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200612007 IN PERSPECTIVE

OPLE

Recruited and established the operational team for
Kogan Creek Power Station.

Rolled out the second phase of the Company’s
leadership development program to managers and
supervisors at all sites.

Introduced high visibility and flame retardant clothing
at all sites to increase staff and contractor safety.
Appointed Bill Andrew as General Manager of Organ-
isation Development.

Developed industry first post-graduate qualifications in
power generation in partnership with other generators
and three universities.

OPERATIONS

Progressed the $1.2 billion, 750 megawatt Kogan
Creek Power Project to almost 99 per cent completion
and commenced commissioning activities.
Achieved four years without a lost time injury at Mica
Creek Power Station on 3 January 2007.

Received a $50 million funding offer for the Callide
Oxyfuel Project from the Federal Government’s Low
Emissions Technology Demonstration Fund.
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Signed an $11 million gas farm-in deal with Australian
energy company Metgasco to establish 2P gas re-
serves at their fields in northern New South Wales.
Recorded a 13.7 per cent increase in reliability at
Callide C Power Station.

Implemented major water-saving measures at
Swanbank Power Station that resulted in a 45 per
cent reduction in town water use and significant raw
water savings.

Successfully demolished the old Swanbank A Power
Station’s three, 122 metre high concrete chimneys
and progressed the overall demolition project to near
completion.

FINANCE

Returned a $43 million net profit after tax for
2006/2007.

Generated 13,996 gigawatt hours of electricity and
achieved record electricity sales of $616.3 million.
Created $34.3 million in revenue from Gas Electricity
Certificates from the Company’s gas-fired plant.
Spent $17.6 million on overhauls of existing assets.

13,996 40,630 56,468 43,300
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ABOUT CS ENERGY

S ENERGY’S MissIoN Is To develop the Company into a large, low cost, multi-fuel generator, operating across the

National Electricity Market. Our long-term vision is to be the leading generator in the Australian energy market.

To achieve this, we are developing the skills of our people, providing the technology and systems to support
their work and fostering a corporate environment with six key values: safety, commercial approach, environmental
responsibility, teamwork and mutual trust, innovation and creativity, and integrity.

CURRENT OPERATIONS (AT 30 JUNE 2007)

Swanbank B Coal-fired 480 480
Swanbank E Gas-fired* 385 385
Callide A? Coal-fired 120 120
Callide B Coal-fired 700 700
Callide C Coal-fired 900 450
Mica Creek A (Units 1,2,3,4) Gas-fired 132 132
Mica Creek A (Units 5,6,7) Gas-fired* 103 103
Mica Creek B Gas-fired 35 35
Mica Creek C Gas-fired* 55 55
Kogan Creek® Coal-fired 750 750

3,660 3,210

1 Combined cycle
2 Callide A is in storage for future use in the Callide Oxyfuel Project
3 Kogan Creek Power Project is commissioning and due for commercial handover in late 2007



BUSINESS STRATEGY

S ENERGY HAS A 10-YEAR plan to achieve its mission of being a significant, multi-fuelled electricity generator in the
National Electricity Market by 2014. Each year, the Company sets targets that support the strategies in this
plan and measures progress against them.

THE BUSINESS IS

|
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SAFETY

STRUCTURE

LEADERSHIP

TRAINING

Develop safety action plans for all sites, rollout high visibility and flame retardant clothing
to operations sites, introduce Chairman’s reward program for safety milestones and start
random drug and alcohol testing at all sites.

Safety plans in place at all sites, commenced rollout of high visibility and flame retardant
clothing, developed safety reward program concept and extended consultation on drug and
alcohol program.

Finish rollout of high visibility and flame retardant clothing, complete drug and alcohol
program development, introduce fatigue management plan, rollout out consistent confined
space procedure at all sites and implement safety awards.

Consolidate performance review system, introduce document management system, final-
ise procurement review and implement changes, and conduct ongoing improvements to
ensure the structure supports the organisation.

Enhanced performance review system, completed first phase of document management

system, finalised procurement review, conducted review of support services and built
Portfolio Services team.

Establish Portfolio Services as a separate division and implement outcomes of support
services review.

Induct new staff in Leadership Principles, conduct second round of training for leaders and
audit program effectiveness.

