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EUROPEAN GAS LIMITED
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Directors' Report

FOR THE HALF YEAR ENDED 31 DECEMBER 2007

The directors present their report together with ¢hnsolidated financial report for the half-yeaded 31 December
2007 and the review report thereon

DIRECTORS

The names of the Directors of the Company at ang tiuring or since the end of the half-year are:
Mr Anthony J. McClure (Managing Director)

Mr Alan J. Flavelle (Executive Director)

Mr Terence V. Willsteed (Non-Executive Director)

REVIEW AND RESULT OF OPERATIONS

Financial

The consolidated entity recorded an operating &g income tax for the half year ended 31 Decen2®®7 of
$1,454,416 (2006: Loss $1,095,880).

The Directors continue to review the carrying valaé assets, and at this time have consideredtih@cessary to
adjust the amounts as the written down values redidp reflect their current values.

ABOUT EUROPEAN GAS LIMITED

European Gas is a hydrocarbon producer/develogofex with projects in western Europe. The sgatef the
company is to develop Coal Bed Methane (CBM) andl®tine Methane (CMM) projects, in particular, imaRce
where the company holds a significant competitideaatage with major holdings under license.
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GAZONOR, NORTHERN FRANCE

On 28 December 2007, the Company acquired 100%edsued capital of Gazonor S.A., a company iraraited in
France (“Gazonor”). Gazonor was a wholly owned &liasy of Charbonnages de France, the French stateed
coal mining corporation.

The purchase price for the Gazonor shares &2 million (approximately A$43.7 million based an A$/Euro
foreign exchange rate of 1:0.60).

Gazonor is the owner of the Nord - Pas de Cala#é none methane (“CMM”) production field and assded
infrastructure situated in northern France (Seergid..).

History

For a period of 25 years and since 1992, Gazonsrhiedd the gas exploitation rights over the Poisgoe and

Désirée permits situated in the districts of Nofeéas de Calais in the north west of France, compri total area of
578.6 square kilometres (Rjrwith an extension of the Poissonniére permit®#.5 knf under application. A further
area of 432.6 ks under application for an exploration permité$egure 2.).

Coal has been mined in these districts since 188Qermination of mining activities commenced imabl1950 and
the extraction of CMM from the permits commencedifaustrial use in 1979. The last mines wereedos 1992,
whilst CMM extraction continued from three main pessing sites, Avion and Divion in the Poissonngeamit and
Désirée in the Désirée permit.

Until the end of 2007, 2,160 million cubic metr&n(®) (76 billion cubic feet (“Bcf”)) of gas has beertected with
an average methane content of approximately 54%hdrast five reported years to the end of 20@38, groduction
has averaged 76.8 Mmer year (2.7 Bcf) with an average methane cormteit.4%.

Reserves and Resources

An independent report prepared by Deutsche Monthiiologie GmbH of Essen, Germany (“DMT”) on betlwdlf

European Gas estimated the 1P remaining recoverasdeves of 865 M(30.6 Bcf or 32.6 Petajoules (“PJ")) of
methane, producible over the next 20 years. Aftiélind) additional boreholes, the recoverable 1Berges may be
substantially increased.

Also as determined by DMT, the desorbable CMM resetus calculated to total 10,500 Mif871 Bcf or 395 PJ).
This applies to gas held in coals which are adjatethe underground workings and have been desgdeby mining
activities.

Reserves and resources are summarised in the fofjdables:

Gazonor Project
1P Reserves (as at June 2007)

Millions of cubic Metres Billions of cubic Feet Petajoules
(CHY) (CHY)
(Mm?) (Bcf) (PJ)
Avion 683 24.1 25.7
Divion 140 4.9 5.2
Désirée 43 15 1.6
TOTAL 865 30.6 32.6
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Gazonor Project
Desorbable Coal Mine Methane Resources (as at Jug@é07)

Millions of cubic Metres Billions of cubic Feet Petajoules
(CH,) (CH.)
(Mm?) (Bcf) (PJ)
Avion 7,900 279 297
Divion 2,200 78 83
Désirée 400 14 15
TOTAL 10,500 371 395

There is also a significant tonnage of coal whiel heen unaffected by mining activity and has S@it potential
for coal bed methane (“CBM”).

Process Description

Typically, CMM is extracted under very low presstineough degasification wells drilled into the aldderground
workings, gathered and transported to the centatgssing facilities at Avion, Divion, and Désirédere it is
filtered, compressed, dehydrated, odorised and umegdor quality and quantity under gas sales agesds.

At the Avion site the gas is compressed to abot@®Kilo Pascal gauge (“kPag”) for supply of gaslema sales
agreement with Total Gas and Power. At the Divaod Désirée sites the gas is compressed to be®@feand 350
kPag for supply of gas under sales agreementsledg#i industries through buried gas pipelines.otaltcompression
horsepower of about 4,000 kilowatts (“KW”) has bé&estalled at the processing sites which are aitrotled locally.

Asset Development

European Gas is assessing several options forahinued development of the Gazonor assets. Indlilig¢hese
options and subject to the outcome of a detailegilidity study to be commenced in early 2008, Bean Gas
intends to refurbish the gas processing faciliiethe Avion site and may look to redevelop thei@ivand Désirée
sites to generate electricity, as CMM has beersiflad in France as a gas to be recovered withriprito minimise

its contribution to the greenhouse effect (“enedgerecuperation”). Electricity generated from CMWI therefore

enjoy a tariff in line with that generated from egrable energies attracting higher sales prices.

European Gas intends to optimise the recoverabl#C@éserves by drilling additional boreholes anduoglertaking
further CMM reservoir studies.

In addition to the further development and exptata of the CMM reserves, European Gas intendsxpoee the
CBM potential of the permits. Only a small partloé coal basin has been exploited by mining argélguantities of
coal remain, which contain potentially significarglumes of CBM. The exploration program will congaiof a
detailed structural analysis, including reservoadeling and drilling of at least two stratigrapiells. If successful,
this may be followed up by an expanded progrant poidull development drilling and commercialisatiof CBM.

Production, Operational Costs and Pricing

Current production levels for Gazonor is approxehag0 Mn? of contained methane per year (1.4 Bcf or 1.5 PJ).
Subject to completion of feasibility works and sedpsent expansion initiatives, methane productiory rha
significantly increased over the next two years.

