santes (SG acquires between 50% and 907%
of GGL Shares and is nat entitied (o proceed to compulsory acquisition of the sutstanding QGL
Shares.

Goneral rayiew of operations

It iy the intention of Santos CSG, on the basis of facts and inforration coaceining AGT which
are kaown Lo Santos CSG (2l being pablicly availablel as at the date of thiz 8idder’s Staterpunt,
to exercise any infteence it inay have on the QGC Beard, subject diways ta Section 6.3.3, to
implement 3 review of OGC's nperatinnz, with 2 viaw to evaluating their performance, prospects
and strategic relevance. In particular, Santos CSG will seek tn have GGG review the propnsad
cianges to QU sperations set eut in the Q&L Rights Tssue Fruscectos and determing whether
those chaiges shiould Le implemented o1 whether sther changes should be impleniented.

Corpsrate matters

{a) ASX listing - Santas (3G intends that OSC will be maintatned 2s a cnmpany with official
quotation on the ASX unless QGC dnes nof: continue to meet the reruirements of the
Listing Hulez {ur mairtairing a Hsting, in which case Santos €85 intends Lo consider
secking Jelizting.

{h} Compulsary acquisition - I Santos {5G hecomes entitled under Part 6A.2 of the
varporations Act &f some \ater time to exercise general rompuisory acquisitien rights in
respect of GGC Shares, Performance Rights, Batent Options ar the additinnal performance
rigiits referred to in Zection 10.4, it presently inteiids tv exescise those rights. Tt will only
deternine its intentions with respect to the Sentient fights when it knows whether the 36C
Bearc witl give the confinnatiens referred to i Section 5.6.3.

() Directors - Subject tr the {orperaticns Act and tha canstitutinn »f 06T, Zantos CSG intends
to restructure the QGC Baard <o that it Ras a majority of Santos (3G exenutives with not
fewer than two independent noen-gxecutive diractors, The Santos (SG execatives will be the
perzuns named in Section 6.2.1(d). The independent non-gaecutive directois ave not been
idantified. They might include present rrembers of Lhe QG Board or uthers with relevant
exparience.

) Nividenrds - The capacity of OGC to pay diviceads in the titure having regard to rurrent
and future capital expenditure reguirements will be reviewed fullowing the general review
referred to in Section 6£.3.1. Santos (SG's present intention is that it would use whateve:
influence it has to cause IGL not 1o pay dividends in the near future, given QGUTs likely
capital expenditure requiraments.

Regulatory issuss
The extent te wiich Santos CSG's intentions For QGC described in this Section 6.3 may be realised,
given that Saites will not have acqguired 300% of the QGC Shares, will be subject tor

(=} the Carparations Act and the Listing Rules, in particular in relatian ta any ralated parry
rransactions and canslicts ot interest; and

(b} the legat oblizativn of the QUC Board to azt in good faith in the best interests of QGC ans
for precer purpeses,

Rasad nn the facts and informaricn concarning QGC which are known to Santos €SG {all being
publicly available) as at the date of this Sidder’s Stat=ment, Santos C5G doss not consider that
the abave requlatory matters wauld materially ronstrain the implementation of any ~f Santes
LSG's intentions described in this Section £.3.

Review cf cperaticns and QGT employees
Until the results af the review desrribed in Section 6.3.) are knnwn, it19s Santos C5G's intentian
that the prasent employees nf QGC will continie to be employed by QGE.
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8.4 Intentions upen acnuisition of less than 20.1% of 06T Shares
Santos (SG resarvas its rignts to dectare its Offer tree from the H0..% minimum acceptance
candition (and any other conditions), bit has no present intentinn to do sp. Tf Sartns (SG
gnes waive this cendition anc does not acquire more than §0.31% of GGC Shares, Santos CSG will
endeavaur Lo implermneant its intentizns as it has cutlined in Section 6.3 to the extent to whick it
15 able to do sv, subject to anv of the reguiatory issues iioted in Section 8.3,3.

5.5 Giher intentions
Otrer than as set ~ut in Sacticns 6.1 to §.4 above, it is the presant intention of Santes C3G:
{2} ta contiiue the business of QGC;
by not te jrake dany Tiajor chanaes to the business of Q3C ur the deployiment of AGCs flaed

Assets; and

{<) to cnntinue the emplayment of GGE's employees.