Delivered Leadership Principles training for all new staff, introduced Leadership in Practice
training for site management and designed audit process.

Evaluate the leadership program implementation, respond to audit findings and develop
the next phase.

Complete operator and frontline management training programs for Kogan Creek and other
site staff.

Forty-six Kogan Creek and other site staff graduated from frontline management and operator
training programs, and developed and launched joint power generation skills program.

Conduct second intake of frontline management training for supervisors, and review technical
training across the Company.
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OPERATIONS

small increase in the concentration of discharge to
Bundamba Creek but will not adversely impact on
the downstream environment.

While the drought conditions resulted in
Swanbank B recording an availability rate of 90.06
per cent for the year, it still achieved a strong
reliability figure of 97.5 per cent. Swanbank E
stepped up its output to maintain a steady supply
to south-east Queensland and recorded a reliability
rate of 96 per cent.

There was only one lost time injury at Swanbank
during the year, which was a reduction of two from
2005/2006 and a solid result considering the busy
overhaul program. An increased focus on plant
walk-throughs to check for hazards and completing
Job Safety Environment Analysis risk assessments
helped achieve this improvement.

Swanbank was one of several Ipswich business-
es nominated for the Community Citizen of the
Year Award at the Ipswich Business Awards in
July 2006. For more information on the station’s
community relations program, please see page 35
of this report.

After completing the B2 overhaul in mid-
August 2007, the Swanbank team will turn their
attention to an outage at E station. The site will
also make final preparations to receive recycled
water in its onsite storage, Swanbank Lake, from
September 2007.

CALLIDE POWER STATION

Callide Power Station enjoyed a year of high gen-
eration output in 2006/2007, with no major over-
haul work and improved reliability at Callide C. This
strong performance was timely, as Swanbank B
Power Station’s generation was constrained in
the second half of the year by the drought in south
east Queensland.

The Callide site has a capacity of 1,720 mega-
watts and comprises three power stations of
varying ages and capacity. Built in the mid 1960s
and refurbished in the late 1990s, the 120 MW
Callide A is in storage for future use in the Callide
Oxyfuel Project (see page 26 of this report). Callide
B was commissioned in 1988 and has a total
capacity of 700 MW and the supercritical, 900 MW
Callide C was commissioned in 2001. CS Energy
has 100 per cent ownership of A and B stations

and owns C station in a 50/50 joint venture with
InterGen Australia.

Callide C’s reliability improved significantly in
2006/2007 following improvements to furnace
cleaning and ash handling equipment in overhauls
the previous year. C station’s reliability for the year
was 94.4 per cent—an increase of 13.7 per cent
from 2005/2006. Unit C3 in particular performed
well, passing 100 days of continuous operation
in late June 2007. The modifications to unit C3’s
submerged chain conveyor (SCC) to reduce ash
spillage contributed to this improved performance
and similar modifications are planned for unit C4’s
SCC in May 2008.

B station ran solidly for much of the year, but age-
related issues such as boiler tube repairs resulted
in its lower reliability of 90.5 per cent. A mid-life
review of Callide B was initiated in 2005/2006
and the first refurbishments are scheduled for an
overhaul of B1 in October 2007. The works include
replacing the boiler waterwall, installing new air
heater baskets and a generator rewind. The mid-
life refit will continue with outages in 2008 and
2010 to install a new control system and carry
out other improvements. The refurbishments will
ensure B station runs reliably for the remainder of
its economic life.

CS Energy'’s joint work with Sigma Energy Solu-
tions on cooling water system modifications at
B station garnered the companies an Australian
Engineering Excellence Award in November 2006.
The modifications were made using Sigma’s patent-
ed CondenserBoost and resulted in significant plant
efficiency improvements. CondenserBoost works
by diverting cooling water back into the condenser,
maximising heat transfer and recycling water.

In safety, Callide had one staff lost time injury
(LTI) during the year and celebrated 1,000 days
without an LTI to contractors. It was also the first
CS Energy site to introduce the SAFEmap Behaviour
Based Safety Training, which aims to improve par-
ticipants’ risk identification and response skills.

The station moved closer to having all units
operating on dense phase ashing, with commis-
sioning of the system on B station showing
promising results. There have been some technical
issues with the full implementation of the system,
however Callide is committed to dense phase ash-
ing as it uses less water and increases the site’s
ash storage capacity.
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Boiler engineer James
Dring inspects a
section of the new
Callide B1 waterwall,
which will be installed
in October 2007.

