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1.	 Safety comes first at Woodside; The North Rankin 
helipad with fire and safety crew standing by.

2.  	Acquiring subsurface data underpins our search for oil 
and gas; 3D seismic acquisition on the Western Legend.

3.	 Onshore, oil and gas fields can be identified and 
evaluated with seismic vibrator trucks; Vibroseis trucks 
in the Sahara Desert, Libya.

4.	 Offshore production of discovered oil and gas; an 
exploration rig alongside the Breton Sound platform in 
the Gulf of Mexico.

5.	 Building relationships with local communities is critical 
to the way we work; Engaging with indigenous children 
in Karratha.

6.	 Understanding and protecting the environment is 
part of our sustainable business principles; Scientists 
recording rock art in the Pilbara region of Western 
Australia.

7.	 Offshore gas and liquids are piped ashore and 
processed into LNG, LPG and condensate; Round 
the clock operation at the Karratha gas plant, Western 
Australia.

8.	 Gas is liquefied and loaded into large refrigerated ships, 
capable of carrying LNG across the globe.

About the Cover
1 2 3 4 5 6 7 8

The cover images depict Woodside’s diversity of people, places and activities throughout our value chain.

Woodside has long-term world class assets, 
talented people and the drive to become  
a global leader in LNG.

We explore, develop, produce and market gas  
and oil from Australia, the Americas and Africa  
to customers across the globe.

We are committed to returning outstanding and 
sustainable growth in our shareholders’ wealth 
...the right way.
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Consolidated Parent

Notes

2006

$m

2005

$m

2006

$m

2005

$m

Revenue from sale of goods 3(a) 	 3,810.4 	 2,746.7	 	 - 	 -

Cost of sales 3(b) 	 (1,204.0) 	 (854.0) 	 - 	 -

Petroleum Resource Rent Tax 3(c) 	 (200.4) 	 (123.3) 	 - 	 -

Gross profit 	 2,406.0 	 1,769.4	 	 - 	 -

Dividends and other income 3(d) 	 170.4 	 102.9 	 717.4 	 465.3

Other expenses 3(e) 	 (540.9) 	 (371.3) 	 (23.7) 	 (27.0)

Profit before income tax and net finance costs 	 2,035.5 	 1,501.0 	 693.7 	 438.3

Finance income 3(f) 	 20.2 	 21.9 	 13.3 	 10.2

Finance costs 3(g) 	 (46.4) 	 (30.7) 	 (17.2) 	 (1.5)

Profit before income tax 	 2,009.3 	 1,492.2 	 689.8 	 447.0

Income tax expense 4(a) 	 (582.3) 	 (384.8) 	 2.6 	 36.7

Net profit 	 1,427.0 	 1,107.4 	 692.4 	 483.7

Basic and diluted earnings per share (cents) 5 	 217 	 169 	 - 	 -

Dividend per share (cents) 6(b) 	 126 	 93 	 126 	 93

The accompanying notes form part of the Full Financial Report.

INCOME STATEMENT For the year ended 31 December 2006
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Consolidated Parent

Notes

2006

$m

2005

$m

2006

$m

2005

$m

Current assets

Cash and cash equivalents 21(a) 	 313.7 	 232.9 	 - 	 -

Receivables 7 	 625.6 	 358.1 	 278.9 	 282.0

Inventories 8 	 79.2 	 56.3 	 - 	 -

Financial and other assets 9 	 182.9 	 84.8 	 - 	 -

Total current assets 	 1,201.4 	 732.1 	 278.9 	 282.0

Non-current assets

Receivables 7 	 - 	 - 	 1,107.6 	 525.8

Inventories 8 	 5.1 	 10.6 	 - 	 -

Financial and other assets 9 	 198.7 	 97.0 	 309.5 	 286.0

Exploration and evaluation assets 10 	 1,103.2 	 694.6 	 - 	 -

Oil and gas properties 11 	 6,174.9 	 5,202.6 	 - 	 -

Other plant and equipment 12 	 102.7 	 100.9 	 - 	 -

Deferred tax assets 4(d) 	 182.7 	 131.5 	 - 	 0.1

Total non-current assets 	 7,767.3 	 6,237.2 	 1,417.1 	 811.9

Total assets 	 8,968.7 	 6,969.3 	 1,696.0 	 1,093.9

Current liabilities

Payables 13 	 784.3 	 632.6 	 508.6 	 0.1

Interest-bearing liabilities 14 	 313.3 	 31.4 	 - 	 -

Tax payable 15 	 207.9 	 152.8 	 196.4 	 137.6

Financial and other liabilities 16 	 6.1 	 43.7 	 - 	 -

Provisions 17 	 74.6 	 72.0 	 - 	 -

Total current liabilities 	 1,386.2 	 932.5 	 705.0 	 137.7

Non-current liabilities

Payables 13 	 4.2 	 9.4 	 131.6 	 85.4

Interest-bearing liabilities 14 	 1,507.0 	 1,096.1 	 - 	 -

Deferred tax liabilities 4(d) 	 809.4 	 673.3 	 - 	 -

Financial and other liabilities 16 	 443.5 	 356.8 	 20.5 	 -

Provisions 17 	 616.6 	 400.6 	 - 	 0.4

Total non-current liabilities 	 3,380.7 	 2,536.2 	 152.1 	 85.8

Total liabilities 	 4,766.9 	 3,468.7 	 857.1 	 223.5

Net assets 	 4,201.8 	 3,500.6 	 838.9 	 870.4

Equity

Issued and fully paid shares 18(a) 	 706.5 	 706.5 	 706.5 	 706.5

Shares reserved for employee share plans 18(b) 	 (177.9) 	 (148.0) 	 (177.9) 	 (148.0)

Other reserves 19 	 23.5 	 6.1 	 38.0 	 18.7

Retained earnings 20 	 3,649.7 	 2,936.0 	 272.3 	 293.2

Total equity 	 4,201.8 	 3,500.6 	 838.9 	 870.4

The accompanying notes form part of the Full Financial Report.

BALANCE SHEET As at 31 December 2006
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Consolidated Parent

Notes

2006

$m

2005

$m

2006

$m

2005

$m

Cash flows from operating activities

Receipts from customers 	 3,851.9 	 2,817.8 	 - 	 -

Interest received 	 19.8 	 21.1 	 13.4 	 10.2

Dividends received 	 10.0 	 7.0 	 713.3 	 446.7

Payments to suppliers and employees 	 (613.2) 	 (387.1) 	 (5.8) 	 (7.3)

Borrowing costs paid 	 (19.6) 	 (8.1) 	 (17.3) 	 (1.5)

Other fees and recoveries 	 18.5 	 21.8 	 19.3 	 18.7

Royalties and excise payments 	 (271.2) 	 (290.2) 	 - 	 -

Petroleum Resource Rent Tax payments 	 (126.7) 	 (86.7) 	 - 	 -

Income tax paid 	 (491.4) 	 (369.3) 	 (468.1) 	 123.5

Purchase of shares relating to employee share plans 	 (82.1) 	 (59.8) 	 (82.1) 	 (59.9)

Payments received from employees relating to 
employee share plans 	 52.7 	 48.2 	 52.7 	 48.2

Net cash from operating activities 21(b) 	 2,348.7 	 1,714.7 	 225.4 	 578.6

Cash flows from investing activities

Payments for capital and exploration expenditure 	 (2,374.1) 	 (1,835.3) 	 - 	 -

Proceeds from sale of investments 	 3.0 	 118.3 	 - 	 -

Proceeds from sale of exploration and evaluation assets 	 43.3 	 229.8 	 - 	 -

Proceeds from sale of other non-current assets 	 13.3 	 0.2 	 - 	 -

Payments for investments in controlled entities 	 - 	 (355.6) 	 (17.0) 	 (5.7)

