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ASX ANNOUNCEMENT

QGC partners with AGL

Queensiand Gas Company Limited (QGC) today annocunced it had reached an
agreement with AGL Energy Limited {AGL) to form a strategic relationship that will
underpin QGC’s continued development and growth as an independent energy
company.

The arrangements between QGC and AGL involve:

« AGL paying up to $292 million for a 27.5% stake in QGC through a share
placement priced at $1.44 per share;

« QGC undertaking an off-market buyback of up to 12.5% of its expanded
capital {post AGL and Sentient issues) at a price of $1.44 per share;

« A Gas Sale Agreement (GSA) for AGL to buy from QGC a total contracted
volume of 540 petajoules (PJ) over 20 years;

+ A Gas Market Development Services Agreement (GMSA) whereby AGL will
provide market development services to QGC, and QGC has acquired rights
to utilise AGL's excess pipeline capacity for a term of three years o
accommodate QGC’s proposed rapid increase in production beyond the
specific requirements of this contract; and

+ AGL being entitled to three seats on an expanded QGC Board of nine.

QGC Chairman, Mr Bob Bryan said, “The agreements announced today confirm QGC
as a major new force in the gas supply market along Austraiia’s eastern seaboard,
with initial focus on south east Queensiand. We are delighted that AGL has
recognised the wvalue of QGC and welcome them as a major sharehoider.
Importantly, QGC will continue as an independent company and will carve out its own
growth path in the interests of all shareholders”.

“With a potentially very large resource base of coal seam gas still to be developed,
QGC will be well placed to expand and grow gquickly, in an environment that
increasingly values clean energy”’, Mr Bryan said.

QGC's Managing Director, Mr Richard Cottee said: “The new injection of funds
means QGC can further accelerate the development of its multi-option energy supply
business mode! which will create vigorous competition in the gas supply market and
maximise long term value to QGC shareholders.”

“~urthermore, AGL's cornerstone investment and bankable Gas Supply Agreement
will also provide the funding base to further accelerate the exploration and
development of QGC’s gas resources,” Mr Cottee said.



The agreement also provides for a share buyback which gives existing sharehclders
the opportunity to liquidate a portion of their investment.

AGL investment in QGC

As part of its investment agreement in QGC, AGL has agreed to not exceed a
shareholding of more than 30% for two years, subject to some limited exceptions;
one such exception is  QGC receives a takeover offer from a third party.

Gas Sale and Gas Market Development Services Agreements

“While the price details remain confidential, the prices at which QGC has sold its gas
to AGL reflect current market conditions and will further underpin QGC’s growth. The
contract will not affect the development of the Condamine Power Station and
complements existing contracts,” said Mr Cottee.

‘Whilst this contract commercialises QGC’s existing 2P Reserves, QGC remains
confident that its Growth Acceleration Strategy will deliver additional reserves to meet
the buoyant market for clean energy,” Mr Cottee said.

The size of this contract reflects the fact that QGC can now market sizeable coniracts
over longer terms based on customers’ confidence in its abiity to perform.

“The purpose of the GMSA is for AGL to provide market development services to
QGC, and to provide QGC with access to AGL's unutilised pipeline capacity over the
next three years, and may resuit in QGC being able to sell additional gas on a short
term basis. It shouid greatly increase QGC’s capacity to tap intoc new markets,” Mr
Cottee said.

Buyback

The buyback is likely to take the form of an off-market tender of up to 12.5% of
GGC's shares at $1.44 each. Shareholders can elect to tender some or all of their
shares, subject to scaleback if more than 12.5% of shares are tendered.

QGC sharehoiders Elph Pty Lid, Sentient, ANZIS |, Leyshon and Mr Bob Bryan have
confirmed that they do not intend to tender any shares into the buyback, and AGL will
not tender any shares (unless required to keep its totai shareholding at 30%), which
will allow any sharehoiders who wish to sell, to sell significantly more than 12.5% of
their sharehoiding.

Sentient Gas

Under a separate agreement, QGC’s joint venturer Sentient Gas will convert its fegal
and beneficial permit interests and s unitisation agreement, into an equivalent 10%
QGC shareholding (calculated on a 2P basis). This is in addition to its current 3%
shareholding (both figures caiculated on a pre-AGL issue and pre-buyback basis).
Rationalisation of the permit-level ownership will simplify future development
financing and gas marketing.

QGC market capitalisation

The restructured QGC with new major shareholders AGL and Sentient is expected to
have an implied market capitalisation in excess of $925 million, post buyback, based
on a $1.44 share price.

New reserves and contract position

The new reserves and contract position of QGC following the Sentient and AGL
transactions is shown in the annexure.

Sharehoider approval

The agreements with AGL and Sentient are subject to QGC sharehoider approval at
an Extracrdinary General Meeting expected to be heid in February 2007.
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QGC will commission an Independent Expert's report to confirm that the AGL
proposal is fair and reasonabile for sharehoiders.

QGC directors unanimously recommend the proposal to shareholders and intend to
vote their own shareholdings in support.

- ends -
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1P Reserves 228.0 245.6 17.6

2P Reserves 695.3 741.2 45.9

3P Reserves 2,555.9 2,755.3 199.4

QGC’s pre-transaction reserves are based on the most recent reserves estimate conductad
by Netherland Sewell & Associates Inc (NSAI) {dated 1 December 20086}, and reflect QGC's
legal interest in its tenement areas. UGC's post transaction reserves have been
extrapolated to include those reserves on QGC's tenements currently attributable to
Sentient's legal interest.
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CS Energy Jul 2006
Braemar Power Project Sep 2006

(Tranche H)
Braemar Power Project Oct 2006

{Tranche |}
Braemar Power Project Feb 2007

{Tranche )
Incitec Pivot Lid Oct 2007
AGL' Jan 2008

AGL" - as per agreement with AGL Energy announced on 5 December 2006.
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