OPERATIONS

Callide hosts up to eight apprentices and
trainees each year, and in May 2007 former staff
member Tinita Wilson won the Trainee of the Year
category at the Gladstone district finals of the
Queensland Training Awards. The award recognised
Tinita’s achievements while completing a Frontline
Management Traineeship at Callide.

CS Energy and InterGen transitioned to new
reporting structures under the operations and main-
tenance contract for the jointly owned C station.
The new structure removes a level of hierarchy,
resulting in the Callide Power Station Site Manager
reporting directly to the joint venture owners,
reflecting the owners’ confidence in CS Energy as
the operator of the plant.

Maintenance prior-
ities for Callide in 2007/2008
are the B1 overhaul in October
2007, modifying the C4 sub-
merged chain conveyor in
May 2008 and preparing for
a two-month outage of B2 in
late 2008. Callide will also
aim to have both stations
operating reliably on dense
phase ashing and continue
its commitment to reliable
and safe generation.

MICA CREEK POWER STATION
Mica Creek Power Station recorded a system
reliability figure of 99.2 per cent for 2006,/2007,
which was an excellent result considering the
age of some units and technical issues managed
during the year. Comprising 10 units built between
the 1960s and late 1990s, Mica Creek is gas-fired
and has a total capacity of 325 megawatts. It is an
off-grid station that supplies power to north west
Queensland’s mining industry and communities in
the region, including Mount Isa and Cloncurry.
The highlight of the year was Mica Creek
reaching four years without a lost time injury (LTI)
on 3 January 2007. This result was unprecedented
in CS Energy and achieved during a busy overhaul
program that brought many contractors to site.
An effective safety induction program and regular
training for staff were key factors in this result. A
minor LTI in March 2007 ended the record run, but
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also made the Mica Creek team determined to set
a new LTI free record.

Mica Creek managed six overhauls during the
year, as well as several unscheduled plant outages
that occurred during the summer high load period.
The operation and maintenance team’s quick
response to the forced outages contributed to the
station’s strong reliability figure for the year.

The 2006/2007 overhaul program began in
August 2006 with a combustor inspection of C1,
which ran well apart from some unscheduled cable
repairs that delayed its return to service until early
September. A concurrent overhaul of C2 included
modifications to install an improved bearing design
on the high pressure turbine.

A generator rewind of B1 was completed in
October 2006 following
the resolution of technical
issues that had delayed
the unit’s return to service.
The unit was brought back
online in early November
after repairs to its exciter.
During this period, summer
load requirements and the
temporary unavailability of
other units resulted in occa-
sional load curtailment of
large customers. Mica Creek
worked withits large industrial
customers to manage demand, to ensure there
was no impact on supply to Mount Isa residents.

A hot gas path inspection of A6 was successfully
completed in December and Mica Creek ran reliably
over the next several months. An electrical failure
on A7’s generator circuit breaker in February
2007 caused some shortterm load curtailment
to customers while the unit was unavailable and
similar symptoms were found on one of the A6
breakers. Final overhauls for the year were a hot
gas path inspection of A7 in March and overhauls
of A1 and A2 in May and June respectively.

In August 2006, Mica Creek Power Station pass-
ed an external audit of its compliance with the 1ISO
14001 International Environment Management
Systems standard. The station also completed
improvements to the bulk acid handling system
that were initiated the year before to improve safety,
minimise handling, and reduce spillage risks.



OPERATIONS

Other environmental work included a cleanup and
rehabilitation of part of the site, which resulted in a
huge visual improvement, with many hundreds of
tonnes of surplus, redundant, and scrap materials
removed and mostly recycled.

Mica Creek’s location in one of the most
remote areas of Queensland makes attracting and
retaining skilled staff an increasing challenge.
In response, the station has adopted a strong
training culture for apprentices and trainees
and sponsored community events, such as
the Mount Isa Business Awards, to increase
its profile as an employer.
For the second year, Mica
Creek won the Large Host
Trainer of the Year Award
at the Mount Isa Group
Apprenticeship Training and
Employment Awards.