L Sontos
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SANTOS CEG S INTERESTS IN QGC
SECURITIES

Sartos C8E% relevant interasts in Q0T sezurities
Ax gt the date of Ehis Bidder’s Statemant and as al the date of the 0ffer, Santos €56 is the
kenefirial owner of and has a relevant interest in, 18,676 615 QG Shares,

Satalis of Santes US4 voting power in G0

Accurding to the iatest Appendix 38 lodged by QGC with thie ASK prins to the ludgement uf this
Bidders Stateniernt (Appendix 38 dated 4 Uctober 2006) and other pubiic disclusures by QG
theie gre 460,864%,357 QGC Shares on issue,

A< at the date of this Bidder’s Statement and as zt the dzte ot the Offer, Santas C5Gs voting
power in QG was 3.88%.

acquisitions of GUC Shares 5y Santes C80 o 1 associates during previeus 4 months
in the s months befors the date of the Offer, neither Santus (SG aor aily associate has provided
(o1 agreed to provide; or reczived (nr agreec to receive) consideratinn fnr OGE Shares under a
purchase {or agreemert to parchase) ar a saie (or agreement te sell), nther than the acquisitinns

ky Fantos €5G A3 set out belaw:

) The 7,677 549 Q6 Shares ucquited by Sentas €55 an 14 Seplamber 2006 were issuwmd ta Sapkas €56 gursuant
to the G6C Rights Issue. The overage price peid on-merket by Sentos €56 for each Q6 Right was 25.72 cents.

v
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FUNDING

ampunts requined
The cunsideration fer the acquisition of the QLC Shares to which the Offer reiates will be satisfied
wholly in cash.

As at the date of this Bidder's Statement, the maximum ameunt that Santas CSG would be
reguiied to pay under the Offer if Santus C56 acquires 2l the QGT Shiares to which the Offer
relates i which it (ur iLs associates) do not aiready have a ralevant interest will be apprexinately
683,630,000 (Maximuin Amount). This assumes the conversinn of all Perfarmance Rights and
Patent Options but excludss any QGT Shares that might be issued as a result of exerrise of the
Sentient Rights or as a result of the matters nated in Section 10.8.

As exglained in Section 5.5.3, it ts a candition of the OFffer that the QLC Board confirms in the
iarget’s Statement that Seitient cannot require QGU Lo issue CGC Shares on exergise of the
Sentient Rights tzllewing a change in control of 2GC (see Section 11.7.4{b){i}).

If Sartoz CEG wishec to waive this conditizn, and obtains information te enahle it te determine
the number ¢f QGC Shares which waould be isseed purseant Lo the Sentient Rights, it will unly do
so i it Las funds avditable to miest the revised applicable Maximuin: Amourt. While Santos {SG
dues nat ktiow how imany QuC Shares (if any) inight be issued, Santos CSG Lelieves that it would
have availahle or he alle to abtain sutficient funding to meet any likely revised apnplicahble
Maximum Amaurt.

Az exulained in Section 10.8, Santos L8 is yet to deteymine its position in relaticn Lo the
additional 2GL Shares and performance rights referried to in Section 12.8.

pure of funds
The amzunt required 2y Santns 0SG to pay the Maximum Amount, and meet transaction costs,
vl be soirced by Santos CSG from a lnan fram Santos (Indra-Group Enap) entared into on
5 Octcber Z006.

The ameunt requited by Santoes ta Tund the Intra-Greuep Loan will Le sourced from a Tacility
agresment (Facility Agreemant) entered inte by Santes snd s whally owned subsidiary, Santos
Finance Ltd ACN Q02 799 H37 (Santes Finaneg), an h Octaber 2006 with Commonweaith Bank at
Austraiis, which is sutficient to fully fund the maximum Amount. Whilst Santos Finance is a party
Lo the agreernent, it is intended that anlv Santes, rathe: than 3antos fFinance, will draw down
amounts tnder the Facility Agreemant.

Conditions precedent to the Facility Agresmant
Summary of conditions precedent
The availability of Tunds under the Intra-Groun Loan is not subject ta any canditiens precedent.