Payments for investments in other entities 	 (1.7) 	 (2.0) 	 - 	 -

Net cash used in investing activities 	 (2,316.2) 	 (1,844.6) 	 (17.0) 	 (5.7)

Cash flows from financing activities

Proceeds from borrowings 	 773.4 	 (10.2) 	 - 	 -

Advances (to)/from controlled entities 	 - 	 - 	 504.9 	 (126.2)

Dividends paid 	 (713.3) 	 (446.7) 	 (713.3) 	 (446.7)

Payments for finance lease liabilities 	 (4.7) 	 (4.9) 	 - 	 -

Net cash from/(used in) financing activities 	 55.4 	 (461.8) 	 (208.4) 	 (572.9)

Net increase/(decrease) in cash held 	 87.9 	 (591.7) 	 - 	 -

Cash and cash equivalents at the beginning of 
the financial year 232.9 	 797.1 	 - 	 -

Effects of exchange rate changes on the  
balances of cash held in foreign currencies 	 (7.1) 	 27.5 	 - 	 -

Cash and cash equivalents at the end of the 
financial year 21(a) 313.7 	 232.9 	 - 	 -

The accompanying notes form part of the Full Financial Report.

CASH FLOW STATEMENT For the year ended 31 December 2006
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Issued and 
fully paid 

shares

Shares 
reserved for 
employee 
share plan

Other  
reserves
(Note 19)

Retained 
earnings
(Note 20)

Total 
equity

Consolidated $m $m $m $m $m

Balance at 1 January 2005 	 706.5 	 (136.9) 	 (7.1) 	 2,208.6 	 2,771.1

Adoption of new accounting standards relating to 
financial instruments 	 - 	 - 	 35.0 	 66.7 	 101.7

Balance at 1 January 2005 	 706.5 	 (136.9) 	 27.9 	 2,275.3 	 2,872.8

Employee share plan purchases 	 - 	 (59.9) 	 - 	 - 	 (59.9)

Employee share plan redemptions 	 - 	 43.0 	 - 	 - 	 43.0

Dividends applied 	 - 	 5.8 	 - 	 - 	 5.8

Cost of share based payment 	 - 	 - 	 18.7 	 - 	 18.7

Currency translation differences 	 - 	 - 	 7.8 	 - 	 7.8

Cash flow hedges 	 - 	 - 	 (20.8) 	 - 	 (20.8)

Available-for-sale financial assets 	 - 	 - 	 (27.5) 	 - 	 (27.5)

Amounts recognised directly in equity 	 - 	 (11.1) 	 (21.8) 	 - 	 (32.9)

Net profit for the year 	 - 	 - 	 - 	 1,107.4 	 1,107.4

Dividends paid 	 - 	 - 	 - 	 (446.7) 	 (446.7)

Balance at 31 December 2005 	 706.5 	 (148.0) 	 6.1 	 2,936.0 	 3,500.6

Balance at 1 January 2006 	 706.5 	 (148.0) 	 6.1 	 2,936.0 	 3,500.6

Employee share plan purchases 	 - 	 (72.7) 	 - 	 - 	 (72.7)

Employee share plan redemptions 	 - 	 35.1 	 - 	 - 	 35.1

Dividends applied 	 - 	 7.7 	 - 	 - 	 7.7

Cost of share based payment 	 - 	 - 	 22.2 	 - 	 22.2

Currency translation differences 	 - 	 - 	 (57.8) 	 - 	 (57.8)

Cash flow hedges 	 - 	 - 	 35.5 	 - 	 35.5

Available-for-sale financial assets 	 - 	 - 	 17.5 	 - 	 17.5

Amounts recognised directly in equity 	 - 	 (29.9) 	 17.4 	 - 	 (12.5)

Net profit for the year 	 - 	 - 	 - 	 1,427.0 	 1,427.0

Dividends paid 	 - 	 - 	 - 	 (713.3) 	 (713.3)

Balance at 31 December 2006 	 706.5 	 (177.9) 	 23.5 	 3,649.7 	 4,201.8

The accompanying notes form part of the Full Financial Report.

STATEMENT OF CHANGES IN EQUITY For the year ended 31 December 2006
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Issued and 
fully paid 

shares

Shares 
reserved for 
employee 
share plan

Employee 
benefits 
reserves
(Note 19)

Retained 
earnings
(Note 20)

Total 
equity

Parent $m $m $m $m $m

Balance at 1 January 2005 	 706.5 	 (136.9) 	 - 	 256.2 	 825.8

Employee share plan purchases 	 - 	 (59.9) 	 - 	 - 	 (59.9)

Employee share plan redemptions 	 - 	 43.0 	 - 	 - 	 43.0

Dividends applied 	 - 	 5.8 	 - 	 - 	 5.8

Cost of share-based payment 	 - 	 - 	 18.7 	 - 	 18.7

Amounts recognised directly in equity 	 - 	 (11.1) 	 18.7 	 - 	 7.6

Net profit for the year 	 - 	 - 	 - 	 483.7 	 483.7

Dividends paid 	 - 	 - 	 - 	 (446.7) 	 (446.7)

Balance at 31 December 2005 	 706.5 	 (148.0) 	 18.7 	 293.2 	 870.4

Balance at 1 January 2006 	 706.5 	 (148.0) 	 18.7 	 293.2 	 870.4

Employee share plan purchases 	 - 	 (72.7) 	 - 	 - 	 (72.7)

Employee share plan redemptions 	 - 	 35.1 	 - 	 - 	 35.1

Dividends applied 	 - 	 7.7 	 - 	 - 	 7.7

Cost of share-based payment 	 - 	 - 	 19.3 	 - 	 19.3

Amounts recognised directly in equity 	 - 	 (29.9) 	 19.3 	 - 	 (10.6)

Net profit for the year 	 - 	 - 	 - 	 692.4 	 692.4

Dividends paid 	 - 	 - 	 - 	 (713.3) 	 (713.3)

Balance at 31 December 2006 	 706.5 	 (177.9) 	 38.0 	 272.3 	 838.9

The accompanying notes form part of the Full Financial Report.

STATEMENT OF CHANGES IN EQUITY For the year ended 31 December 2006
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1.	 Summary of Significant Accounting Policies

(a)	 Basis of Preparation

	 The financial report is a general purpose financial report, which has been prepared in accordance with the requirements of 
the Corporations Act 2001 and Australian Accounting Standards and other mandatory professional reporting requirements.

	 The financial report has been prepared on a historical cost basis, except for derivative financial instruments, available-for-
sale financial assets and the effectively hedged portion of certain interest-bearing liabilities, which have been measured at 
fair value.  

	 The financial report is presented in Australian dollars.  The financial report is rounded to the nearest one hundred thousand 
dollars, unless otherwise stated,

	 The accounting policies set out below have been consistently applied to all periods presented in the consolidated financial 
report.

(b)	 Statement of Compliance

	 The financial report complies with Australian Accounting Standards which include Australian equivalents to International 
Financial Reporting Standards (‘AIFRS’).  Compliance with AIFRS ensures that the financial report, comprising the financial 
statements and notes thereto, complies with International Financial Reporting Standards (‘IFRS’).

	 The Group has adopted all of the new and revised Standards and Interpretations issued by the Australian Accounting 
Standards Board (‘the AASB’) that are relevant to its operations and effective for annual reporting periods beginning on or 
before 1 January 2006, which give rise to additional disclosure however without material effect on the financial statements 
of the Group and company

	 During the prior financial year the Group adopted AASB 132 Financial Instruments: Disclosure and Presentation and AASB 
139 Financial Instruments: Recognition and Measurement in accordance with AIFRS transition rules.  The Group also early 
adopted Interpretation 9 Reassessment of Embedded Derivatives in the prior year, which requires that a reassessment of 
whether an embedded derivative should be separate from the underlying host contract should be made only when there 
are changes to the contract.  These changes were accounted for by adjusting the opening balance of retained earnings and 
reserves at 1 January 2005, as disclosed in the reconciliation of movements in equity.