Assuming no operational enhancements or produtitneases, average unit operating costs for GaZzon@008 are
expected to approximatel3.00 per Megawatt hour (“MWh”) 8.60 per Gigajoule (“GJ”). At the Avion site, which
accounts for over 80% of gas production for Gazpoperating costs are expected to approxima@00 per MWh

( 2.80 per GJ). Towards the end of the half yearwdod prices at Zeebrugge, Belgium (principal coarital
European pricing basis) for the 2008 calendar ggaraged approximatel26.00 per MWh (7.20 per GJ).
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LORRAINE, EASTERN FRANCE
European Gas holds a 100% interest in two pereotgering a major part of the Lorraine Basin.

Principal activities during the half year focused the planning and commencement of drilling adgeitat
Folschviller No. 2. Site preparatory work involvedmpletion of the surface section down to 242 nsetfdhe next
phase involves the vertical drilling to 1460 metf&3 followed by lateral completions in each of tineee separate
coal seams. This second phase will be commenced thgodelivery of the contracted larger rig onces iteleased
from other operations. Commencement is schedulededoly in the second quarter 2008. The deliveitstbdf
methane from three of the four major seams wiltdsted by drilling lateral holes of approximate02metres into
each seam. The wells have been designed to aliingiof additional laterals in the seams for thapose of testing
a range of parameters relating to mud weight aitiihdrfluid.

During the half year, the Diebling St1 core holeswe-entered and a series of tests were carrietba@edtermine gas
deliverability of the coal seams encountered irt thell. The tests showed that some of the seamgpbadeability

values in excess of 1 millidarcy and ranging upt®millidarcies. The test also confirmed that thatew bearing

fractures encountered when drilling the initial &€avell would most likely cause control problems &y lateral

drilling. A review of the seismic data shows thathie south west of the Diebling site there willibmproved sealing
which will isolate the water from the coal horizods new site for the Diebling appraisal well wilé selected after
analysis of the re-processed seismic data.

The confirmation of good permeability data andgheviously reported thick coals and high gas cdntatues shows
that the Alsting anticline complex is an area ghpotential. This feature trends south west from Diebling site
into the Lorraine Sud permit for a distance of #80rketres.

The program is in preparation for the developmédrihe large Gas in Place (GIP) resource which te tiatals 28.1
billion cubic metres (991.2 billion cubic feet) Wit approximately 7% of the Company’s Lorraine pieraneas. This
GIP resource is likely to be enhanced due to;

in the Folschviller St1 and Diebling St1 wells, ctacknesses were 25% to 80% higher than that irséue
original GIP calculations;

the overall gas content values were 15% to 25% dnighan those used in making the original GIP
calculations.; and

high to very high mud gas readings were encounteréite sediments as well as in the coal.

In addition, the mud gas readings showed that #sesfyeam contains significant volumes of ethahe. @roportion
of ethane in the Folschviller St1 well ranged friass than 1% above 800 metres to over 15% beloWw fri#res.
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GARDANNE, SOUTHERN FRANCE
European Gas holds a 100% interest in the Gardaermait.

The reservoir study has been completed and wagl lmas@nalysis of 36 drill holes and 81.2 kilometoéseismic
data. The data has been used to calculate thenQlade (GIP) volumes of CBM and gas in adjacesgemirs in

overlying fractured carbonate sediments.
Gardanne Project Gas in Place (as at October 2007)

Millions of cubic Metres Billions of cubic Feet Petapules
(Mm?3) (Bcf) (PJ)
Grande Mine coal seam 840.2 29.7 29.3
Other coal seams 1270.2 44.9 44.4
Other sediments 693.1 24.5 24.2
TOTAL 2803.5 99.1 97.9
The total GIP calculations are in a zone of appnately 40 square kilometres immediately west of dite mine
workings.
Reservoir thicknesses and gas content data idlaws$o
Thickness Average Desorbable Gag Average Desorbable Gas
Content Content
(metres) (/%) (scf/tr)
Grande Mine coal seam 1.8to 3.4 40t06.5 141 to 230
Other coal seams 0.8t02.6 2.1t05.0 79 to 177
Other sediments 7.1t0 80.0 niax** n/a***

* cubic metres per tonne
** standard cubic feet per tonne
** gas content in the sediments is based on 2%tfn@ porosity

The calculations and analysis were carried outheydompany’s consultants, DMT. The 3D modelling wzede
using PETREL 2007 software.

There have not been any measurements of permgdbilieither the coals or the sediments. Howeverctimpany is
encouraged by several factors which suggest trat germeability will be encountered:

Charbonnages de France routinely degassed thesegaénce ahead of mining by drilling vertical hdtesn the
surface. Mine records show that these holes flogasito the surface sometimes in excess of 14,00i6 metres
per day (500,000 cubic feet per day). Mine docuat@nt is not complete enough to allow quantitapie¢roleum
engineering analyses to be performed on the wéd, deowever it is apparent that commercial producfrom
vertical unstimulated wells is possible.

The coals and other sediments of Late Cretaceaubtage not undergone burial deeper than that whichrrent
and consequently porosity and permeability shooldhave been destroyed.

Petrological descriptions of cores and cuttingsnfitie core holes show that in some areas fract@asgciated
with faulting is common and is possibly indicatiyeod fracture related production parameters.

Two sites have been selected for appraisal drilimgsardanne in 2008. One well is planned for maD& and
depending on results of the first and rig availghib second well in late 2008.

10
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SAINT ETIENNE, CENTRAL FRANCE
European Gas holds a 100% interest in the St Ei@smmit.

A methane land survey was completed during the yedf. No evidence of surface methane leakagedetasted.
This result indicates that the abandoned minefl@vded and methane leakage to the surface hassupgmessed. A
further study of old mine records was instituted anstill in progress. However the records alsonsthat at least one
mine is not flooded and is sealed by a perched natde. The mine was recorded as being “gassy” andhe
available evidence it is a good candidate for coimle methane development. The company plans tbadnible into
these dry workings in 2008 to carry out a CMM prciiin test.

A site for a CMM appraisal well has been selectedl germitting is in progress. It is planned, usingmall rig to drill
a hole into the top of the target mined out are&kvis estimated to be 600 metres below the surfBiceing for this
test will depend on completion of permitting and thobilisation of an appropriate rig.

LONS LE SAUNIER, CENTRAL FRANCE
European Gas holds a 100% interest in the LonadmiSr Permit.