The availability of funds under the Facility Agreement is subject to a cumher of conditions
precedent. These ndlude standard conditions precedent to Tacitities of this type, in addition to
canditions presedent specitic te the cirmumstances of the Gffern

In summary, the matarisl cnnditinns precedent which remain to he satisfiad as ar the rdate of this
8idder’s Statement are as follows:

(a) no evert of defauit or petential event of default (sex Sectien &.4 below} bas occurred that
has not hesn waived or remedied;

{b} no event azcurs of has eccurres which may have a materiat adverse =ffect an the ahility of
Sentos and Sartes Finange, taken as a whole, to perforan any of their material obligations
urider the Facility Agreement (Metarial Adverse Effect);

(c) the representations and warranties hy hantos ard Santns Finance under the Facility
Agreement are true and aocurate.

Santus CSG, Santus and Saitoes finance will edch use its best endeavours to ensure that ail
conditions precedznt are and remain satisfied as at the tiine diawdewrn is tequired to pay for QGC
Shares under the Offer (see Section 11.5).

- Santos
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Material conditions precedent whizh are cutside Santes” contrel

Certain material conditions preczdent to drawdawn under the Facility Agreement. are outside
Santos’ control. Santos CSC believes that thase conditiens ate likely to be satisfed or will cease to
apply at the time funds are required 1o be drawn dewn under the Facility Agresment te pay for the
QGC Share< under the Offer via the Intra-Group Loan.

The material conditions precedent which are outside Sartos’ contiol te satisfy, and the basis for
Santes (84's belief that they will be zatisfied o1 that they will not be reguized tz be satisfied at
the relevant time, are sef nui below.

(2} Material Adverse Effect - Tu the extent that this conditizn 15 vutside the control of Santos,
Santus (56 believes that this cendition wilt Le satisfied based on the fact that sigiificant
parts of Santas’ husiness are based nn leng term contracts which produce stable cash flows
and the nigh level of discretionary capital expendite,

ib) Financial covenants - A breach of the Facility Agreement will occur which may lead to an
avent of default if zertain financial coverants relating ta Sarntos are breached. These Anancial
covendnts dre for Samos and its subsidiaries to maintain certain levels of chareholders” aquity
and cortain ratios of deht te equity and extenal debt to total tangible assets.
Santos (3G beliaves that, o 2 large extent, these financiai covenants are within the control of
Santos. To the gxtent that these conditions are vutside of Santes’ contiol, Santo: (56 Lelieves
Lhat they will be satisfis fur the same redasons as 1efetred to in paragrach (&) above and aiso
hasad an the fact that tha levels are haing camfortabiy satisfed at present, meaning that it
wolid take an unexgected change of significant proporticns to trigger a breach:.

8.4 Events of defauit
The facility Agreement will be subiect to certain evants of defauit customary 40 transactions of tims natume.

i sumimary, the material relevant events of default are:

{a) Santos of Santas Finance tzils to pay any amaunt cue under the Facility Agreement or ta
ramply with any other material abligation under the facility Agreement;

(b} a material warranty, reprasentation or statement by Santas or Santos Finance in the Facitty
Agreement or any document contemplated by it is materially false, nisleading or incerrect;

() finanne debt of Santos, Santos FMnance or any sibstantisi subsidiary in an amaunt exceeding
$20.00C,0C0 is nat paid when due, beczmes due and payable or capable of being deciared
dize prier to its nermal maturity, or an encumbrance in respect of such debt hecomes
enforceable (except where the cbligation tn repay the dent is being rontestes in gnad faith,
1¢ limited in recourse or has been waived);

() an insolventy event acours in respect of Santos, Santus Finance or gny substantial subsidiary:
(&) assets of Santes, Santes Finance or a substantiai subsidiary are subject to any distress,

attachient or executivn in an amount exceeding $20,000,000 and this iz jiot set aside
witliin 30 days;