(c)	 Basis of Consolidation 

	 The consolidated financial statements comprise the financial statements of the Group as at 31 December each year.  

	 Subsidiaries are consolidated from the date on which control is transferred to the Group and cease to be consolidated from 
the date at which control is transferred out of the Group.

	 At acquisition, the assets, liabilities and contingent liabilities of a subsidiary are measured at their fair values in accordance 
with the purchase method of accounting.  Any excess of the cost of acquisition over the fair values of the identifiable net 
assets acquired is recognised as goodwill.

	 The financial statements of subsidiaries are prepared for the same reporting period as the parent company, using 
consistent accounting policies.  Investments in subsidiaries are carried at cost less allowances for diminution in value in the 
Company’s financial statements.

	 All intercompany balances and transactions, including unrealised profits and losses arising from intra-group transactions, 
have been eliminated in full.

NOTES TO AND FORMING PART OF THE FULL FINANCIAL REPORT
For the year ended 31 December 2006



�

NOTES TO AND FORMING PART OF THE FULL FINANCIAL REPORT
For the year ended 31 December 2006

(d)	 Revenue

	 Product revenue

	 Revenue earned from the sale of oil, gas and condensate produced is recognised when the risks and rewards of ownership 
of the product are transferred to the customer.  This policy is applied to the Group’s different operating arrangements as 
follows:

• 	 revenue earned under a lease or licence conferring ownership rights to production in which the Group has a working 
interest with other producers, is recognised in earnings on the basis of the Group’s interest in the relevant lease or 
licence (‘entitlements’ method).  Revenue is not reduced for royalties and other taxes payable from production, except 
where royalties are payable ’in kind’.

• 	 revenue from ‘take or pay’ contracts is recognised in earnings when the product has been drawn by the customer or 
recorded as unearned revenue when not drawn by the customer.

•	 revenue earned under a risk service contract is recognised when the Group has legally enforceable entitlement to the 
proceeds.

• 	 revenue earned under a production sharing contract is recognised on the basis of the Group’s share of oil, gas or 
condensate allocated to the contractor party or parties under the contract.

	 Interest revenue 

	 Interest revenue is recognised as interest accrues using the ‘effective interest’ method, which is the rate that exactly 
discounts estimated future cash receipts through the expected life of the financial instrument.

	 Dividend revenue 

	 Dividend revenue is recognised when the right to receive payment is established.

	 Services revenue 

	 Revenue for services rendered is recognised in proportion to the stage of completion of a contract.

(e)	 Exploration and Evaluation

	 Expenditure on exploration and evaluation is accounted for in accordance with the ‘area of interest’ method.  The Group’s 
application of the accounting policy for the cost of exploring and of evaluating discoveries is closely aligned to the US 
GAAP-based ‘successful efforts’ method.

	 Exploration licence acquisition costs are capitalised and subject to half-yearly impairment testing.

	 All exploration and evaluation expenditure, including general permit activity, geological and geophysical costs and new 
venture activity costs are expensed as incurred except where:

• 	 the expenditure relates to an exploration discovery that, at balance date, has not been recognised as an area of 
interest, as assessment of the existence or otherwise of economically recoverable reserves is not yet complete; or

•	 an area of interest is recognised, and it is expected that the expenditure will be recouped through successful 
exploitation of the area of interest, or alternatively, by its sale.

	 The costs of drilling exploration wells are initially capitalised pending the results of the well.  Costs are expensed where the 
well does not result in the successful discovery of economically recoverable hydrocarbons and the recognition of an area of 
interest.  Areas of interest are recognised at the field level.  Subsequent to the recognition of an area of interest, all further 
evaluation costs relating to that area of interest are capitalised.

	 Each potential or recognised area of interest is reviewed half yearly to determine whether economic quantities of reserves 
have been found or whether further exploration and evaluation work is underway or planned to support the continued carry 
forward of capitalised costs.

	 Upon approval of the commercial development of an area of interest, accumulated expenditure of the area of interest is 
transferred to oil and gas properties.

1.	 Summary of Significant Accounting Policies (continued)
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NOTES TO AND FORMING PART OF THE FULL FINANCIAL REPORT
For the year ended 31 December 2006

	 The recoverability of the carrying amount of the exploration and evaluation assets is dependent on successful development 
and commercial exploitation, or alternatively, sale of the respective areas of interest.

(f)	 Oil and Gas Properties

	 Oil and gas properties are carried at cost and include construction, installation or completion of production and 
infrastructure facilities such as pipelines and platforms, capitalised borrowing costs, transferred exploration and evaluation 
assets, development wells, and the cost of dismantling and restoration.

	 Subsequent capital costs, including major maintenance, are included in the asset’s carrying amount only when it is probable 
that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured 
reliably.  Otherwise costs are charged to the income statement during the financial period in which they are incurred.

(g)	 Other Plant and Equipment

	 Other plant and equipment is stated at cost less accumulated depreciation and any impairment in value.

(h)	 Depreciation and Amortisation

	 Oil and gas properties and other plant and equipment are depreciated to their estimated residual values at rates based on 
their expected useful life.  The major categories of assets are depreciated as follows:

(i)	 Impairment of Assets

	 The carrying amounts of all assets, other than inventory, financial assets and deferred tax assets, are reviewed half-yearly 
to determine whether there is an indication of an impairment loss.  If any such indication exists, the asset’s recoverable 
amount is estimated.  For any asset that does not generate largely independent cash flows, the recoverable amount is 
determined for the cash generating unit to which the asset belongs.  If the carrying amount of an asset (or cash generating 
unit) exceeds its recoverable amount, the asset (or cash generating unit) is written down.  Generally, the Group evaluates 
its oil and gas properties on a field-by-field basis.

	 The recoverable amount of an asset is determined as the higher of its value in use and net disposable value.  Value in use is 
determined by estimating future cash flows after taking into account the risks specific to the asset and discounting them to 
their present value using a risk adjusted pre-tax discount rate that reflects current market assessment of the time value of 
money.

	 Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash generating unit) is increased 
to the revised estimate of its recoverable amount, but only to the extent that the asset’s carrying amount does not exceed 
the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been 
recognised.

Category Method Estimated useful lives 
(years)

Oil and gas properties

Land and buildings Straight line over useful life 40

Transferred exploration  and 
evaluation assets and  
off-shore plant and 
equipment

Units-of-production basis over proved plus probable reserves 5-50

On-shore plant and 
equipment

Straight line over the lesser of useful life and the life of proved 
plus probable reserves

40

Marine vessels Straight line over useful life 10-40

Other plant and equipment Straight line over useful life 5-15

1.	 Summary of Significant Accounting Policies (continued)
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NOTES TO AND FORMING PART OF THE FULL FINANCIAL REPORT
For the year ended 31 December 2006

(j)	 Derivative Financial Instruments and Hedge Accounting 

	 The Group uses derivative financial instruments such as swaps, options, futures and forward contracts to hedge its risks 
associated with commodity prices, interest rate and foreign currency fluctuations.

	 Derivatives are initially recognised at fair value on the date a derivative contract is entered into and are subsequently 
remeasured to their fair value in line with market fluctuations.  The unrealised gain or loss on remeasurement is 
immediately recognised in the income statement, except where hedge accounting applies.  The fair values of derivative 
financial instruments that are traded on an active market are based on quoted market prices at the balance sheet date.  The 
fair value of financial instruments not traded on an active market is determined using appropriate valuation techniques.  