The Company has carried out a preliminary strut@saessment of the Lons le Saunier coal basithéopurpose of
identifying sites to drill test the gassy coalstlie basin. This analysis has identified many avdasre thick gassy
coals may be tested. Two sites north of the LorSdenier township have been selected for initidlirdy. In each

case, the target coals are at depths less thanrh®0@s below the surface. Subject to completiopevfmitting and
the mobilisation of an appropriate drilling rigistplanned to commence drilling in the second 6a#008.

SOUTHERN TUSCANY, ITALY

Three permit areas covering 1,553%ave been granted and preliminary environmentphith studies have been
submitted to the Regione Toscana. Initial work wisimmence upon formal notification that the repbidse been
accepted.

CANNING BASIN, WESTERN AUSTRALIA

European Gas holds a Net Well Head Royalty (29t @ver 30,171 kfin the Canning Basin, Western Australia.
During the half year, the operator ARC Energy comoeel its Canning Basin drilling program and by é¢inel of the
period, two wells had been completed. It was anoedrthat no commercial hydrocarbons had been etexaah At
the end of the period, a third well, Yulleroo Nowa&s in progress.

11
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FINANCING

European Gas has entered into a Funding Agreemiht wanscor Astra Group (“Transcor”), a subsidiarfy
Compagnie Nationale a Portefeuille S.A. (“CNP”).

Pursuant to the terms of the Funding Agreementhsar subscribed36,375,000 (approximately A$60.6 million)
for convertible notes (“the Notes”) in the Company28 December 2007. The subscription funds haee beplied
towards settling the Gazonor purchase and will Besased for working capital purposes.

Transcor was founded in 1947 as a metal tradingpeom in Belgium and has evolved through acquisitiand
organic growth into a large international suppbérenergy commaodities. Principal businesses inclingerefining,
storage, distribution and trading of crude oil,mibducts, natural gas, coal and coke.

In 2006, Transcor’s turnover was approximatel@ billion (A$16.7 billion).

Transcor operates world wide, covering North ArreeriEurope, Africa, Latin America and Asia throughl@cations
employing approximately 500 people.

CNP is a Belgian holding company with a market @ajgation of approximately5.5 billion (A$9.2 billion) and is
listed on Euronext. CNP is included in the BEL28dr (top 20 Belgian index). The company is conglby Baron
Albert Frére and his family.

CNP, together with its jointly-controlled subsides PARGESA and GBL (“the Group”), is the largasareholder of
substantial French companies Total S.A. (5%) anezSBlA. (9.4%). Total is the world’s fourth largéstegrated
listed oil and gas group with a market capital@atof 132 billion (A$220 billion) while Suez is an integed

industrial and services group involved in electyicigas, energy services, water and waste managei®eaz is
currently in the process of merging with Gaz denEeacreating a company with a market capitalisadbaver 90

billion (A$150 billion). Outside of the French Gawenent, the Group should be the largest shareholdée merged
entity.

The Group is also the largest shareholders in Im¢€58%) and Lafarge (17%) and holds significanérests in
Pernod Ricard (6%), Iberdrola (5%), Arkema (5%), [8evision network) (5%), Affichage Holding (adtising)
(25%), Banca Leonardo (20%), amongst other businésests.

For further information on the Group please refewtvw.npm-cnp.be.
Terms of the Financing Agreement

European Gas has issued the Notes in two tranohee same terms and conditions except that ttendetranche
will not be convertible until the statutory periéok objection by the Foreign Investment Review BbEFIRB”)
expires and shareholders' approval, for the setamd¢he to become convertible, is obtained. Trachad Tranche
B are for 21,750,000 and14,625,000 respectively for a total &6,375,000 (approximately A$60.6 million).

The Notes have a three year term, with a base corgie of 5% per annum secured against GazonorTTidrehe A
coupon is to be paid in cash while Tranche B istaged and will carry the same conversion righgghe Notes. The
conversion price is0.75 (approximately A$1.25). The conversion prisubject to customary adjustment provisions
for any future issues below the conversion priosus issues and reorganisations.

At the conversion price of0.75, both tranches of the Notes convert into 48ilion fully paid ordinary shares
(approximately 18.86% of the Company's currenttehfiilly diluted).

As both tranches of Notes convert into a greatanber than the 15% permitted under Listing Rule &f1he
Australian Securities Exchange, the Company wasined) to seek shareholder approval for the secoanttle to
become convertible once the Notes have been issued.

12
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Should FIRB object to Transcor holding 15% or mof¢he Company's capital, Transcor would be abletmire the
Company to redeem any portion of the Notes whichld/oonvert into 15% or more within 12 months.

European Gas convened a meeting of shareholdehwids held subsequent to the end of the half geat5
February 2008. The shareholders approved the ciimligr of the second tranche of the Notes.

COMPLIANCE STATEMENT

The technical information quoted in this announceirteas been compiled by Mr. Alan Flavelle and gedists
under his supervision. With regards to Gazonor StAe Reserve and Resource information quoted i th
announcement has been compiled by Deutsche Morgeln®logie GmbH of Essen, Germany under the sugpenvi
of Mr Alan Flavelle. Mr Flavelle is a Fellow oféhAustralasian Institute of Mining and Metallurgydais a member
of the Society of Petroleum Engineers. Mr Flavhabs consented to the inclusion in this report efrttatters based on
the information in the form and context in whiclagpears.
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AUDITOR'S REVIEW REPORT AND INDEPENDENCE DECLARATIO N UNDER SECTION 307C OF
THE CORPORATIONS ACT 2001

The Auditor's Review Report and Independence Dattam is set out on page 32 and forms part of fhectbrs’
report for the half-year ended 31 December 2007

DATED at PERTH this twelfth day of March 2008

Signed in accordance with a resolution of the dinesc

Anthony J McCLURE
MANAGING DIRECTOR
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Notes CONSOLIDATED
For Half Year For Half Year
31 Dec 2007 31 Dec 2006

Continuing operations $ $
Income
Interest income 79,134 380,430
Other income 112,727 15,156
191,861 395,586
Expenses
Administrative expenses (1,191,850) (1,078,021)
Depreciation charges (23,895) (7,043)
Consultancy fees (345,085) (573,809)
Exploration expenses written-off - (155,518)
Loss on sale of available-for-sale investments (85,447) -
Share based payments — options - (1,944,000)
Loss from continuing operations before income tax 1(,454,416) (3,362,805)
Income tax expense - -
Loss from continuing operations after income tax (454,416) (3,362,805)
Profit after tax from discontinued operations 4 - 2,266,925
Net loss for the period (1,454,416) (1,095,880)