CS Energy is planning to
expand Mica Creek by up
to 50 megawatts to meet
future demand and retire the
oldest units. During the year
discussions were held with
existing and potential custom-
ers of Mica Creek to secure
power purchase agreements
to underwrite the expansion.
For more information on the
Mica Creek Renewal Project,
please see pages 22 and 29
of this report.

There will be con-
tinued emphasis on attraction of new employees
as well as retention of existing personnel through
various initiatives.

Overhauls for the coming year include a major
inspection of unit A3 as well as a hot gas
path inspection of C1. Additionally, there will
be combustor inspections of A6 and A7 and a
minor inspection of unit C2 in conjunction with
C1’s overhaul.

Site improvements will continue with the com-
pletion of the integrated control and monitoring
system upgrade, installation of the new raw water
tank and unit condition monitoring.

KOGAN CREEK POWER STATION

In parallel with the construction activity at Kogan
Creek Power Station (please see page 24),
the team that will work at the completed station
underwent an intensive training and induction
program. CS Energy recruited 38 staff for
the Kogan Creek team, including eight internal
appointments and four from other Queensland
power stations.

In June 2006, 17 staff commenced a 12-
month intensive operator training program to
provide them with the skills to operate and
maintain the new technology
at Kogan Creek. The training
complemented participants’
engineering or trade skills
and by June 2007 all had
completed their Workplace
Health and Safety Boiler and
Turbine tickets.

Following the finalisation
of the Kogan Creek Enterprise
Bargaining Agreement, the
team moved out to site in
October 2006. This involved
relocating staff and their
families to the nearby town
of Chinchilla and supporting
them as they settled into a
new community.

As construction contract-
ors Siemens Hitachi ramped
up commissioning in 2007,
CS Energy staff worked along-
side them in an observer
capacity as part of their plant familiarisation.
In June 2007, CS Energy staff transferred to a
shift roster in preparation for the transition to
commercial operation in 2007/2008.

In early 2007/2008, the Kogan Creek
team will finalise safety and security plans for
the site in readiness for commercial operation.
Their priority for the remainder of the year will be
achieving maximum reliability from the plant and
preparing for the first 8,000 hours overhaul in
August 2008.
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OPERATIONS

ENVIRONMENTAL PERFORMANCE

CS Energy is committed to responsible environ-
mental management. The Company’s Environment
Policy guides all environmental decision-making
and work practices. All sites have an Environmental
Management System in place, certified to the
international standard 1SO 14001, and their
environmental performance is monitored using
these systems.

Environmental management at CS Energy is
integrated with health and safety across
common areas to promote an overall culture of
corporate accountability. Regular training, briefings,
staff newsletters and internal
events such as environment
improvement competitions all
contribute to increased staff
awareness ofthe environment
and their responsibilities.

External audits
of Mica Creek and Callide
Power Stations in 2006/2007
resulted in their certification
to meet the revised ISO
14001 standard. Swanbank
Power Station and the
Brisbane corporate office had their certifications
upgraded following audits the year before.

CS Energy uses the Energy Supply Association
of Australia’s Code of Environmental Practice for
rating its environmental performance. Each year
CS Energy’s performance is measured against the
Code and benchmarked against other Australian
generators. In 2006/2007, CS Energy scored 4.4
out of 5.

As Kogan Creek Power Station neared com-
pletion during the year, the environment team
continued to develop the site’s procedures for
commercial operation. An Integrated Environment-
al Management System (IEMS) was submitted to
the Environmental Protection Agency in February.

CS Energy implemented an improved Environ-
mental Issues Register (EIR) at all sites, to
support the revised ISO 14001 standard. The EIR
now demonstrates a clearer link between en-
vironmental legal requirements and the assess-
ment of significant environmental aspects of
CS Energy'’s activities.

In 2006/2007,

CS Energy celebrated 10 years
of membership in the Fed-
eral Government's Green-
house Challenge Program for
reducing greenhouse emis-
sions. Over the last decade,
CS Energy has decreased
its greenhouse intensity
by 17.8 per cent through
actions such as:
+ increasing the proportion
of gas-fired generation in its

portfolio and using combined cycle configuration

in these plants

decommissioning older less efficient plant such

as Swanbank A

using landfill gas to supplement one unit at

Swanbank B, and

refurbishing cooling towers at all sites.