	 Hedge accounting

	 When a derivative is designated as a hedge for accounting purposes the Group documents the relationship between 
the derivative and the hedged item, as well as its risk management objective and strategy for undertaking the hedge 
transaction.  The Group also documents its assessment, both at hedge inception and on an ongoing basis, of whether the 
derivatives that are used in hedging transactions have been, and will continue to be, highly effective in offsetting changes in 
fair values or cash flows of hedged items.

	

	 Hedge accounting is discontinued when the hedging instrument expires or no longer qualifies for hedge accounting or is 
terminated.  At that point in time, any cumulative gain or loss on the hedging instrument recognised in equity remains in 
equity until the forecasted transaction occurs.

	 If a hedged transaction is no longer expected to occur, the net cumulative gain or loss recognised in equity is transferred to 
the income statement for the year.

	 Embedded derivatives

	 Derivatives embedded in the Group’s contracts that change the nature of a host contract’s risk and are not clearly and 
closely related to the host contract, are initially recognised at fair value on the date the contract is entered into, with 
movements reported in the income statement.

1.	 Summary of Significant Accounting Policies (continued)

Hedge type & risk Accounting treatment

Fair value hedge

Exposure to changes in the fair value 
of a recognised asset or liability or 
committed transaction

Changes in fair value of derivatives that are designated and qualify as fair value 
hedges are recorded in the income statement, together with any changes in 
the fair value of the hedged risk that is attributable to the asset or liability or 
committed transaction.

Cash flow hedge 

Exposure to variability in cash flows 
associated with a highly probable 
forecasted transaction or a committed 
transaction

The effective portion of changes in the fair value of derivatives are recognised 
in equity in the hedging reserve. The gain or loss relating to any ineffective 
portion is recognised in the income statement immediately.

Amounts accumulated in equity are taken to the income statement in the 
periods when the hedged item affects income, for instance, when the forecast 
sale that is hedged takes place.

Hedge of net investment

Exposure to changes in the net 
assets of foreign operations from 
foreign exchange movements

The accounting treatment is substantially similar to a cash flow hedge. 
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NOTES TO AND FORMING PART OF THE FULL FINANCIAL REPORT
For the year ended 31 December 2006

(k)	 Provision for Restoration

	 The Group records the present value of the estimated cost of legal and constructive obligations to restore operating 
locations in the period in which the obligation arises.  The nature of restoration activities includes the removal of facilities, 
abandonment of wells and restoration of affected areas.

	 Typically, the obligation arises when the asset is installed at the production location.  When the liability is initially recorded, 
the estimated cost is capitalised by increasing the carrying amount of the related oil and gas properties.  Over time, the 
liability is increased for the change in the present value based on a risk adjusted pre-tax discount rate appropriate to the 
risks inherent in the liability.  The unwinding of the discount is recorded as an accretion charge within finance costs.  The 
carrying amount capitalised in oil and gas properties is depreciated over the useful life of the related asset (refer Note 1(h)).

	 Costs incurred that relate to an existing condition caused by past operations, and do not have a future economic benefit, 
are expensed.

(l)	 Joint Ventures 

	 The Group’s interests in unincorporated joint venture assets are accounted for by recognising its proportionate share in 
assets and liabilities from joint ventures, except where as operator Woodside takes on the role as independent contractor.  
In these instances, receivables and payables relating to joint venture operations are brought to account on a gross basis.  

	 Joint venture expenses and the Group’s entitlement to production are recognised on a pro-rata basis according to the 
Group’s joint venture interest.

	 Investments in joint venture entities, where the Group has significant influence, but not control, are accounted for using 
the equity method of accounting.  Under the equity method, the cost of the investment is adjusted by the Group’s 
proportionate share of the results of the venture.

(m)	Borrowing Costs

	 Borrowing costs incurred for the construction of qualifying assets are capitalised during the period of time that is required 
to complete and prepare the asset for its intended use or sale.  Assets are considered to be qualifying assets when this 
period of time is substantial (greater than 12 months).

	 The interest rate used to determine the amount of borrowing costs to be capitalised is the weighted average interest rate 
applicable to the Group’s outstanding borrowings during the year.

(n)	 Foreign Currency

	 The functional currency and presentation currency of Woodside Petroleum Ltd.  and the majority of its Australian 
subsidiaries is Australian dollars (A$).  

	 Translation of foreign currency transactions

	 Transactions in foreign currencies are initially recorded in the functional currency at the exchange rates ruling at the date of 
transaction.  Monetary assets and liabilities denominated in foreign currencies at balance date are translated at the rates of 
exchange ruling at balance sheet date.  Exchange differences in the consolidated financial report are taken to the income 
statement with the exception of differences on foreign currency borrowings that provide an effective hedge against a net 
investment in subsidiaries with a functional currency other than Australian dollars.  These are taken directly to the foreign 
currency translation reserve until the disposal of the net investment, at which time they are recognised in the income 
statement.

1.	 Summary of Significant Accounting Policies (continued)
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	 Translation of the financial results of foreign operations

	 Foreign subsidiaries and some Australian subsidiaries have a functional currency other than Australian dollars (usually US 
dollars) as a result of the economic environment in which they operate.  As at the reporting date, the assets and liabilities 
of these subsidiaries are translated into the presentation currency of Woodside Petroleum Ltd.  at the rate of exchange 
ruling at the balance sheet date and the income statements are translated at the average exchange rates for the reporting 
period or at the exchange rates ruling at the date of the transaction.  Exchange differences arising on the translation of 
foreign subsidiaries are taken to the foreign currency translation reserve.

	 On disposal of a subsidiary with a functional currency other than Australian dollars, the deferred cumulative amount 
recognised in the foreign currency translation reserve relating to that particular subsidiary is recognised in the income 
statement.

	 Hedge transactions

	 Derivatives and financial instruments are used to hedge foreign exchange risk relating to certain transactions (refer Note 1(j)).

(o)	 Leases

	 Assets held under leases that transfer to the Group substantially all the risks and benefits incidental to ownership of the 
leased asset, are treated as finance leases.  Finance leases are capitalised at the inception of the lease, at the lower of the 
fair value of the leased asset and the present value of the minimum lease payments.

	 Lease payments are apportioned between the finance charges and reduction of the lease liability so as to achieve a 
constant rate of interest on the remaining balance of the liability.  Finance charges are recognised in the income statement 
over the lease term.

	 Capitalised leased assets are depreciated over the shorter of the estimated useful life of the asset and the lease term.

	 Operating lease assets are not capitalised and payments are recognised in the income statement as an expense over 
the lease term.  Lease incentives received are recognised in the income statement as an integral part of the total lease 
expense.

(p)	 Cash and Cash Equivalents

	 Cash and cash equivalents in the balance sheet comprise cash at bank and short term deposits with an original maturity of 
three months or less.  Cash on hand, cash at bank and short term deposits are stated at nominal value.   Cash also includes 
the Group’s share of cash held as operator of joint ventures.  

	 For the purposes of the cash flow statement, cash and cash equivalents are reported net of outstanding bank overdrafts.  
Interest is charged as an expense using the ‘effective yield’ method.

(q)	 Trade and Other Receivables

	 Trade and other receivables, including receivables from related parties, are initially recognised at fair value and 
subsequently measured at amortised cost less an allowance for uncollectible amounts.  Collectability and impairment are 
assessed on a regular basis.

(r)	 Inventories

	 Inventories include hydrocarbon stocks, consumable supplies and maintenance spares.  Inventories are valued at the 
lower of cost and net realisable value.  Cost is determined on a weighted average basis and includes direct costs and an 
appropriate portion of fixed and variable overheads where applicable.  Inventories determined to be obsolete or damaged 
are written down to net realisable value.