Earnings / (loss) per share [cents per share]
From continuing operations:

Basic (0.733) (1.435)

Diluted (0.733) (1.435)
From profit / (loss) for the period

Basic (0.733) (0.468)

Diluted (0.733) (0.468)

The accompanying notes form part of this finanalort.
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CONDENSED BALANCE SHEET
ASAT 31 DECEMBER 2007

Current Assets

Cash and Cash Equivalents
Trade and Other Receivables
Prepayments

Inventories

Assets classified as held for sale
Total Current Assets

Non-Current Assets

Available for sale financial assets

Property, Plant & Equipment

Exploration, Evaluation & Development Costs
Intangible Assets

Total Non-Current Assets

Total Assets

Current Liabilities

Trade Payables & Accruals
Provisions

Derivative financial liability
Interest bearing liabilities
Total Current Liabilities

Non current liabilities
Interest bearing liabilities
Deferred tax liability

Total non-current liabilities
Total Liabilities

Net Assets

Equity

Contributed Equity
Reserves
Accumulated Losses

Total Equity

Note

CONSOLIDATED

As at As at
31 Dec 2007 30 June 2007
$ $
18,476,338 5,071,019
2,331,910 481,178
- 18,000
464,450 -
21,272,698 5,570,197
54,447 54,447
21,327,145 5,624,644
644,911 2,618,370
4,320,790 326,047
34,728,876 33,543,416
44,052,448 -
83,747,025 36,487,833
105,074,170 42,112,477
1,677,441 3,109,943
3,771,418 -
9,306,100 -
1,698,665 -
16,453,624 3,109,943
45,249,077 -
1,332,182 -
46,581,259 -
63,034,883 3,109,943
42,039,287 39,002,534
52,310,073 47,825,666
407,345 400,583
(10,678,131) (9,223,715)
42,039,287 39,002,534

The accompanying notes form part of this finanalort.
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CONDENSED CASH FLOW STATEMENT
FOR THE HALF YEAR ENDED 31 DECEMBER 2007

Cash Flows from Operation Activities
Receipts from Customers

Payments to Suppliers & Employees
Borrowing Costs

Interest Received

Net cash flows from /(used in) operating activities

Cash Flows from Investing Activities

Payments for Exploration and Development Expenditur
Payment for Plant & Equipment

Sale of Plant & Equipment

Purchase of equity investment

Proceeds from sale of equity investments

Other

Net cash flows from /(used in) investing activities

Cash Flows from Financing Activities

Proceeds from Issue of Shares

Proceeds from Issue of Convertible Notes
Costs associated with issuing Convertible Notes
Proceeds from Heritage Petroleum plc

Other

Net cash flows from /(used in) financing activities
NET INCREASE/(DECREASE) IN CASH HELD
CASH AT 1 JuLy

NET FOREIGN EXCHANGE DIFFERENCE

CASH AT 31 DECEMBER

Note

CONSOLIDATED
For Half Year 31
DEC 2006

For Half Year 31
DEec 2007

$

13,184

(1,615,919)
(13)
149,472

(1,453,276)

(3,645,201)
(30,250)

(44,091,168)
1,915,682

(45,850,937)

100,000
60,827,759

8,@24)

60,679,335

13,375,122
5,071,019
30,197

18,476,338

The accompanying notes form part of this finanalort.
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$

46,776

(1,008,080)
(5,793)
380,430

(586,667)

(3,687,646)
(79,758)
2,300,000

(1,467,404)

608,250

1,306,915

1,915,165

(138,906)
13,507,090

13,368,184
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CONDENSED STATEMENT OF CHANGES IN EQUITY
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Attributable to equity holders of the parent

CONSOLIDATED Contributed Accumulated Other Total

equity losses reserves

$ $ $ $

Balance at 1 July 2007 47,825,666 (9,223,715) 400,583 39,002,534
Loss for the period - (1,454,416) - (1,454,416)
Exercise of options 120,907 - (20,907) 100,000
Equity component of convertible notes 4,363,500 - - 363,500
Movement in fair value of available-for-sale assets - - 27,669 27,669
Balance at 31 December 2007 52,310,073 (10,678,131) 407,345 42,039,287
Balance at 1 July 2006 25,160,908 (9,023,559) 1,776,132 17,913,481
Loss for the period - (1,095,880) - (1,095,880)
Exercise of options 608,250 - (5,225) 603,025
Cost of option valuation - - 1,944,000 1,944,000
Movement in fair value of available-for-sale assets - - (360,098) (360,098)
Transferred to accumulated losses upon disposal of - 1,750,000 (1,750,000) -
the assets
Balance at 31 December 2006 25,769,158 (8,369,439) 1,604,809 19,004,528

The accompanying notes form part of this finanalort.
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EUROPEAN GAS LIMITED
ABN 75075 760 655
AND CONTROLLED ENTITIES

CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIA L REPORTS

1. Corporate Information

The financial report of European Gas Limited ammtwlled entities (the “Group”) for the half-yeanded 31
December 2007 was authorised for issue in accoedaith a resolution of the directors on 12 Marcl®@20European
Gas Limited is a company incorporated in Australid limited by shares which are publicly tradedlom Australian
Stock Exchange.

The nature of the operations and principal acésitf the Group are described in note 3.

2. Summary of Significant Accounting Policies

The half-year financial report does not include @lithe notes of the type normally included withire annual
financial report and therefore cannot be expeabedrovide as full an understanding of the finanpiaiformance,
financial position and financing and investing witités of the consolidated entity as the full ficad report.

The half-year financial report should be read imjonction with the annual Financial Report of Ewwap Gas
Limited as at 30 June 2007.

It is also recommended that the half-year finan@gpbrt be considered together with any public aneements made
by European Gas Limited and its controlled entitlegng the half-year ended 31 December 2007 iordence with
the continuous disclosure obligations arising urideCorporations Act 2001

(a) Basis of Preparation

The half-year consolidated financial report is anegal purpose financial report, which has been gmep in
accordance with the requirement of the Corporatibois2001, applicable Accounting Standards, inalgdAASB
134 “Interim Financial Reporting” and other mandgtprofessional reporting requirements. The haHrynancial
report has been prepared on a historical cost,lEasigpt where stated.