Total energy sent out GWh
Gas and renewables used T)
Gas and renewables generation %
Renewable generation sent out GWh

Greenhouse gas intensity per

energy sent out tonnes CO,e/GWh
Water consumption ML

Ash sold tonnes
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13,110 13,996 6.76%
31,454 37,885 20.45%
25.6 29.3 3.71%
30.0 31.5 5.12%
851 829 -2.60%
28,117 27,796 -1.14%
98,943 81,548 -17.58%



ORGANISATION DEVELOPMENT

13 per cent, CS Energy maintains a multi-faceted
approach to staff retention.

The Company recognises that employee
loyalty and commitment remains a key aspect
of workforce stability. Throughout the year the
leadership development program continued as
the cornerstone of CS Energy’s overall employee
development framework. Combined with a review
of recruitment strategies and implementation of
initiatives to encourage people to live and work in
remote areas, CS Energy continued to build on its
base of highly skilled and versatile employees—
an essential component for achieving its vision
of growing its share of the
national electricity market.

The second phase of the
leadership development pro-
gram was rolled out to all
supervisors and managers
during the year. This stage,
known as ‘Leadership in
Practice’, provided a platform
for participants to focus
on and resolve issues in
the workforce that impeded
growth and engagement.
From each workshop, action
plans were developed, along
with a shared philosophy of
continuous improvement and
empowerment.

Over the
lasttwoyears,CS Energy has
implemented a consistent
and integrated performance
review program across the organisation. The
system linked with each staff member's Role
Purpose Statement and was designed to focus
on the leadership principles of giving employees
room to grow and recognising contribution.
Performance Management training was rolled out
to assist managers and supervisors in actively
managing performance. In mid-2006 the move
to the new version of SAP allowed the review
process to be conducted on-line. Later in 2007, on-
line functionality will be extended to include Role
Purpose Statements, to ensure that they remain

a readily accessible and active component of the
work environment.

In late 2006 a comprehensive ‘Functional
Review’ was undertaken to critically assess the
delivery and focus of internal support services.
A key recommendation was to capitalise on the
diverse skills and depth of experience that resided
within CS Energy’s power stations. Although the
functional review concentrated on the support
services of IT, Finance, Human Resources and
Procurement, it was recognised that the whole of
portfolio approach that had worked effectively in
the delivery of engineering services could be a
model for delivery of non-core
services to power station
operations. The review was
finalised in early 2007 and
its recommendations are
being implemented gradually
across all sites. Through
the participation of internal
specialists, CS Energy will see
more streamlined structures,
systems and processes.

In keeping with commitments
to build industry specific
skills, CS Energy joined
forces with Tarong Energy,
Stanwell Corporation and
three  Queensland uni-
versities to develop a post-
graduate program for engin-
eers and para-professionals.
Launched in early 2007, the
Power Generation Skills Development Program
is offered through the University of Queensland,
Central Queensland University and Queensland
University of Technology. The program is designed
to target priority skills areas, provide industry with
an increased pool of staff and give participants
professional development opportunities. Nine
CS Energy staff completed the first semester of
the program.

The Company’s continuing sponsorship of the
Queensland Electricity Transmission and Distri-
bution Bursary Scheme helped support the next
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Callide Human
Resources team
members Rebecca
Purgar (left) and
Owen Lawrence
workshop the training
program for Business
Administration trainee

Sara Saunders,
who is one of 47
graduates, apprentices

and trainees across
CS Energy



ORGANISATION DEVELOPMENT

generation of engineers. The program provides
financial assistance and vacation employment to
students undertaking engineering degrees in areas
relevant to the power industry.

In response to a need to continuously up-skill
employees, CS Energy engaged training providers
to develop and deliver two tailored training
programs for operators and supervisors. Twenty-
two staff completed the first stage of an operator-
training course, attaining their Workplace Health
and Safety Boiler and Turbine
tickets. At the completion
of the next stage they will
graduate with a Certificate
IV in Power Generation. The
second program was a 12-
month Supervisor Develop-
ment program, which saw
22 staff graduate with a
Certificate IV in Business
(Frontline Management). New
intakes of both programs are
planned for 2007/2008.

CS Energy also conducted
training for specific safety priorities, which are
outlined on page 31 of this report.