(f) Santos, Santes Finante o a substantial subsidiary ceazes o1 Lsreatens to coase to cany
an husiness;
{u) the Facility Agreenent becemes illzgal, void, voideble or unenforceable,
8.5 Repeesentztions and warisnties
The representations and warranties given by Santos and Santos Finance in the Facility Agreement
are normal representations and wasranties applicable te arrangernents of this bype.
In summary, these representations and warranties include:
{a) valid status, power and autherisatiane;
(b} enforceability and legality »f the Facility Agreement:
(e} nu default;
oy na ttigation has been commenced by o7 before a governmeiital agency whick if determined
adwerscly would have a materiat Adverse Effect;
(e} all autherisations have Leen chtained or effected and are all in foree and effect; and
() finznrial statements pravided to the lendear give a true snd fair view of the compsnies to
whick they ‘elate &nd the relevant results of operaticns.
8.8 Avatiability parisd

‘The Facility Agreement miay be drawn down upen satisfaztion of the canditions precedent to tie
Facility Agreemesnt until the eartier of 180 days from the date of first diawdown grd 28 June 2007,

ggﬂm&{;g ,
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AUSTRALIAN TAXATION
CONSIDERATIONS

B.1 Intreduetion
The tallowing is an autline of the principal Australian income tax consequences generaliy
applicable to 2 Sharehalder whe Cisposes of QGC Shares under tha Offer. This autline reflects the
zuirent provisions of the Inconte fax Assessment Act 1926 (Lth) and the Ircome Tux Assessmert
Rct 1507 (CEh) and the regulabions made unde; those Acts, and Santos LS80S understanding of the
zuirent administrative practices ef the Australian Taxation Cffice. The sutline duez rol otharwise
taks inte ancount ar antizipate changes in the law, whether hy way of judicizl decision or
legislative actien, nor daes it take inte atcount tax tegislation of countries other than Australia.

The Tullewing vutline iz not exhaustive of all pussibie Australian inceme tax cunsideratians
that couid apply ta particular Shareholders, The gotline only applies to Sharehoiderz whe hold
their ACC Shiaies on capital account. It does not apply to Sharehelders who hiald their GGC
Shares in the course ot & business of trading or dealing in such securities ar that may have
anquired their QGC Shares as a result of the exercise ot any ef the Oprians referred to in Section
5.5 abuve. The taxation consequences of the Offer for thase persons will depend o their
particular circurnstances, and they should accordingly seek specizlist advice taiiored to thuse
circumstanees, Similarly, persens whase QGU Shares were acquirec under an employee shae
scheme {or upz2h 2xaicisa of a right acquired under 2n employee share scheme) should sesk
specialist advice.

The sulline Grincipally deals with Shareholders who are residents of Avstralia for tax purposes,
Shareholders who are not resident in Australia for tax purposes should take inte account the tax
cunsagquences under Lhe laws of Lheir cointry of redidence, as well as ender Australian law, of
arceptance of the Giier,

Sharetnlders are sdvised to consilt with their cwn tax sdvisers regarging rthe ronsaqiences of
acquising, halding nr dispesing of QGC Shares in light of current tax laws and their particular
investmenrt circumstarces.

8.2 Texstion on the dlepoml of Q6C Shamy
Sharehelders acrepting the Offer will be treated as having disposad of their QG Shares for
Australiap rapital gains tax {CGT) purprses. I for any reason the ennditians of the Qffer are not
satisfied 07 waived, no dispesal will sceur and no CGT inplications should arise.

The CET consequences arising on 2 dispusal of QEC 3hares will depend on a rumber of factors

inciding:

(a) whethar the GGL Shares are pra-(GT assets (that i35, they were anquired, ar deemed fo he
acquired, on or before 19 September 1985) wr post-CGT assets (that is. they were acquired,
or deemed to be acquired, after 19 September 1984%);

(B if a Sharehinlder chooses to apply 2 CGT “discount percentage” to the disposal of their GGC
Shares; and

() i a Sharehiolder is & non-resident of Australia.
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9.3 Dispotal of QGC Shares that gre (6T assels
skarehalders disposing ot QGC Shares that are subjact to CGT (f.e. post-CGT assets - see paragraph
(a) in Sectian 6.2 abave) may make a capital gain or capitai loss from acreptance ot the Offer,
depending an whether tha capitat praceeds from the cispassl of the OGC Shares are greater than
their cast base (er in same cases, the indexed cost base) for those shares (a capital gain) or
whether the cagpital proceeds are less than their reduced vost base for thuse shares (3 capital
loss). QLU Shares that are pie-CGT assets will not be subiect to CGT,

The zapital proceeds far the dispocal of QGC Zhares will be the consideraticn referred to in
Section 11.2 below.