For the purpose of preparing the half-year findn&port, the half-year has been treated as aalesceporting period.
(b) Significant accounting policies

The half-year consolidated financial statementsHasen prepared using the same accounting poéisiesed in the
annual financial statements for the year endecu@@ 2007, except for the adoption of amending statsdmandatory
for annual periods beginning on or after 1 July2Gis described in Note 2(d).

Financial Instruments Issued by the Company

Debt and equity instruments are classified as eiihbilities or as equity in accordance with théystance of the
contractual arrangement. Transaction costs arisinghe issue of equity instruments, net of assedidax, are
recognised directly in equity as a reduction of threceeds of the equity instrument to which thetcaoslate.

Transaction costs are the costs that are incuiiredtly in connection with the issue of those eguiistruments and
which would not have been incurred had those ingtnis not been issued.
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EUROPEAN GAS LIMITED
ABN 75075 760 655
AND CONTROLLED ENTITIES

CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIA L REPORT

Convertible notes

The convertible notes are a compound financiatimsént with separate liability and equity composddentified on
initial recognition. Transaction costs are deddctgainst the liability component of the compourmiricial
instrument at amortised cost using the effectiverest rate method.

The debt component of the convertible notes ihé&rrsplit into two components: a debt componentaandmponent
representing the embedded derivative in the coiflemotes. The embedded derivative representsahe of the
option that note holders have to convert into aadirshares in the Company.

The debt component of the convertible note is mealsat amortised cost and therefore increasesgsréisent value

of the interest coupon payments and redemption amimgereases, with a corresponding charge to fieatwst
(accretion expen3e The debt component decreases by the cash shtevepon payments made. The embedded
derivative is measured at fair value at each balaheet date, and the change in the fair valuecisgnised in the
income statement.

Interest and dividends
Interest and dividends are classified as expensess adistributions of profit consistent with theldrece sheet
classification of the related debt or equity instant or component parts of compound instruments.

Goodwill
Goodwill on acquisition is initially measured atstdeing the excess of the business combinationtbeeacquirer’s
interest in the net fair value of the identifiablesets, liabilities and contingent liabilities.

Following initial recognition, goodwill is measured cost less any accumulated impairment lossesjvgt is not
amortised.

Goodwill is reviewed for impairment, annually or radrequently if events or changes in circumstaricéicate that
the carrying value may be impaired.

As at acquisition date, any goodwill acquired Is@dted to each of the cash-generating units egddoctbenefit from
the combination synergies.

Impairment is determined by assessing the recoleemiount of the cash-generating unit to which gbedwill
relates.

Where the recoverable amount of the cash-generatiitgis less than the carrying amount, an impamntess is
recognised.

Where goodwill forms part of a cash-generating amitl part of the operation within that unit is dispd of, the
goodwill associated with the operation disposedisoincluded in the carrying amount of the operatiwhen
determining the gain or loss on disposal of therafun.

Goodwill disposed of in the circumstance is measune the basis of the relative values of the opmratisposed of
and the portion of the cash-generating unit rethine
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EUROPEAN GAS LIMITED
ABN 75075 760 655
AND CONTROLLED ENTITIES

Exploration and Development Expenditure

Exploration, evaluation and development expendiimcerred is accumulated in respect of each idiebl# area of
interest. These costs are only carried forwardh¢oeixtent that they are expected to be recoupeddhrthe successful
development of the area or where activities indiea have not yet reached a stage that permisaale assessment
of the existence of economically recoverable resgrv

Accumulated costs in relation to an abandoned areawritten off in full against profit in the year which the
decision to abandon the area is made.

When production commences, the accumulated costhdaelevant area of interest are amortised theetife of the
area according to the rate of depletion of the envoally recoverable reserves.

A regular review is undertaken of each area ofé@#eto determine the appropriateness of contintargarry forward
costs in relation to that area of interest.

Costs of site restoration are provided over the dif the facility from when exploration commences are included
in the costs of that stage. Site restoration cosiside the dismantling and removal of mining plaguipment and
building structures, waste removal, and rehabititabf the site in accordance with clauses of theing permits.
Such costs have been determined using estimatkguoé costs, current legal requirements and teldgiyoon an
undiscounted basis.

Any changes in the estimates for the costs areuated on a prospective basis. In determining thatscof site
restoration, there is uncertainty regarding theiaand extent of the restoration due to commuenyectations and
future legislation. Accordingly the costs have beetermined on the basis that the restoration vallcompleted
within one year of abandoning the site.

(c) Basis of consolidation

The half-year consolidated financial statementsprige the financial statements of European Gasteinand its
controlled subsidiaries (‘the Group’). The acquisitof Gazonor S.A. on 28 December 2007 has beeouated for
using the purchase method of accounting. The peecimaethod of accounting involves allocating thet aisthe
business combination to the fair values of thetasseyuired and the liabilities or contingent liieis assumed at the
date of acquisition.
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EUROPEAN GAS LIMITED
ABN 75075 760 655
AND CONTROLLED ENTITIES

CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIA L REPORTS

(d)

New Standards and Interpretations Not Yet Adopte

The following standards, amendments to standardsirgarpretations have been identified as thosechvhiay
impact the entity in the period of initial applicat. They are available for early adoption at 88eJ2007 but
have not been applied in preparing the financiabre

New or revised requirement

Effective for annual
reporting periods

beginning/ending on
or after

More information

Impact on Group

AASB 123 Borrowing Costs (Revised), AASB 2007-
Amendments to Australian Accounting Standards

Eliminates the option of expensing borrowing costs
relating to qualifying assets, instead requiring
capitalisation. Transitional provisions require
prospective application to borrowing costs relating t
qualifying assets for which the commencement date
for capitalisation is on or after application date. An
entity may however, designate any date before the
application date and apply the Standard to borrowir
costs relating to all qualifying assets for which the
commencement date for capitalisation is on or after
that date. The Amending Standard eliminates refere
to the expensing option in various other
pronouncements.

AASB 8 Operating Segments, AASB 2007-3
Amendments to Australian Accounting Standards
arising from AASB 8

AASB 8 replaces AASB 114 Segment Reporting an
introduces new ‘management approach’ to segmen
reporting to align IFRS and US GAAP. Unlike AASE
114, AASB 8 only applies to entities which have on
issue debt or equity securities that are traded in a
public market (or which are in the process of issuing
any class of instruments in a public market).
Therefore, reporting entities that are out of scdpe o
AASB

8 may wish to early adopt this Standard to avoid
segment reporting in their financial reports.