With 18.3 per cent
of its workforce aged 55
years and above, succession
planning remains an essential
component of CS Energy’s
long-term competitiveness.
During the year the Company
developed a policy for en- -
suring a succession plan was
in place for critical roles in
the business. The ‘Manager-
One-Removed’ process was
also refined, to give staff twice-yearly sessions
with their manager’s supervisor to discuss their
career paths. It is planned to rollout a number of
supporting aspects of these two systems in the
latter part of 2007.

CS Energy revised its graduate program and
the role of mentors to ensure the Company
was providing graduates with job diversity and
skills development opportunities. The graduate
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program currently includes nine staff who are
employed across the Company’s five sites in the
fields of engineering, health and safety, finance,
human resources, environment, and information
technology. CS Energy also has an active apprentice
and trainee program.

Twelve graduates and fourth year apprentices
completed a five-day Outward Bound Program in
October 2006 to develop their leadership, team-
work and problem-solving skills. The program
was initiated to build the
capabilities of the next gen-
eration of CS Energy leaders
and strengthen participants’
transition from training or
study to the workplace. A
further 12 graduates and ap-
prentices will participate in
the program in August 2007.

An external review of CS
Energy’s industrial relations
processes was conducted
by PriceWaterhouseCoopers in December 2006
at the request of the shareholding Ministers. The
review made a number of
recommendations regarding
the documentation and op-
eration of IR practices and
these are being progres-
sively actioned under the
oversight of the Board.
Progress against the
action plan is reported
monthly to the full Board and
to shareholding Ministers on
a quarterly basis.

In 2006/2007, the Human Resources
team finished recruiting the operational team
for the new Kogan Creek Power Station. This
involved a major project to relocate and house
the 38 employees and their families to the nearby
town of Chinchilla and surrounding areas on the
western Darling Downs. Also finalised during the
year was the Kogan Creek Enterprise Bargaining
Agreement intended to support the flexibility



ORGANISATION DEVELOPMENT

and multi-skilling necessary to support the new
technology of Australia’s newest and most complex
single unit station.

In 2007/2008, the five-year Equal
Opportunity plan expires and Human Resources
will complete another. The plan will complement
many of the philosophies inherent in the
leadership development program. Work will also
continue on further attraction and retention initia-
tives and plan for enterprise bargaining agreement
negotiations at several sites.

Another focus area will be the implementation
of the Functional Review outcomes and a long term
strategic workforce planning framework intended
to position CS Energy for future proposed capital
investment and expansion.

COMMUNICATION

With more than 550 staff spread across five
Queensland locations, effective internal com-
munication is essential to CS Energy’s success
as a business. The Company also places a high
priority on building strong relationships in the
communities that host its operations—Ipswich,
Chinchilla, Biloela, Mount Isa and Brisbane.

CSEnergy
uses a variety of media to
communicate with its staff.
A bimonthly newsletter,
quarterly briefings and email
updates from the Chief Ex-
ecutive keep staff informed
of significant news, the
Company’s performance and
future direction. These tools
are complemented by regular
site, team and work group
meetings.

Fundraising activities are an important part of
CS Energy’'s employee relations strategy, as they
foster greater staff interaction and links with the
community. The Company targets cancer charities
in particular as several CS Energy staff have a
family member or friend who has been affected
by the disease. In late 2006, staff raised $3,700
for research into prostate cancer and male
depression by participating in the ‘Movember’

program. Swanbank Power Station raised more
than $1,800 for Leukaemia research through the
World’s Greatest Shave in March 2007.

CS Energy focuses on face-
to-face communication with its neighbours at operat-
ing sites. At Swanbank, the Community Reference
Group (CRG) operated jointly with Thiess Services
entered its seventh year. Its regular meetings
provide a vital link between the operations of
CS Energy and Thiess Services and local residents,
as increasing population pressure is placed on the
region. The group’s newsletter, Swanbank Talk, is
distributed to 8,000 local residents in conjunction
with biannual public meetings.

This model was replicated at Chinchilla, where
a CRG was established to facilitate two-way com-
munication with residents affected by the Kogan
Creek Power Station. With construction drawing
to a close, the shape and focus of this group is
expected to change during 2007/2008.

At Callide, briefings are held twice a year to
update residents and businesses on activity at
the power station. Work at the station can involve
the influx of over 200 extra people in Biloela for
periods of up to six weeks, so it is important that
local businesses are aware
of the station’s timetable.
This year, a complementary
process was set up between
CS Energy and other large
businesses to coordinate
activities that may place
pressure on local services
like accommodation.