The cust base of QGC Shares would generally be the amount the relevant Shareholde: paid to
acquire the GGC Shares as well as certain incidental costs (zucl as brokerage) associated with the
Acquisiting or the dispesal.

¥ & Sharehalgar’s GGC Shares were acquired on or hefore 13.45 am {Australian fastern Standard
Time) on £1 September 1499 and that Sharehiolder held their QSC Shares for at least 12 meinths
before the tirne of dispozal and is an individual, 2 complyine superannuatien entity, the trustee
of certzin truste, or certain other specified speciai entitias, the Sharsheldsr may elect ta adjust
the cost hase of their QCC Shares teo inslude indexation by reference to changes in ths Cansiumer
Price Index fram the calendar quarter in whick QGT Shares were acquired until the quarter endad
30 September 1859, Sharehulders which are cornpanies will generelly be entitied te inclode that
indexation adjustienl without inaking an election if their QGC Shares were acquired on or before
11.5% am [Australian Eastern Standdrd Time) or 21 September 1959 and were iield fo; at least 12
manths before the time of dispesas, Indexation will ettectively nnt be applicable in respect of
QGC Shares acquired atter 3C June 1995.

Indexatior adjustrments are taken inte account unly for tlie surpose of calculating a capital gain
{and not for the purpose oF caleulating a capital less).

It & Shareholder is an individual, a complying superannuation ertity, the trustes ot certain trusts
or certain athar specified special entitias and that Sharehzlder acquired their QGC Shares at least
iz menths before the time of disposai, then the Sharshzlder may be able to 2ppiy a CGT disconnt
Lo the dispozal of QGC 3hases, provided the Sharehuolder has not elected, o: cannot: eleck, to use
indeastion of their cost buse (as outlined above). The LGT dizcount entitles the Shareholder to
reduce any net capital gain on the disposal of QGC Sheres (after deducting available capital losses
nf the Sharehnider) either hy half in the ca<e of individuals and the trusts mentisned zbove

ard by one-third in the case of complying suparannuation entities and rertain ather sperifiag
entities. lHawever, trustees {other than trusiees of complying superannuation entities) shauld
seek specific advive regarding the tax consequences of distributicns stoributaile to dizcounted
capital gainz. The tax law aiss aliows sharchoiders of certain listed investment companies to
obtain henefits similar to those nonferred by discount capital gains. Shareholoers which are
companies de not gualify far a C5T discount,

Capital gains ang capital lnsses are aggregated to determine whether a Sharehoider has made
# net capital gain or net capital luss in the tax yedr in which they are treated o5 having
tisposed of their QCC 3haies, IF there is d net canital gain, then the arncunt of that ret canital
gsin (after spplication of any relevant CGT Qiscount - ses anove) is inclutied in a Shareholder's
assessable income.

A net capitai loss cannot be deducted against assessable inzame carned in that tax year orin any
later tax year, but may be carried Forward to be offset against capital gains made in a later tax
vear, The 031 discount doues rot apply vo capital losses.

Santos
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MNon-resident Sharshoiders

Unrer current tax law at the time of writing, Shareholders who are non-residants of Australia for
taxz piirpases will genersliy not have to pay Australian tax an any capital gain whern they zell or
cispaze of their QGC Shares (including by accepting the Offer), provided that:

(8) they have not deaeficiatly cwned (togetiier with asscciates) 1U% or more of the value of the
issued capital of QGC at any time wizhin thie 5 year period before the dispesal of QUG Shares;
Qar

{h} their QGC Shares are not heid as an asset of A prrmanent estahlishment which the

Shareholder has in Austraiia.