AASB 1049 Financial Reporting of General
Government Sectors by Governments

This Standard applies to the Australian Governmen
and each State and Territory Government and is
therefore of limited relevance to other entities.

Beginning 1 January
2009

Beginning 1 January
2009

Beginning 1 January
2008
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Optional for half-
year ending 30
June 2007

Optional for early
adoption for year
ending 30 June
2007

Optional for half-
year ending 30
June 2007

Optional for early
adoption for year
ending 30 June
2007

Optional for half-
year ending 30
June 2007

Optional for early
adoption for year
ending 30 June
2007

Unless the Group
becomes involved in
a qualifying asset in
future periods;
amendments are not
expected to have any
impact on the
financial report.

AASB 8 is a
disclosure standard,
so will have no
direct impact on
amounts in the
financial report.
However
amendments will
result in changes in
disclosures.

The Group is not a
general government
sector by
Governments;
amendments are not
expected to have any
impact on the
financial report.



EUROPEAN GAS LIMITED
ABN 75075 760 655
AND CONTROLLED ENTITIES

CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIA L REPORTS

3. SEGMENT INFORMATION
The consolidated entity’s business segment opeggedraphically as follows:

2007:
o Europe: Production, development and exploratiorcéanmercial coal bed and coal mine methane depasits
France and Italy.

2006:
o Europe: Exploration for commercial coal bed and adae methane deposits in France and Italy.
o Discontinued operations: Oil and gas exploratioth production activities in Western Australia

EUROPE DISCONTINUED UNALLOCATED TOTAL OPERATIONS
OPERATIONS
31 Dec 2007 31 Dec 20064 31 Dec 2007 31 Dec 2006 Deg12007 31 Dec 2006 31 Dec 2007 31 Dec 2006
$ $ $ $ $ $ $ $
Revenue - g - 2,266,925 191,861 395,586 191,861 2,662,511
Results (613,203 (865,172) - 2,266,925 (841,213) (2,497,633) (1,454,4(116D95,880)

4. DISCONTINUED OPERATIONS

On 1 July 2006 the consolidated entity sold itsitggn Terratek Drilling Tools Pty Ltd to Golden Dgsty Resources
Ltd for a consideration of shares and petroleunaltms.

On 18 September 2006 the consolidated entity cdediihe sale of the Broome tank and pipeline fehca
consideration of $2,300,000.

On 158" September 2006 the consolidated entity sold itsieing interests in the Canning Basin to ARC Epdog a
consideration of shares and petroleum royalties.

Profits attributable to discontinued operationstfa six months ended 31 December 2007 and 31 Dee?06
were as follows:

CONSOLIDATED

Half Year Half Year
31 Dec 2007 31 Dec 2006
Revenue $ $
Gain on disposal of subsidiary - 430,747
Profit on sale of fixed assets - 1,836,178
- 2,266,925
Expenses - -
Profit before tax - 2,266,925
Income tax - -
Profit after tax - 2,266,925
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EUROPEAN GAS LIMITED
ABN 75075 760 655
AND CONTROLLED ENTITIES

CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIA L REPORTS

Assets and liabilities relating to discontinued r@piens as at 31 December 2007 and 31 Decembeng2€@6as
follows:

CONSOLIDATED
31 Dec 2007 30 June 2007

Assets $ $
Exploration, Evaluation & Development Costs 54,447 54,447
54,447 54,447
Liabilities - -
Net assets - discontinued operations 54,447 54,447

5. EXPLORATION, EVALUATION & DEVELOPMENT COSTS:
Exploration expenditure costs carried forward pect of areas of interest in:

Pre-production: Exploration and evaluation phase
CONSOLIDATED
31 Dec 2007 30 June 2007

$ $

Balance at the beginning of the year 33,543,416 4,326,581
Expenditure incurred 1,185,460 11,095,109
Disposal - (2,819,958)
Write off of abandoned areas - (166,647)
Acquisition as part of business combination - 21,162,778
Classified as held-for-sale [note 4] - (54,447)

34,728,876 33,543,416

Ultimate recoupment of costs carried forward fopleration and evaluation phases is dependent onessful
development and commercial exploitation or salhefrespective exploration areas.
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EUROPEAN GAS LIMITED
ABN 75075 760 655
AND CONTROLLED ENTITIES

CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIA L REPORTS

6. INTANGIBLE ASSETS

Goodwill
Customer contracts

Acquisition of Gazonor S.A

CONSOLIDATED
31 Dec 2007 30 June 2007
$ $
40,171,930 -
3,880,518 -

44,052,448 -

On 28 December 2007, European Gas Limited acquif&® of the voting shares of Gazonor S.A, a company
incorporated in France, which was owned by FiliaBok., a wholly owned subsidiary of Charbonnages$-dece,

the French state owned coal mining corporation.

The total cost of the combination was $45,137,4#% Group funded this transaction via the issueanivertible

notes.

The fair value of the identifiable assets and liabs of Gazonor S.A. as at the date of acquisitice:

Cash and cash equivalents
Trade receivables

Inventories

Property Plant & Equipment
Customer contracts [refer note (i)]

Trade payables
Provision for rehabilitation [refer note (ii)]
Deferred tax liability

Fair value of identifiable net assets
Goodwill arising on acquisition [refer note (iii)]

Cost of the combination:
Cash consideration paid to the vendor
Costs associated with the acquisition
Total cost of the combination

Recognised  Carrying

at amount at
acquisition  acquisition
$ $
559,226 559,226
1,968,664 1,968,664
464,450 464,450
3,990,743 3,990,743
3,880,518 -
10,863,601 6,983,083
794,452 794,452
31418 3,771,418
1,332,182 -
5,898,052 4,565,870
4,965,549
40,171,930
45,137,479
43,812,709
1,324,770
45,137,479
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EUROPEAN GAS LIMITED
ABN 75075 760 655
AND CONTROLLED ENTITIES

CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIA L REPORTS

The cash outflow on acquisition is as follows:

Net cash acquired with the subsidiary 559,226
Cash paid (43,812,709)
Costs associated with the acquisition (1,324,770)
Net cash outflow (44,578,253)
(1) As at the date of acquisition, Gazonor had ltergn contracts with certain customers to deliver geer

various periods up to March 2010. These contraat® been valued by discounting the future expected
net cash inflows over the period of contract at 0o

(i) Provisions amount to commitments made by Garofww future costs associated with the end of
producing asset’'s economic life. These costs haea lestimated by third party experts who are pesftc
in supplying the services that will be necessary.

