S
y/////////////

2




NN
e

R

S /////,,

X R
S

ARG
S
S

5 //ﬁ,,uwwﬁﬂw

A
A
SR

o
S
i
e
e

e




i

//440

SR .
i

SR,
AN
S
R

T %

R

W

RS
.oo,o,//
S

R

/./w.,,.h,,,

,,
e
e

.//
S
S

o
////////
NN

a

S
R

S
,/./////

T

a
.

./..////////7
..//ﬁ/




i PRI 98D 4 |K) PUBIBDZ MEK

Gear Investor

Mew Zealand D B Gas Limited {"NZ3G"] achieved key milestones in each of its thres development projects

inn Lhe half year to 31 December 2008, The first Tui production well was completed in February 2067, marking
the first ever subses development well completed in New Zealand. First cil from Tui is on track for June 2007,
The Pike River tunnel was started in September 2606 and is now achieving solid advance rates. Construction
activities for the Kupe project are progressing on schedule. In total NZOG invested $42 million in these three
projects during the haif year.

The six monthiy financial rescit is a deficit of $2.9 midion after minarity interests, and refiects 8 $2.5 milkion
provision against the cost of driling the Tieke-1 exploration well in December 2008. The result reflects that the

company is moving through a transition phase from a development focus into production.

NZGE has received strong support from the investing community. The company raised $17 million of additional
capital through a placement of shares and oplicns to investers in November 2006. Since December 2006, &
further $28 milkon was raised from the company's first rights issue and an associated placement of securities.

Dn a personal nate, as | indicated at the Annual Meeting in October 2006, | will shortly relinguish my execotive
rale with the company. [ will continue es Chairman, and the Board has appointed David Salisbury to succeed me
as Chief Bxecutive Officer effective from the start of Agril 2007 | am confident that David wili lzad the company
strongly as it becomes a substantial energy producer which will benefit shareholders and help secure New

Zealand's long term engrgy future.

R A Radford
Executive Chairman
15 March 2667

i the opinion of the Girectors of New Zeatand D# & Gas Limited, [“the Company”):

[1] The financial staterments and notes, set out in the relevant pages of the Intarim Report comply with the
accounting standards issued by the New Zealand Institote of Chartered Accountants; and

[2] The financial statements for the six months to 31 December 2006 and notes to those finencizl statemants
give a frue and fair view of the financiat position and performance of the Company; and

[3) Thereis reasonable grounds to believe that the Company will ke able to pay its debts as and when they

hecoms due and payahle.

The Interim Report of New Zestand D# 5 Gas Limited is approved for and an behalf of the Board

R F Mayer R A Radford
Girectar Girectar
28 February 2067 28 February 20067



The Tui project is on track to produce first cil in mid 2007

Facilities Construction: Tui construction works
continued at & number of iccations worldwide

and by December 2008 ali skbhses equipmant had
aither arrived in New Zealand or was in transit.
Installation works commenced in January 2007 with
the placement of the anchors and moocring frnes in
preparation for the arrival of the Floating Production
Storage snd OFflnad vessel [FPSOE Subses
installation commences in March 2007 with the
arrival of Techrip's Rockwater 2 installation vessel.
The Rockwater 2 will install the subaea flowlines,
gas-ift ines, chemical injection lines and control lines
between the four subsea wellheads and the FRPSG.
Construction of the FPS0 “Umurca” continues in
Singapore with arrival in New Zealand schedulad for
April 2007

Developmant Drilling: Driling of the four horizantal
prodizction wells commenced on 16 December 2006,
Yhe Tui joint venture has now drilled and cased the

surface holes for the Pateke~3H and Tui-3k wells £o
15080 metres and installed subsea trees. The Tui-2H

well has been drilled and completed for production

tn a total depth of 5,980 metres including 1,857
metres of horizontal production wellbore in the
reservair. The vertical cil column encountered varied
from 7 te 20 metres along the length of the welt path.
The horizontal drilling has gone smocthly and the
horizontal well fength was 248 metres longer than
planned.

Actyal driling time was 55 days compared

tn schedulad drilling time of 38 days. The joint
venturs has approved & 9% project budget increase
tn US $245 mitlion, partly due to slower drilling rates
than anticipated, but also because of the lengthening
of the Tui-2H production well horizontal section
which intersected & more extensive oil column

than predicted.