1.	 Summary of Significant Accounting Policies (continued)
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(s)	 Investments

	 Investments are classified as either available-for-sale or held for trading, and are initially recognised at fair value plus in the 
case of investments not held for trading, any directly attributable transaction costs.

	 After initial recognition, investments are remeasured to fair value.  Changes in the fair value of available-for-sale 
investments are recognised as a separate component of equity until the investment is sold, collected or otherwise 
disposed of, or until the investment is determined to be impaired, at which time the cumulative change in fair value 
previously reported in equity is included in earnings.  Changes in the fair value of held for trading investments are 
recognised in the income statement.

	 For investments that are actively traded in organised financial markets, fair value is determined by reference to stock 
exchange quoted market bid prices at the close of business on the balance sheet date.  Where investments are not actively 
traded, fair value is established by using other market accepted valuation techniques.  

(t)	 Investments in Associates 

	 The Group’s investments in its associates are accounted for using the equity method of accounting in the consolidated 
financial statements.   An associate is an entity in which the Group has significant influence and is neither a subsidiary nor 
a joint venture.

	 The financial statements of associates, prepared for the same reporting period as the Group and applying consistent 
accounting policies, are used by the Group to apply the equity method.  The investment in the associate is carried in the 
consolidated balance sheet at cost plus post-acquisition changes in the Group’s share of net assets of the associate, less 
any impairment in value.  The consolidated income statement reflects the Group’s share of the associate’s after tax profit or 
loss from operations.

	 Where there has been a change recognised directly in the associate’s equity, the Group recognises its share of any 
changes and discloses this, when applicable, in the consolidated statement of changes in equity.

(u)	 Employee Provisions

	 Provision is made for employee benefits accumulated as a result of employees rendering services up to the end of the 
reporting period.  These benefits include wages and salaries, annual leave and long service leave.  Liabilities expected to be 
settled within twelve months of the reporting date are measured at the amount expected to be paid.  Liabilities expected 
to be settled after twelve months are measured at the present value of the estimated future cash outflow to be made to 
the employee.

	 In determining the present value of future cash outflows, the market yield attaching to government bonds which have 
terms to maturity approximating the terms of the related liability are used.

	 Provision is made for directors retiring allowance accrued in accordance with the rules approved by shareholders.

(v)	 Share Based Payments

	 Shares or rights over shares (equity-settled transactions) are offered as incentives to employees of the Group.  The Group 
has two schemes being the Woodside Employee Share Plan (WESP) and the Executive Incentive Plan (EIP).  The acquisition 
of shares on market under these plans is deducted from equity and disclosed as shares reserved for employee share plans.  
The cost of equity-settled transactions with employees is measured by reference to the fair value at the date at which the 
rights are granted and recognised on a straight line basis over the period in which the performance conditions are fulfilled, 
ending on the date on which the relevant employees become fully entitled to the award (vesting date).  Fair value is 
determined by using a binomial or Black - Scholes option pricing model.

	 The cost of an equity-settled award is adjusted prospectively if modification of its terms increase the fair value of the award 
at the date of modification.

1.	 Summary of Significant Accounting Policies (continued)
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(w)	Retirement Benefits

	 All employees of the Group are entitled to benefits under the Group’s superannuation plan due to retirement, disability or 
death.  The Group has a defined benefit component and a defined contribution component within the plan.  

	 The defined benefit component provides defined lump sum benefits based on years of service and final average salary.  
A liability or asset in respect of the defined benefit component of the superannuation plan is recognised in the balance 
sheet and is measured at the present value of the defined benefit obligation at the reporting date less the fair value of the 
superannuation fund’s assets at that date.  The defined benefit obligation includes actuarial estimates of future variables 
such as employee turnover and the plan’s rate of return.  The cost of the defined benefit component is charged to the 
income statement systematically over the employee’s service life.  Gains and losses arising from changes in actuarial 
estimates are recognised immediately as income or expense in the income statement.

	 The defined contribution component receives fixed contributions from Group companies and the Group’s legal or 
constructive obligation is limited to these contributions.  Contributions to the defined contribution fund are recognised as 
an expense as incurred.

(x)	 Financial Liabilities

	 Borrowings are initially recognised at fair value less transaction costs.  Borrowings are subsequently carried at amortised 
cost, except for those designated in a hedge relationship.  Any difference between the proceeds and the redemption 
amount is recognised in the income statement over the period of the borrowings using the effective interest rate method.

	 Trade and other creditors are carried at amortised cost when goods and services are received, whether or not billed to the 
Group.

	 Dividends payable are recognised when declared by the Group.

(y)	 Tax

	 Income tax
	 Income tax expense on the profit or loss for the year comprises current and deferred tax expense.

	 Current tax expense is the expected tax payable on the taxable income for the year, and any adjustment to tax payable in 
respect of previous years.

	 Temporary differences arise between the tax bases of assets and liabilities and their carrying amounts in the financial 
statements.  Deferred tax expense is determined based on changes in temporary differences.

	 Deferred tax assets and liabilities are recognised for temporary differences using the balance sheet liability method, at the 
tax rates expected to apply when the assets are realised or liabilities are settled.

	 Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is probable that 
sufficient future taxable income will be available to utilise those temporary differences and losses.

	 Tax consolidation
	 The parent and its wholly owned Australian controlled entities have elected to enter into tax consolidation with Woodside 

Petroleum Ltd., as the head entity of the tax-consolidated group.

	 The tax expense/income, deferred tax liabilities and deferred tax assets arising from temporary differences of the members 
of the tax-consolidated group are recognised in the separate financial statements of the members of the tax-consolidated 
group, using the ‘stand alone’ approach.

	 Petroleum Resource Rent Tax (PRRT)
	 Petroleum Resource Rent Tax is considered, for accounting purposes, to be a tax based on income.  Accordingly, PRRT is 

measured on the same basis as income tax.

	 Goods and Services Tax (GST)
	 Revenues, expenses, assets and liabilities are recognised net of GST except where the GST incurred on a purchase of 

goods and services is not recoverable from the taxation authority, in which case the GST is recognised as part of the cost 
of acquisition of the asset or as part of the expense item.

1.	 Summary of Significant Accounting Policies (continued)
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	 The net amount of GST recoverable from, or payable to the taxation authority is included as part of receivables or payables 
in the balance sheet.

	 Cash flows are included in the cash flow statement on a gross basis and the GST component of cash flows arising from 
investing and financing activities which is recoverable from or payable to the taxation authority is classified as an operating 
cash flow.

	 Commitments and contingencies are disclosed net of the amount of GST recoverable from or payable to the taxation 
authority.

(z)	 Royalties and Excise Duty

	 Royalties and excise duty under existing regimes are considered to be production-based taxes and are therefore accrued 
on the basis of the Group’s entitlement to physical production.

(aa)	Issued Capital

	 Ordinary share capital is recorded at the value of consideration received.  The costs of issuing shares are charged against 
share capital.

(ab) Critical Accounting Estimates, Assumptions and Judgements

	 In applying the Group’s accounting policies, management continually evaluates judgements, estimates and assumptions 
based on experience and other factors, including expectations of future events that may have an impact on the Group.  
All judgements, estimates and assumptions made are believed to be reasonable based on the most current set of 
circumstances available to management.  Actual results may differ from the judgements, estimates and assumptions.  
Significant judgements, estimates and assumptions made by management in the preparation of these financial statements 
are outlined below:

(i)   Critical accounting estimates and assumptions

	 (1)	 Impairment of assets

	 In determining the recoverable amount of assets, in the absence of quoted market prices, estimations are made 
regarding the present value of future cash flows.  For oil and gas properties, expected future cash flow estimation is 
based on reserves, future production profiles, commodity prices and costs.  