(i)  The recoverable amount of Gazonor's operatibas been determined based on a value in use atébcul
That calculation uses cash flow projections basefimancial budgets approved by management covering
a 20 year period, and a discount rate of the midtgm®tween 10%-12.5%. Management believes that any
reasonable possible change in the key assumptionshich Gazonor’'s recoverable amount is based
would not cause Gazonor’s carrying amount to exésagcoverable amount.

7. INTEREST BEARING LIABILITIES

CONSOLIDATED
31 Dec 2007 30 June 2007

$ $
Current
Convertible Note
— Debt component 1,710,346 -
— Transaction costs at amortised cost (11,681) -
1,698,665 -
— Fair value of embedded derivative 9,306,100 -
Non-Current
Convertible Note
— Debt component 45,429,920 -
— Transaction costs at amortised cost (180,843) -
45,249,077 -
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AND CONTROLLED ENTITIES

CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIA L REPORTS

During December 2007, European Gas Limited (“th@gany” or “European Gas”) issued convertible
notes to Transcor Astra Group a subsidiary of Can@aNationale a Portefeuille S.A. (a European hase
business group) to fund its acquisition of Gazarat for working capital purposes.

The notes were issued in two tranchees:
- Tranche A: 14,500 notes @L,500 each totalling21.750 million ($36.37 million); and
- Tranche B: 9,750 notes @L,500 each totalling14.625 million ($24.46 million)
The terms of the notes are:
- Maturity: 36 months from the date of issue;
- Applicable currency: Euro §

- Coupon rate: 5% p.a. of nominal value [6% p.a.Ti@nche B if a convertibility event does not ocaithin
60 days of the issue date and until such convétyilevent occurs].

- Interest payment: Paid quarterly for Tranche AJ abhredemption or conversion for Tranche B. Therast
is capitalised and added to the nominal value efibte;

- Conversion right: Note-holder has the right toeam all or part of the notes to ordinary shareEwfopean
Gas.For Tranche Aanytime after 4% day of the issue and"®ay before maturity for Tranche A; afmt
Tranche Banytime after convertibility event an8l day before maturity.

- Convertibility event: For Tranche B the convemildvent occurs EITHER (a) on expiry of the statutor
period for objection after notice is given to Fgreinvestment Review BoaidFIRB”) and the company
obtaining shareholder approval for the conversibiiranche B on the same terms as Note A or European
Gas is permitted to issue sufficient additionalisgunder ASX listing rules; OR (b) any other evexturs
to enable the company to issue shares that wouldesalt in note-holder holding more than 15% & th
company’s share capital.

- Conversion price:0.75 per convertible note
- Conversion ratio: Nominal value divided by convensprice.
- Redemption at maturity: All outstanding notes attumity shall be redeemed in cash.

- Early redemption: European Gas has to redeemdh®p of Tranche B Notes in cash that would result
note-holder holding more than 15% of the comparsfiare capital if the convertibility event has not
occurred within 366 days of the issue date or thte the FIRB’s objection is communicated to Europea
Gas.

- Other terms: Provisions have been made in theeagrat to guard note-holder’s interest with respect
issue of additional shares, bonus shares, andetigiglduring the period upto maturity/conversion.

The Notes have been classified as a compound falanstrument containing both liability and equigmponents
represented by the fixed rate note and the optioronvert into ordinary shares of European Gase &quity
component of $4,381,394 represents the residuabiatadter deducting from the fair value of the No&s a whole
the amount of $60,827,759, separately determinée the fair value of the liability component.

Transaction costs measured at amortised cost @isengffective interest rate method have been dfagainst the
liability component of the Notes. Transaction sast$248,424 were incurred in relation to the éssfithe Notes and
$192,524 was deducted against the liability compboaad $17,894 was deducted against the equity eoemt of the
Notes on initial recognition. Transaction cost$88,006 were expensed during the current period.
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CONDENSED NOTES TO THE CONSOLIDATED INTERIM FINANCIA L REPORTS

The liability component of the Notes has been frtsplit to recognise the fair value of the embedderivative
represented by the early conversion feature oNtties at the option of the holder. The value efdhll option has
been determined by reference to Binomial optiomatidn model. The fair value on the issue date detisrmined to
be $9,306,100. This amount has been separatediifidd on the face of the balance sheet. Changt® fair value
of the embedded derivative are recorded in profit lass in each reporting period.

8. CONTRIBUTED EQUITY

CONSOLIDATED CONSOLIDATED

31 Dec 2007 30 June 2007 31 Dec 2007 30 June 2007
Number Number $ $
a) Ordinary shares
At the beginning of the reporting period 198,152,66 161,511,364 47,825,666 25,160,908
Shares issued during the period
Shares issued on exercise of options 1,000,000 »OG5 120,907 608,250
Shares issued in consideration for 100% of - 31,509,298 - 22,056,508
issued capital of Heritage Petroleum Plc
At reporting date 199,155,662 198,155,662 47,946,573 7,825,666
b) Equity component of convertible notes
At the beginning of the reporting period - -
Notes issued during the year 4,381,394 -
Transaction costs (17,894) -
At reporting date - - 4,363,500 -
Total 52,310,073 47,825,666

CONSOLIDATED

31 Dec 2007 30 June 2007
Number Exercise Number Exercise
Price Price
Outstanding options $ $
Unlisted options expiring on:
25-August-2008 - 1,000,000 0.10
28-November-2008 4,000,000 1.00 4,000,000 1.00
28-November-2010 4,000,000 1.50 4,000,000 1.50
28-February-2009 1,546,769 1.00 1,546,769 1.00
9,546,769

10,546,769
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9. RESERVES
Option Asset Foreign Available Total
valuation revaluation Currency for sale $
reserve reserve Translation investments
$ $ Reserve reserve
Consolidated $ $
31-December-2007
Balance at the beginning of the period 1,964,907 - ,288,196) (278,128) 400,583
Options exercised during the year (20,907) - - (20,907
Transfer to profit or loss upon sale of
investments - - - 12,911 12,911
Movement in fair value of investments - - - 14,758 B87
At reporting date 1,944,000 - (1,286,196) (250,459) 4875
30-June-2007
Balance at the beginning of the year 26,132 1,7%0,00 - - 1,776,132
Options granted during the year 1,944,000 - - - 1,92031,0
Options exercised during the year (5,225) - - - (5,225)
Transfer to retained earnings upon
disposal - (1,750,000) - - (1,750,000)
Movement in fair value of investments - - - (278,128) 27g,128)
Effect of translation of functional
currency to presentation currency of
subsidiary. - - (1,286,196) - (1,286,196)
At reporting date 1,964,907 - (1,286,196) (278,128) 4683

10. EVENTS AFTER BALANCE SHEET DATE

No matters or circumstances have arisen sincenth@fthe half year which have significantly affegttor may
significantly affect the operations or state ob## of the consolidated entity in the future fiohyears.