In Mount Isa, station staff
and businesses stay in touch
through organisations like
the Mount Isa Chamber of
Commerce. Although a small
economic presence in this community, Mica Creek
Power Station is a major sponsor of the Mount Isa
Business Awards and several other local events.

CS Energy’s business philosophy
encourages investment in the local economies that
support its operations. Our community investments
also reflect this philosophy, with resources fo-
cused on projects in Biloela, Chinchilla, Ipswich
and Mount Isa.
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CS Energy staff
raised $3,700 for the
national ‘Movember’
campaign to raise
money for research
into prostate ca
and male depression.




Image (right)
Approximately 50
Kogan Creek and

Brisbane staff

participated in the
CS Energy sponsored
Chinchilla Melon
Festival.

ORGANISATION DEVELOPMENT

One of CS Energy’s flagship partnerships is the
Moving Operal program, delivered in conjunction
with Opera Queensland. This five-day, intensive
performance workshop was originally offered only to
schools in the Brisbane area prepared to pay for the
program. Through its partnership with CS Energy,
Opera Queensland is able to offer the program, free
of charge, to students in regional communities.

During 2006/2007, the program travelled to
Biloela and Chinchilla. Students from the Biloela
workshop visited Callide Power Station to perform
for staff, many of whom were related to the students,
and take a tour of the power station.

The program culminates in a fundraising
concert by workshop participants and the Opera
Queensland performers. An enthusiastic welcome
from the community of Chinchilla resulted in the best
fundraising effort in the history of the program.

CS Energy, Siemens and Hitachi joined forces in
February 2007 as major sponsors of the Chinchilla
Melon Festival. The biennial festival makes a major
contribution to the local economy and this year’s
festival was the largest ever, attracting visitors from
across the globe and coverage on Channel Nine's
Getaway program.

As a major contributor to local economies
across Queensland, CS Energy supports Chamber
of Commerce Business Awards in Mount Isa,
Ipswich and Chinchilla.

Water was topical in south-east Queensland,
reflected in a partnership between Swanbank
Power Station and the Boonah Arts Collective to
deliver a waterthemed Boonah Arts Festival in
August. A water symposium accompanying the
festival gave CS Energy a valuable opportunity to
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engage with its neighbours on water issues during
the current drought.

The Swanbank CRG and staff from both
Swanbank Power Station and Thiess Services
Swanbank Landfill celebrated Clean Up Australia
Day on 4 March 2007 with a working bee on
Swanbank Road and around Swanbank Lake.

Power station staff at all sites continue to
embrace local causes. In Mount Isa, staff provided
financial and in-kind support to a community child
care centre set up to meet increased demand in
the area as the mining boom brings more families
to the region.

The station also extended its long-term relation-
ship with the Laura Johnson Home for the Aged
by donating office equipment to assist the
administration team at the not-for-profit facility.

Callide Power Station continued its support
for education in the region by contributing to the
establishment of Biloela State High School as a
technology hub school for the region. The hub, with
advanced design and manufacturing capabilities,
was established to enable students to design,
construct and race their own F1 model cars. The
program also helped Callide forge links between its
engineers and the school.



CORPORATE GOVERNANCE

PROGRESS AND LOOKING FORWARD

CORPORATE GOVERNANCE FRAMEWORK

CS Energy was established in 1997 under the
Government Owned Corporations Act 1993 (GOC
Act) and is incorporated as a public company,
subject to Corporations Law. Shares in CS Energy
are held by two State Government Ministers on
behalf of the people of Queensland. At 30 June
2007 these Ministers were:

Deputy Premier, Treasurer and Minister for

Infrastructure, Anna Bligh MP, and

Minister for Mines and Energy, Geoff Wilson MP.

Prior to amendments to the GOC Act in March
2007, shares were also held by three non-voting
shareholding Ministers. These shareholdings were
subsequently transferred to Minister Bligh.

CS Energy has a corporate governance frame-
work to ensure it maintains the highest standards
of ethics, efficiency and commercial performance.
Central to this framework is a Corporate Govern-
ance Charter that reflects the objectives of
good corporate governance in the ASX Corporate
Governance Council’s Principles of Good Corporate
Governance and Best Practice Recommendations.
Responsibility for ensuring the company practises
good corporate governance rests with its Board.