	 The carrying value of oil and gas properties, exploration and evaluation and other plant and equipment as at 31 
December 2006 is $7,380.8 million (2005: $5,998.1 million).

	 (2)	 Restoration obligations

	 The Group estimates the future removal costs of offshore oil and gas platforms, production facilities, wells and 
pipelines at the time of installation of the assets.  In most instances, removal of assets occurs many years into the 
future.  This requires judgemental assumptions regarding removal date, future environmental legislation, the extent 
of reclamation activities required, the engineering methodology for estimating cost, future removal technologies in 
determining the removal cost, and asset specific discount rates to determine the present value of these cash flows.  
For more detail regarding the policy in respect of provision for restoration refer to Note 1(k).

	 Restoration obligations have a carrying value as at 31 December 2006 of $594.8 million (2005: $390.4 million).

	 (3)	 Reserve estimates

	 Estimates of recoverable quantities of proven and probable reserves reported include judgemental assumptions 
regarding commodity prices, exchange rates, discount rates and production and transportation costs for future cash 
flows.  It also requires interpretation of complex and difficult geological and geophysical models in order to make 
an assessment of the size, shape, depth and quality of reservoirs, and their anticipated recoveries.  The economic, 
geological and technical factors used to estimate reserves may change from period to period.  Changes in reported 
reserves can impact asset carrying values, the provision for restoration and the recognition of deferred tax assets, due to 
changes in expected future cash flows.  Reserves are integral to the amount of depreciation, depletion and amortisation 
charged to the income statement and the calculation of inventory.  Reserve estimates are prepared in accordance with 
Woodside’s Hydrocarbon Resource Inventory Management Process and guidelines prepared by the Society of Petroleum 
Engineers.

1.	 Summary of Significant Accounting Policies (continued)
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(ii)  Critical judgements in applying the Group’s accounting policies

	 (1)	 Exploration and evaluation 

	 The group’s accounting policy for exploration and evaluation assets is set out at Note 1(e).  The application of this 
policy requires management to make certain estimates and assumptions as to future events and circumstances, 
in particular, the assessment of whether economic quantities of reserves have been found.  Any such estimates 
and assumptions may change as new information becomes available.  If, after having capitalised expenditure under 
the policy, the Group concludes that it is unlikely to recover the expenditure by future exploitation or sale, then the 
relevant capitalised amount will be written off to the income statement.

	 The carrying amount of exploration and evaluation assets as at 31 December 2006 is $1,103.2 million (2005: $694.6 
million).

	 (2)	 United States of America tax losses

	 The Group has recognised a deferred tax asset of $182.7 million (2005: $95.3 million) in respect of tax losses and 
temporary differences associated with its operations in the Gulf of Mexico.  In accordance with the recognition 
criteria outlined in AASB 112 Income Taxes, the Group has exercised its judgement in deciding that it is probable that 
sufficient future taxable income will be available to utilise the tax losses.

(ac) New Standards and Interpretations not yet Adopted

	 The following new standards and interpretations have a potential impact on the financial report, however have an effective 
date after the date of these financial statements.

	 The potential effect of these standards and interpretations is yet to be fully determined, however, reported income and net 
assets are not expected to be materially impacted.

	 The Group’s primary reporting format is business segments and its secondary reporting format is geographical segments.

1.	 Summary of Significant Accounting Policies (continued)

AASB 101 Presentation of 
Financial Statements

AASB 101 has been amended to delete the Australian specific financial report 
structure and reinstated the IFRS financial report structure. 

Applicable in 2007.

AASB 7 Financial Instruments: 
Disclosures; and 

AASB 2005-10 Consequential 
Amendments to Australian 
Accounting Standards

AASB 7 issued in conjunction with AASB 2005-10 replaces the current presentation 
requirements for financial instruments and will require extensive additional 
disclosures with respect to the Group’s financial instruments and share capital.

Applicable in 2007.

Interpretation 10 Interim 
Financial Reporting and 
Impairment

Interpretation 10 prohibits the reversal of an impairment loss recognised in a previous 
interim period in respect of investments and receivables carried at cost.

Applicable in 2007.
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(a)	 Business segments

	 The Group has the following reportable segments:

	 North West Shelf Ventures
	 Exploration, evaluation, development, production and sales of LNG, domestic gas, condensate, LPG and crude oil from the 

North West Shelf ventures.

	 Australia Business Unit
	 Exploration, evaluation, development, production and sale of crude oil in assigned permit areas including Laminaria, 

Legendre, Mutineer-Exeter, Enfield, Vincent, Otway, and Stybarrow ventures.

	 Middle East & Africa Business Unit
	 Exploration, evaluation, development, production and sale of hydrocarbons in assigned permit areas including the Algerian 

Ohanet project and Chinguetti venture.

	 United States of America Business Unit
	 Exploration, evaluation, development, production and sale of gas, condensate and crude oil in assigned permit areas.

	 Group and Unallocated
	 This segment comprises the activities undertaken by all other business units and corporate costs.

(b)	 Geographical segments

	 The Group operates in four main geographical segments as follows:

	 Australia
	 The main operating activities, producing assets and a significant portion of sales of the Group are within Australia.

	 Asia
	 The majority of the Group’s sales are made to customers within this region.

	 Africa
	 Revenues are received from the Algerian Ohanet project and the Chinguetti venture.  Other segment information includes 

Mauritanian, Kenyan, and Libyan exploration and evaluation.

	 United States of America
	 Exploration, evaluation, development, production and sale of gas, condensate and crude oil in assigned permit areas.

	 Other
	 Exploration, evaluation and development activities in other areas.

2.	 Segment Reporting
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2.	 Segment Reporting (continued)

North West Shelf
Ventures

Australia 
Business Unit

Middle East and 
Africa Business Unit

United States  
Business Unit

Group and  
Unallocated

Consolidated

2006

$m

2005

$m

2006

$m

2005

$m

2006

$m

2005

$m

2006

$m

2005

$m

2006

$m

2005

$m

2006

$m

2005

$m

Revenue
Revenue from sale of goods 	2,263.6 	2,056.2 	 980.8 	 591.3 	 409.1 	 71.2 	 156.9 	 28.0 	 - 	 - 	 3,810.4 	 2,746.7

Cost of sales
Production costs 	 (415.8) 	 (387.5) 	 (112.3) 	 (108.5) 	 (56.0) 	 (10.4) 	 (14.4) 	 (2.3) 	 (3.3) 	 - 	 (601.8) 	 (508.7)
Shipping and direct sales costs 	 (59.9) 	 (75.5) 	 (4.4) 	 (5.2) 	 (4.0) 	 (0.1) 	 - 	 - 	 (6.9) 	 - 	 (75.2) 	 (80.8)
Depreciation and amortisation 	 (145.2) 	 (144.4) 	 (140.0) 	 (74.7) 	 (133.6) 	 (34.6) 	 (106.6) 	 (10.8) 	 (1.6) 	 - 	 (527.0) 	 (264.5)

Total cost of sales 	 (620.9) 	 (607.4) 	 (256.7) 	 (188.4) 	 (193.6) 	 (45.1) 	 (121.0) 	 (13.1) 	 (11.8) 	 - 	(1,204.0) 	 (854.0)
	

Petroleum Resource Rent Tax 	 - 	 - 	 (231.5) 	 (123.3) 	 - 	 - 	 - 	 - 	 31.1 	 - 	 (200.4) 	 (123.3)

Gross profit 	1,642.7 	1,448.8 	 492.6 	 279.6 	 215.5 	 26.1 	 35.9 	 14.9 	 19.3 	 - 	 1,769.4	2,406.0