11. CONTINGENT ASSETS AND LIABILITIES

Since the last annual report date, there has beemarterial change of any contingent assets or rogertit
liabilities.
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COMPANY DETAILS
The registered office of the company is:

Suite 4, 4 Ventnor Avenue,

West Perth WA 6005

AUSTRALIA

Tel: +61 8 9226 0320

Fax: +61 8 9226 0309

E-mail: info@europeangas.com.au
Website: www.europeangas.com.au

The corporate office of the company is:

17 Square Edouard VII
75009 Paris
FRANCE

Tel: +33 1534394 41

Fax: +33 1534394 94
E-mail: info@europeangas.fr
Website: www.europeangas.fr
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Directors’ Declaration
In the opinion of the directors of European Gasitenh

1. The financial statements and notes set out geg4a5 to 29 are in accordance with the Corporsitidet 2001
including:

(a) giving a true and fair view of the financialgitton of the consolidated entity as at 31 Decem@®®7 and of its
performance, as represented by the results opisations and cash flows for the half- year endethat date;
and.

(b) complying with Australian Accounting StandardA8B 134 “Interim Financial Reporting” and the
Corporations Regulations 2001; and

2. There are reasonable grounds to believe thatatmpany will be able to pay its debts as and whey become due
and payable.

DATED at PERTH this twelfth day of March 2008

Signed in accordance with a resolution of the Daec

Anthony J McCLURE
Managing Director
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INDEPENDENT AUDITOR’S REVIEW REPORT

TO THE MEMBERS OF EUROPEAN GAS LIMITED

Report on the Half-Year Financial Report

We have reviewed the accompanying half-year financial report of European Gas Limited, which
comprises the condensed balance sheet as at 31 December 2007, and the condensed income statement,
condensed statement of changes in equity and condensed cash flow statement for the half-year ended on
that date, a statement of accounting policies, other selected explanatory notes and the directors’
declaration of the consolidated entity comprising European Gas Limited and the entities it controlled at 31
December 2007 or from time to time during the half year ended on that date.

Directors’ Responsibility for the Half-Year Financial Report

The directors of the company are responsible for the preparation and fair presentation of the half-year
financial report in accordance with Accounting Standards (including the Australian Accounting
Interpretations) and the Corporations Act 2001. This responsibility includes establishing and maintaining
internal control relevant to the preparation and fair presentation of the half-year financial report that is free
from material misstatement, whether due to fraud or error; selecting and applying appropriate accounting
policies; and making accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express a conclusion on the half-year financial report based on our review. We
conducted our review in accordance with Australian Auditing Standard on Review Engagements ASRE
2410 Review of an Interim Financial Report Performed by the Independent Auditor of the Entity, in order
to state whether, on the basis of the procedures described, we have become aware of any matter that
makes us believe that the financial report is not in accordance with the Corporations Act 2001 including:
giving a true and fair view of the company’'s financial position as at 31 December 2007 and its
performance for the half-year ended on that date; and complying with Accounting Standard AASB 134
Interim Financial Reporting and the Corporations Regulations 2001. As the auditor of European Gas
Limited, ASRE 2410 requires that we comply with the ethical requirements relevant to the audit of the
annual financial report.

A review of a half-year financial report consists of making enquiries, primarily of persons responsible for
financial and accounting matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with Australian Auditing Standards and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion.

Tel: 61 8 9278 2222 | Fax: 61 8 9278 2200 | www.pkf.com.au

West Australian Partnership | ABN 39 542 778 278

Level 7, BGC Centre | 28 The Esplanade | Perth | Western Australia 6000 | Australia
PO Box 25066 | St Georges Terrace | Perth | Western Australia 6831

PKF is a national association of independent chartered accounting and consulting firms, each trading as PKF. PKF Australia Ltd is
also a member of PKF International, an association of legally independent chartered accounting and consulting firms.

Liability limited by a scheme approved under Professional Standards Legislation
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Independence

In conducting our review, we have complied with the independence requirements of the Corporations Act
2001.

Conclusion
Based on our review, which is not an audit, we have not become aware of any matter that makes us
believe that the half-year financial report of European Gas Limited is not in accordance with the

Corporations Act 2001 including:

(a) giving a true and fair view of the consolidated entity’s financial position as at 31 December 2007
and of its performance for the half-year ended on that date; and

(b) complying with Accounting Standard AASB 134 Interim Financial Reporting and Corporations
Regulations 2001.

PKF
Chartered Accountants

Chris Nicoloff
Partner

Dated at Perth, Western Australia this 12" day of March 2008
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AUDITOR'S INDEPENDENCE DECLARATION

As lead auditor for the review of European Gas Limited for the half year ended 31 December 2007, |
declare that, to the best of my knowledge and belief, there have been:

0] no contraventions of the independence requirements of the Corporations Act 2001 in relation to the
review; and

(i) no contraventions of any applicable code of professional conduct in relation to the review.

This declaration is in respect of European Gas Limited and the entities it controlled during the half year.

PKF
Chartered Accountants

Chris Nicoloff
Partner

Dated at Perth, Western Australia this 12" day of March 2008

Tel: 61 8 9278 2222 | Fax: 61 8 9278 2200 | www.pkf.com.au

West Australian Partnership | ABN 39 542 778 278

Level 7, BGC Centre | 28 The Esplanade | Perth | Western Australia 6000 | Australia
PO Box 25066 | St Georges Terrace | Perth | Western Australia 6831

PKF is a national association of independent chartered accounting and consulting firms, each trading as PKF. PKF Australia Ltd is
also a member of PKF International, an association of legally independent chartered accounting and consulting firms.

Liability limited by a scheme approved under Professional Standards Legislation
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