The Tui-3H well iz currently baing driled and at the
date of this repart is at 3,917 metres measured
depth, with complation schediied for late March 2007,
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This nationally significant development pragject is an track to
deliver first gas and liquid petroleum products in 2009

Development Activities: The key components of
the Kupe project faciities, the wellhead platform,
the offshore raw gas pipeline and the cnshore gas
piant, all made good progress through to the end
of December 2006, Construction of the wellhead
piatform inciuding topaides facilities proceeded
to scheduie in Thailand, with arrival in New Zeatand
schedaled for the September 2007 guarter

The grilling of the horizontally directionatly drilled
["MOD} pipeline, which witl eventually link the offshore
pipaline fo the onshore gas plant, commeanced in
danuary 2007 An order has heen placed for the
material for the 30 kilometre offshore gas pipeling,
which is due to be installed aver the summer of’
2007/8.

Getailed design of the anshore gas plant is now in
full swing, while earth-works 2t the site of this plant
lmcated near to Hawera have commenced. Worlk has
startad in obtaining guctes and evaluating tenders
for the key equipment packages for the gas plant.

Flanning continues for the three production wells,
now scheduled to be drilled using the Ensco 107 rig
commeancing in the September 2007 guarter. Long
lead-time equipment has been ordered to ensure
defivery to New Zealand well in advance of the start
of drilling.

Kupe Barik Finance: During November 2008 NZ0G
sisc mandated and agreed terms [suhject to usual
conditions precedent] with Westpac Barking
Corporation to project fund the mejority of NZOG's
15% irvesiment in the Kups project. Under these
tarms Westpac will arrange a $125 millkon lnan faciity,
tngether with & $10 million fetter of credit facility to
support contractor guarantees. These bank facilities
are additional to the $20 milion cost oversun facility
available to NZOG from Genesis Energy.
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The Pike River project is making strong progress on a number
of fronts, having faced and overcaome some challenges during
the period.

Operaticnai Update

Construction: Construction activities at the mine
site, situsted 46 kilometres north-gast of Greymouth,
are progressing well Al the tims of writing, the tunnel
development is 450 metres towards its 2,300 metres
end point at the Brunner coal seam. Progress since

8 January 2667 of 275 metres reflects improving
ratas of advance since the tunnel commenced in lete
September 2006. Initial projections of the rock type,
made from surface mapping, have been revised and
reforecast based on actual conditions encountered

in the tunnel. Whilst thare has been a need for
increased roof support, this has been largely offzet:
by faster than expected rates of advance in the
pocrer rock classes,

To date, spproximately $55 milion has been spent on
construction activities at the mine and eguipment:
purchases. Major activities on site inciuds 115
kilnmetres of road from the public road to the funnel
antrance, construction of seven bridges, clearance
of 18 hectares of land for instaliation of he mine's
bathhouse, substation, coat preparation plant and
stockpile areas and terracing of the amenities area
located 1.2 kilomatres from the tunne! entrance.
Work has commenced on of fice and workshop
buildings and instaflation of the 15 kilometres of
poreer supply infrastructure to the mine entrance is
making good progress.

Contracts are in place for the purchase of two
continucus miners and one roadhesder whizh will
develop the underground roadways in the coal seam
as well g5 other miring and transport eguipment
required for the ming The finaf shipment of slurey
pipeline from Japen is due in March 2997 which wili
see all 105 kilometres of pipe stored in Greymouth
awaiting installation.

Transport: Fike River Cosl Limited ("PRCLY) received
resource consent in December 2G0E {in 2n interim
decision} £n use the cheaper and more direct
southern route for coal transport from the mine o

ihe Greymouth part. The West Coast Coal Company
Limited, formed to transport Pike's coal from mine
site to export port at Taranaki, has complieted
detailed ship design for the inter-part gpacial
purpose vessels, and plans to upgrade both the

ports of Sreymouth end Teranaki are moving ahead.
Oredging of Port Taranaki to 125 metres draft to
atiow panamax sized vessels of up to 55 000 tonnes
o service the port is due toe be compieted in the June
2007 guarter

Coat Production: Coal production will ramp up during
the 2008 calendar year as underground roadways
are developad and the mine's infrastructure installad,
with calendaryear ended December 2008 seeing the
ming's production at 1.1 million tonnes.