AL the time of writing, the Cormmanweaith ParGamernt is currently consideriag the Tox Lauws
Amendinent (2006 Measures Mo 4) Bili 2606 (Cth) which, if enacted in its current furm, will ieplace
the & year awnership fest perind referred to in paragraph (a) ot Sectinn 9.4 with a fest of 10%

or more nwnership {(by the Sharehoider and its associatas) at the time of dispesal ar for a 12
month peried during the 2 years pricr to disposal. The 3ill also proposes fuither CGY reliaf by
removing certain shates held by ron residents of Australia from CGY irrespective of the size of
the sharenolding. However, this additional relief does not apply te shares in campariies where
more than 50% ot the vaiue of the company’s assets is attributable, directiy =r indirectly through
interposed entities, to Australian reai property (including mining, quarrying or praspecting rights
in respert af minerais situater in Australia). Thus, it is vnlikely to apply to QGC 3hares due to the
nature of the company's azsets. The changes will apply to disposals taking place on or after the
amending Act 1eceives Royal Azsent. Sharehclders should consult: vith Lheir own Australian tax
adwiser regarding the status of the ameading ¢t and on any issues arising from §t.

Sharebnlders wha buy and sell shares in the ordirary rourse of business, or acquire shares far
resale at 4 nratit, should seek their own Austraiian tax arhvice.

Shareholders nat resident 3n Australiz for ta» purpeses sheuld also seek advice fraim
their taxation adviser as to the taxaticn iinplicatieiis of gccepting the Offer in their country
=f residence.

Stamp duiy
Sharehulders will not be subject to stanme duty vpon the transfer of QGC Shares to Santes C5G
purzuant to the offe;,

»
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10.6

ADDITIONAL INFORMATION

Cate for determining holtders of OGC Snares
Far the purposes of sestion 633(2) of the Corparatinns Act, the date for determining the people
te wharrcinfermation iz to be sent under items 6 and 12 of secticn 633(1) is the Reyister Uate,

Consgnts to e named

Each ot Santes, the individuals naimed in Sections 4.3 and 6.2.1{d), Caiiburn Partnership Sty Ltd
dand Johnzon Winter & Slattery nave conzented Lo statements in this Bidder’s Staternent being
macde based an statements by them in the torm and contest in whinh those statements have heen
included, and have not withdrawn that consent.

Computershare Investor Services Pty Ltd has given its conzenr to be namerd as the offer registrar
Tor Sartos C55 in the fore and coatest i which it is nained 3n this Bidder’s Staternent, and has
not withdrawn that consent. Camputarshare Tnvestor Services Py Lid has had rn invalvemeant,

in the preparation of arny part of this 8idder’s Statement other than being naraed as the offe:
registrar for Santos C(5G. Tomputershare Investor Services Pty itd has not auth=rised ar caizsed
the issue of, and erpressly disciaims 2nd takes na responsibility for, any part of this Bidders
Statement. (earept Lo the extent requirec hy the Corporations Act).

Statemants usad tn this Bidder’s Statemant
Statements taken from documents lodged with the ASX

Lantas U5G religs upon ASTC Class Order 01/1547 and has nat songht. consent in relstion ta
stgtemients used in this Sidder’s Statement which are made in, or based on, statements rmade

in documents lodged with the ASX in zccordance with the Listing Risies or lodged with ASIC, As
tequired by Cilass Qrder 03/1543, Santas CSG will make available & cony of these decuraents fres
nf crarge ta Sharshelders who requast them, To ohtain a copy of these doruments (or the relevant
extracts), Sharcholders may telephone the 9fer Information Line.

Statements made in Do0Xs, journais or comparahie publications

Santos {5G relies upen ASIC Class Qrder 03,/636 and has net sought conseat in reiation to any
statements used in this 8idder’s Statement which are & correct and Tair capy of, or extract from, a
statement that has alieady been published in a bonk, jaurnal 2r camparable nuklication where the
stalernent was rot rmade in connecticn with the CHer.

ASIC railef

Santos CSG has nct obtained from ASIC any rmiadifications ts, of exerptions frem, the Corporatiuns
Art in relation to the Qifar. However, ASIC has published varizus instruments providing for
modifications and =xeritians that apply generally to ali persons inciuding Sarites 258G {(including
thaze referrerd to in Section 10.2).

Further Information on conditlons

Change in market conditions - Section 311.7.2(e)
0n 4 October 2006, the iast trading day hefore the Annnunrement Date, the SAP/ASX 200 index
ciused al §,142.7 points.

Pubtic Authorities - Section 11.7.5

Pri