Dividends and other income 	 35.6 	 28.7 	 11.6 	 37.1 	 10.6 	 3.0 	 35.1 	 0.1 	 77.5 	 34.0 	 170.4 	 102.9
Other expenses 	 (0.9) 	 (3.2) 	 (6.6) 	 (7.5) 	 (42.1) 	 (6.9) 	 (35.0) 	 (12.9) 	 (34.3) 	 (34.4) 	 (118.9) 	 (64.9)
Exploration expensed 	 (2.6) 	 (2.7) 	 (49.1) 	 (48.6) 	 (165.9) 	 (132.1) 	 (174.5) 	 (119.2) 	 (29.9) 	 (3.8) 	 (422.0) 	 (306.4)

Segment results 	 1,674.8 	 1,471.6 	 448.5 	 260.6 	 18.1 	 (109.9) 	 (138.5) 	 (117.1) 	 32.6 	 (4.2) 	2,035.5 	 1,501.0

Finance income 	 20.2 	 21.9
Finance costs 	 (46.4) 	 (30.7)

Income tax expense 	 (582.3) 	 (384.8)

Net profit/(loss) 	 1,427.0 	 1,107.4

Segment assets 	3,086.8 	 2,607.7 	 2,576.2 	 1,764.9 	 1,152.4 	 1,100.1 	1,079.6 	 752.9 	1,073.7 	 743.7 	8,968.7 	6,969.3

Segment liabilities 	 611.8 	 475.2 	 1,106.4 	 258.7 	 593.5 	 106.7 	 1,576.2 	 283.5 	 879.0 	2,344.6 	 4,766.9 	3,468.7

Other segment information
Associates and other investments 	 5.5 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 58.8 	 25.5 	 64.3 	 25.5

Acquisition of oil and gas property 
assets, intangible assets and other 
non-current assets (excluding 
exploration) 	 464.8 	 183.1 	 735.2 	 739.8 	 160.5 	 321.1 	 259.2 	 467.0 	 23.0 	 5.5 	1,642.7 	 1,716.5

Non-cash expenses other than 
depreciation and amortisation 	 34.4 	 44.7 	 28.6 	 29.2 	 33.4 	 67.5 	 16.9 	 24.5 	 (1.6) 	 133.8 	 111.7 	 299.7

Impairment losses 	 - 	 - 	 - 	 - 	 - 	 - 	 6.9 	 - 	 - 	 - 	 6.9 	 -

Secondary Reporting – Geographical Segments

Australia Asia Africa United States Other Consolidated

2006
$m

2005
$m

2006
$m

2005
$m

2006
$m

2005
$m

2006
$m

2005
$m

2006
$m

2005
$m

2006
$m

2005
$m

Segment revenue

Revenue from sale of goods (by 
location of customer) 	 425.6 	 394.4 	2,930.0 	 2,149.9 	 77.4 	 94.7 	 303.2 	 107.7 	 74.2 	 - 	 3,810.4 	 2,746.7

Segment assets 
(by location of assets) 	6,536.1 	4,952.0 	 16.0 	 139.5 	1,296.4 	1,088.7 	 1,126.7 	 783.7 	 (6.5) 	 5.4 	8,968.7 	6,969.3

Other segment information

Acquisition of oil and gas property 
assets, intangible assets and other 
non-current assets 	1,222.4 	 924.3 	 - 	 - 	 160.5 	 325.1 	 259.1 	 467.0 	 0.7 	 0.1 	1,642.7 	 1,716.5

Segment accounting policies

Segment accounting policies are the same as the consolidated entity’s policies described in Note 1.

Primary Reporting - Business Segments
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3. 	 Revenues and Expenses Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

(a) Revenue from sale of goods

	 Liquefied natural gas and domestic gas 
		  North West Shelf 	 1,056.7 	 959.7 - -
		  United States of America 	 132.4 	 25.8 - -

	 1,189.1 	 985.5 - -

	 Condensate
		  North West Shelf 	 678.1 	 628.4 - -
		  Ohanet 	 44.5 	 42.7 - -
		  United States of America 	 23.6 	 1.9 - -

	 746.2 	 673.0 - -

	 Oil
		  Laminaria 	 437.1 	 314.9 - -
		  North West Shelf 	 428.8 	 376.8 - -
		  Enfield 	 333.5 	 - - -
		  Chinguetti 	 334.9 	 - - -
		  Mutineer-Exeter 	 119.2 	 128.8 - -
		  Legendre 	 91.0 	 146.9 - -
		  United States of America 	 0.9 	 0.2 - -

	 1,745.4 	 967.6 - -

	 Liquefied petroleum gas
		  North West Shelf 	 100.0 	 92.1 - -
		  Ohanet 	 29.7 	 28.5 - -

	 129.7 	 120.6 - -

Total revenue from sale of goods 	 3,810.4 	 2,746.7 - -

(b) Cost of sales

	 Cost of production 
		  Production costs 	 (280.8) 	 (184.9) - -
		  Royalty and excise 	 (274.6) 	 (294.3) - -
		  Third party gas 	 (1.1) 	 (0.2) - -
		  Insurance 	 (46.0) 	 (33.1) - -
		  Inventory movement 	 0.7 	 3.8 - -

	 (601.8) 	 (508.7) - -

	 Shipping and direct sales costs 	 (75.2) 	 (80.8) -

-

	 Oil and gas properties depreciation and amortisation
		  Land and buildings 	 (9.1) 	 (8.6) - -
		  Transferred exploration and evaluation assets 	 (40.0) 	 (5.8) - -
		  Plant and equipment 	 (466.6) 	 (238.8) - -
		  Marine vessels and carriers 	 (11.3) 	 (11.3) - -

	 (527.0) 	 (264.5) - -

Total cost of sales 	 (1,204.0) 	 (854.0) - -

Petroleum Resource Rent Tax 	 (200.4) 	 (123.3) - -(c)

Gross profit 	 2,406.0 	 1,769.4 - -
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3. 	 Revenues and Expenses (continued) Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

(d) Dividends and other income

Dividends
	 Controlled entities 	 - 	 - 	 713.3 	 446.7
	 Other entities 	 0.1 	 0.5 	 - 	 -
Other fees and recoveries 	 30.7 	 14.9 	 4.1 	 18.6
Share of associates’ net profit/(loss) 	 19.5 	 6.1 	 - 	 -
Exchange gains/(losses) – other 	 20.0 	 (44.8) 	 - 	 -
Profit on disposal of: 	 -
	 Investments 	 2.4 	 51.9 	 - 	 -
	 Fixed Assets 	 15.7 	 16.0 	 - 	 -
Defined benefit superannuation plan net actuarial gains 	 6.1 	 13.2 	 - 	 -
Gains on derivative financial instruments 	 41.0 	 14.9 	 - 	 -
Change in fair value of embedded derivatives 	 34.9 	 30.2 	 - 	 -

Total dividends and other income 	 170.4 	 102.9 	 717.4 	 465.3

(e) Other expenses

Exploration and evaluation
	 Exploration 	 (308.9) 	 (264.7) 	 - 	 -
	 Amortisation of licence acquisition costs 	 (82.9) 	 (27.0) 	 - 	 -
	 Evaluation 	 (30.2) 	 (14.7) 	 - 	 -

Total exploration and evaluation 	 (422.0) 	 (306.4) 	 - 	 -

Corporate and business development 	 (86.1) 	 (76.9) 	 (5.5) 	 (26.0)

Other costs
	 Depreciation of other plant and equipment 	 (18.8) 	 (15.5) 	 - 	 -
	 Exchange gains/(losses) on cash balances 	 (7.1) 	 27.5 	 - 	 -
	 Diminution in value of investments in  

controlled entities
	 - 	 - 	 (18.2) 	 (1.0)

	 Impairment of oil and gas properties 	 (6.9) 	 - 	 - 	 -

Total other costs 	 (32.8) 	 12.0 	 (18.2) 	 (1.0)