Benchmark hard coking coal prices for 2667 were
zettled by large Australian producer BMA st U5%88
per tonne, which compares favourably to PRCLs
earlier pricing expectations.

Corporate Update

Finaricial: Guring the reporting period, PRCL

raised $20 million in eguity from new cornerstons
shareholder, Gularat NRE Coke Umited, and mandated
westpac Banking Corparation for a $65 mifion debt
facility and $10 million letter of credit facility

Board: Two highly qualified independent directors
wers appointed to the PRCL Board in Fehruary 2007,
John Gow, who led Newmont Australis as Managing
Cirector until his retirement in 2005, and Stuart
Mattraszss a director of Fonterra Co-operative Group
and a former barker.

Public Listing: A prospectus for the public offer of
PRCL securities was lodged with the Companies
Dffice and the New Zealand and Australian Stock
Exchanges for review in March 2607, ahead of
farmal registration. NZOG shareholders will receive
entitlements o a significant proportion of the float
at & ratic of 1 PRCL share for every 8 NZ20G shares
held at the relevart date.



e
3y N
aal
alan
3 G
as I
i
ed

5 ,,,/, ,,,,o,,,/
E ///MM
S

-

//// i

S

e
/r/.//// 3 mu/uu.uuuumﬂh/
//o/////,, S
,, . \

b Rk
a

5

2 i
\

,3{9
//’,,/
.

=

——
-

=

3 55.. %UW//MMMW

i



=
i
S
bt
ful
o
a
=l
o
o
ol
L
&
el
o
b

The Hector-1 expioration well will be drilled in the first half of 2007 The drilling schedule remains flexinie and ia

subject to driling aptimisaticn and faciity installations of the Tui field development. The Hector prospect is &
dip-cloged structure at the Kapuni-C level that has potential recoverable oil of 30-80 milkon barrels as mapped
on the 30 seiamic data set. Upside exists i the closure is fited fo spill point, in which case the nii-bearing
reservole wotld extend beyond the arsa imagad by the 30 survey. Further low relisf structures exist in the
vizinity of the Mector prospect and provide additionat patertial in £his permit if the Hector-1 expioration well

is successful.

The Taranui prospect is iocated approximately 18 kilometres northesst of Tui This prospect containg Kspani
F-zand reservoir targets similar te those discoverad in the Tt area il fields and has a potential of 5 to 15 million
barrels of recoverable oil. Taranui-1 is scheduied to be driled foliowing the Hector exploration well in PEP 38483,
with the timing being dependent on drilling optimization and faciiity installations of the Tui field development.
Adiscovery at Taranai could be tied back to the FPEE.

The Tieke-1 exploration well was drilled in November 2008 and encounterad only minor hydrocarbon shows in
the main reservolr target. The well was suspended to allow the results to be assessed o determing whether a
potentiat sidetrack to a deeper Kapuni send farget is merited.

A trangition rone seismic survey was successfully completed in August 2006, The data were recorded across

the surf and bheach zone to fill the gap between the existing land and rarine seismic surveys. initial processing
resuits are in ling with expectations. The primary reservoir target is the Mangahews Formation at the top of
the Eocene Kapuni Group. Technicad evaiuations are ongoing and a decision to deill an exploration wel on sither
the Felix or Opito structure will ke made in the first half of 2007,

The Momoho prozpect {originally named Stent] is located spproximately b km southeast of the Kupe field

development area. The primary reservole target: is the Farewsll Formation as encountered in the Kupe fisld and
surroungding discovery wells. The prospect is bounded by the Kupe South-4 gas discovery well to the north and
the Kupe South-5 ok discovery well to the south, increasing the ikelihood of hydrocarbon charge of oil ang/or
gas. The Kupe joint venture is currently considering using ong of the aption slots with the Ensce 107 driking rig
to deill the Momaho prospect.
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Oparating (deficitlsurpius before taxation

Taxation {expenselbenefit

Operating (deficitl/surplug after taxation

Met {deficitl surpiusg For the period

tideficitVaurpius compria

Farent mnberest

o
H

Equity at beginning of pariod

oo

pgrined revenuss and expenses

durig the periad

138,013 90,916

Sharey iz
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Share o

5156
1155%3
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45 8068
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Current Assels