THE BOARD

CS Energy’s Board comprises seven, independent,
non-executive directors appointed by the Govern-
or in Council under the GOC Act. The Board is
responsible for setting strategic direction, reviewing
and approving plans by the Executive Management

Team, monitoring corporate performance, man-
aging risk and upholding the Company’s Code
of Conduct.

A key responsibility of the Board is reporting to
shareholding Ministers on CS Energy’s perform-
ance against the objectives set out in its annual
Statement of Corporate Intent (SCI).

The Board meets monthly, and more frequently
as required, to oversee CS Energy’s operations.

BOARD COMMITTEES

The Board has established four committees to
assist with the management of particular business
areas and provide a forum for Directors and the
Executive Management Team to discuss more
complex business issues. All four committees
report to the Board.

The Audit Committee assists
the Board in overseeing the reliability and integrity
of CS Energy’s financial reporting practices, ac-
counting policies, auditing and external reporting.
The committee provides advice to the Board on
financial statements, financial systems integrity
and business risks. It also helps ensure CS Energy
complies with all applicable laws, regulations and
Company policies and that an adequate internal
control system is in place for areas such as
business risk and safeguarding of assets.
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CORPORATE GOVERNANCE

BOARD MEETING AND BOARD COMMITTEE
MEETING ATTENDANCES FOR 2006/2007

Stephen Lonie 11 4
Tim Crommelin 9 n/a
Julie Leaver 11 4
Bob Henricks 11 n/a
Tony White 10 n/a
Sarah Israel 11 4
Mark Bucknall 11 n/a

The committee oversees development of the
Internal Audit Plan and the results of internal audit
activities and recommendations. It is also the
primary point of reference for CS Energy’s external
auditor, the Auditor General of Queensland. The
committee accepts reports from the Queensland
Audit Office and oversees progress on implementing
recommendations flowing from reports.

The committee meets quarterly and its mem-
bers are Julie Leaver (Chair), Stephen Lonie and
Sarah Israel.

Highlights for 2006/2007 included reviews of
internal control frameworks, plant control system
security, the Strategic Sourcing Project, plant
maintenance, and year-end accounting issues.

As risk management is
a core responsibility of CS Energy’'s Board, the
Company has a dedicated Board Risk Committee.
The committee oversees the Company’s risk man-
agement system and ensures compliance with its
policies, procedures and legal obligations. The
Board Risk Committee meets quarterly, comprises
all Directors and is chaired by Timothy Crommelin.
Highlights for 2006/2007 included reviews of
pandemic response readiness, crisis and emergency
planning, the Insurance Placement Strategy, Callide
C joint venture governance arrangements, and key
risks for the organisation.

As a
company with a significant capital development
program, the Major Capital and Technical Committee
plays an important role in overseeing major projects.
The committee meets monthly to review progress
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4 11 5
3 n/a n/a
4 n/a n/a
4 11 n/a
4 10 5
4 n/a n/a
4 n/a 5

on projects and provide technical and commercial

advice. Its members are Stephen Lonie (Chair), Bob

Henricks and Tony White.

The major focus of the Committee for the
past 12 months was overseeing construction of
Kogan Creek Power Station. Other highlights for
2006/2007 were:

+ resolution of technical issues at Callide C
demolition of the old Swanbank A Power Station
planning for a second unit at Kogan Creek
overseeing the Callide Oxyfuel Project, and
considering expansion options for Mica Creek.

The Staff
and Remuneration Committee provides advice
on remuneration policies and practices. It makes
recommendations to the Board on negotiation
parameters for enterprise bargaining agreements
as well as remuneration packages and other terms
of employment for the Executive Management
Team. The committee ensures employees are fairly
remunerated for their work and that the Company
acts in the best interests of shareholders on
remuneration matters. Each year, the committee
reviews executive remuneration against agreed per-
formance measures.

The Staff and Remuneration Committee meets
quarterly and its members are Tony White (Chair),
Stephen Lonie and Mark Bucknall.

Highlights for 2006/2007 included:

the annual salary review and performance pay-

ments for employees on Alternative Individual

Agreements

the appointment of the General Manager Organ-

isation Development