Short term ascurities and cash depasits
FMeceiatbies
Deferrad sxpenses

wentores

ALTLR

Tobal Current Assets

Non-Current Assets

Prepayments

Caferrad exp
irvaabment it ated resourcs Company

Ciabe cormnany

Petroteurs and coal interests

iy dep

-gyRID

2B

Tobal Nop-Current Assets

162,134

Tutal Assaty

Currant Lishilities

e sad mocruals
Peosizinns

ER
.
02

186769

Tobtsl Current Liabilities

Non-Current Liabilities

zrrad taxstion

Tobal Noa-Current Liabilities

Tobal Liahifities

17747
27756

NET ASSETS

EQLETY

Abdo i omindo e Sl
Atbribubablie to Sh

attributabie to Minoriby Shareholders of the group

138,013

TOTAL SHAREHOLDERS ELHUITY

138,013

The notes g
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28 Fehraary 2007

fat i

to 23 form part of and are t

s finanoisl atabements,




Cash Flows From Dperating Activities
Caeh was recsivad from:
s recehied

=t

It ere

Diher inoome

Caeh wag paid For

LoaEh! =]

It ere

5 paidd

Dihser pavern

MNet cash flows from operating activities

Cash Flows From Investing Activities

Cach was received Frome

shraent i sescriale Combany

Caeh was paid For

Perraiggmn and coal expenditures

Net cash flows From investing schbivities

Cash Flows From Flnancing Activities

Cashwas received Frome

2 BErT0

Caeh wag paid For:
Fegaymant of borrowings

Y (] ST

Geferrad expendibure costs

MNet cash flows From Bnancing sctivities

Met {decrease finorease in cash

Caab otk

=141

13

ng oF period

of exchangs rete changes on o

-

A0

T

BG3 -

CASH AT END OF PERIGD

{2.6401]
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1 PUE[ERF MRS

2. TOTAL HEVENUE AND CPERATING

EXPENSES

)

1

Fevenus

{ui}

5355




4. SHAREHOLGEAS’ EQUITY

Fepsrtad paid in share Capital

Cinbiong on s

[

Paid in Bhare Capitat
Fetainad Earnigs
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1 PUE[ERF MRS

5. OTHEHA CUAHENT AND NON-CURRENT ASSETS

Garrent

Mon-Current

257 . 46538

oy

6. INVESTMENTS IN LISTED HESOURCE COMPANIES

Mon-Current

13404

7. INVESTMENTS IN SUBSIDIARY AND ASSCCIATE COMPANIES
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Mot Ausets Held in Joint Vanturaes

67508

9. PETROLEUM AND COAL INTEAESTS

Carrying Velue of Petraleum and Codl Explorstion, Evaiustion
ard Bevelopment Expenditure

HEHE
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16. PROVISIONS AND NON-CURBENT LIABILITES

Gurrant

Mon-Current

11, TAXATION

13. EMPLOYEE SHARE OWNEASHIP PLAN
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To the shareholders of New Zealand Dil & Gas Limited

We have completed 2 review on the financial statements on pages 11 to 23 in accordance with the Feview
Engagement: Standards issued by the Inatitute of Chartered Accountants of Mew Zealand. The financial
statements provide information about the past financial perfarmance of Mew Zesaland Sil & Gas Limited and its
financiad position as at 31 December 2006,

Directaors’ responsibilities

The Girectors of New Zestand 0il § Gas Limited are responsible for the preparation of financial statements
which give a true and fair view of the financial position of the company as 2t 31 December 2008 and the results
af its operations for the stk moanth perind ended on that date.

Reviewers’ responsibilities

It 15 nur responsibiiity to express an independant opinion on the fingncial staterents presented by the
Girectors and report our apinion to you.

Basis of opinion

A review is Bmited primarily ko enguiries of company personngl and analyviical review procedures applied to the
financial data and thus provides less assurance than an zudit. We have not performad an audit and, accordingly,
we do not express an sudit opinian.

Review opinion
Based on cur review, nothing has come to our attention that causes us to belisve that the financial statements

on pages 11 to 23 do not give a true and fair visw of the financial position of company as at 31 Gecember 2008
and the results of its operations for the sik moanth perind ended on that date.

Dur review was completed on 28 February 2007 and our apinion is expressed as at that date

KON

Wellington
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