Total other expenses 	 (540.9) 	 (371.3) 	 (23.7) 	 (27.0)

Profit before income tax and net finance costs 	 2,035.5 	 1,501.0 	 693.7 	 438.3

(f) Finance income

	  Interest:
		  Financial institutions 	 9.5 	 12.5 	 - 	 -
		  Controlled entities 	 - 	 - 	 5.3 	 3.0
		  Other entities 	 10.7 	 9.4 	 8.0 	 7.2

Total finance income 	 20.2 	 21.9 	 13.3 	 10.2

(g) Finance costs

Borrowing costs 	 (23.6) 	 (15.3) 	 (17.2) 	 (1.5)
Unwinding of fair value discount 	 (22.8) 	 (15.4) 	 - 	 -

Total finance costs 	 (46.4) 	 (30.7) 	 (17.2) 	 (1.5)

Profit before income tax 	 2,009.3 	 1,492.2 	 689.8 	 447.0
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4. 	 Income Tax Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

(a) Tax expense/(income) comprises:

Current tax expense 	 516.3 	 534.5 	 (2.7) 	 0.3
Under/(over) provided in prior years 	 17.1 	 (8.0) 	 - 	 0.1
Deferred tax expense relating to the movement in 
deferred tax balances

	 98.8 	 1.6 	 0.1 	 0.1

	Benefit arising from previously unrecognised tax losses 
or temporary differences used to reduce tax expense
	 -  	Current tax expense 	 - 	 (37.2) 	 - 	 (37.2)
	 -  	Deferred tax expense 	 (49.9) 	 (106.1) 	 - 	 -

Total tax expense/(income) reported  
in the income statement 	 582.3 	 384.8 	 (2.6) 	 (36.7)

(b) Reconciliation of income tax expense to  
prima facie tax payable

Profit before income tax 	 2,009.3 	 1,492.2 	 689.8 	 447.0

Income tax expense calculated at 30% (2005: 30%) 	 602.8 	 447.7 	 206.9 	 134.1

Tax effect of amounts which are not deductible/ 
(assessable) in calculating taxable income

	 -	 Sale of assets 	 (12.4) 	 (21.7) 	 - 	 (37.2)
	 -	 Research and development 	 (15.0) 	 (4.7) 	 - 	 -
	 -	 Intercompany dividends 	 - 	 - 	 (214.0) 	 (134.0)
	 -	 Other 	 (10.7) 	 (1.5) 	 4.5 	 0.3
Foreign tax assets brought to account 	 (49.9) 	 (106.1) 	 - 	 -

Foreign exploration tax losses not brought to account 	 54.1 	 75.8 	 - 	 -

Tax rate differential on non-Australian income 	 (3.7) 	 3.3 	 - 	 -
Under/(over) provided in prior years 	 17.1 	 (8.0) 	 - 	 0.1

Income tax expense/(income) attributable to profit 
from ordinary activities 	 582.3 	 384.8 	 (2.6) 	 (36.7)

The tax rate used in the above reconciliation is that applied to resident companies pursuant to the income tax statutes in force in 
Australia as at the reporting date. There has been no change in the corporate tax rate when compared with the previous reporting 
period.

(c) Income tax recognised directly in equity

The following current and deferred amounts were 
charged directly to equity during the period:

	 -	 Deferred tax 	 35.8 	 (26.1) 	 - 	 -
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Balance at  
1 January

Charged / 
(credited) to 

income

Charged / 
(credited) to 

equity

Acquisition / 
(disposal)

Balance at  
31 December

$m $m $m $m $m

(d) Deferred tax

Consolidated

2006 

Deferred tax assets
Arising from temporary differences and  
tax losses
	 - 	 Foreign jurisdiction 	 131.5 	 59.3 	 (8.1) 	 - 	 182.7

Deferred tax liabilities
Arising from temporary differences
	 - 	 Exploration and evaluation assets 	 153.7 	 160.9 	 - 	 (6.9) 	 307.7
	 - 	 Oil and gas properties 	 646.1 	 46.5 	 - 	 - 	 692.6
	 - 	 Financial instruments 	 84.1 	 (14.1) 	 37.3 	 - 	 107.3
	 - 	 Other liabilities 	 (57.6) 	 (21.7) 	 - 	 - 	 (79.3)
	 - 	 Provisions 	 (132.1) 	 (74.4) 	 - 	 - 	 (206.5)
	 - 	 Other 	 (20.9) 	 46.1 	 (8.9) 	 - 	 16.3
Arising from tax losses 	 - 	 (28.0) 	 (0.7) 	 - 	 (28.7)

	 673.3 	 115.3 	 27.7 	 (6.9) 	 809.4

2005 

Deferred tax assets
Arising from temporary differences and  
tax losses
	 - 	 Foreign jurisdiction 	 25.4 	 106.1 	 - 	 - 	 131.5

Deferred tax liabilities
Arising from temporary differences
	 - 	 Exploration and evaluation assets 	 35.3 	 61.3 	 - 	 57.1 	 153.7
	 - 	 Oil and gas properties 	 562.8 	 (8.4) 	 - 	 91.7 	 646.1
	 - 	 Financial instruments 	 115.3 	 (5.1) 	 (26.1) 	 - 	 84.1
	 - 	 Other liabilities 	 (56.0) 	 8.6 	 - 	 (10.2) 	 (57.6)
	 - 	 Provisions 	 (104.1) 	 (28.0) 	 - 	 - 	 (132.1)
	 - 	 Other 	 15.4 	 6.5 	 - 	 (42.8) 	 (20.9)

	 568.7 	 34.9 	 (26.1) 	 95.8 	 673.3

Parent

2006 

Deferred tax assets
Arising from temporary differences
	 - 	 Provisions 	 0.1 	 (0.1) 	 - 	 - 	 -

2005 

Deferred tax assets
Arising from temporary differences
	 - 	 Provisions 	 0.1 	 - 	 - 	 - 	 0.1
	 - 	 Other 	 0.1 	 (0.1) 	 - 	 - 	 -

	 0.2 	 (0.1) 	 - 	 - 	 0.1

4. 	 Income Tax (continued)
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Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

(e) Unrecognised deferred tax assets
Deferred tax assets have not been recognised for the 
following items:

Tax losses not recognised
	 - Revenue 	 73.2 	 96.8 	 - 	 -
	 - Capital 	 41.6 	 19.3 	 41.6 	 19.3

Tax credits not recognised 	 17.1 	 17.1 	 17.1 	 17.1
Temporary differences associated with investments 	 1.4 	 12.7 	 - 	 -
Other temporary differences 	 - 	 1.6 	 - 	 -

	 133.3 	 147.5 	 58.7 	 36.4

(f) Tax losses

At balance sheet date the Group has unused (recognised and not recognised) tax losses and credits of $917.3 million (2005: $785.1 
million) that are available for offset against future taxable profits.

A deferred tax asset has been recognised of $162.8 million (2005: $131.5 million) because it is probable that sufficient future 
taxable profit will be available for use against such losses.

No deferred tax asset has been recognised in respect of the remaining tax losses and credits due to the uncertainty of future profit 
streams.

Unrecognised tax losses are carried forward indefinitely. In 2005 unrecognised tax losses of $183.9 million had an expiry of 2021.

Tax credits of $17.1 million (2005: $17.1 million) are held and will begin to expire in 2009.

(g) Tax consolidation

The parent and its wholly-owned Australian controlled entities have elected to enter tax consolidation, with Woodside Petroleum 
Ltd. as the head entity of the tax-consolidated group. The members of the tax-consolidated group are identified at Note 33(a).

Entities within the tax-consolidated group have entered into a tax funding arrangement and a tax-sharing agreement with the head 
entity. Under the terms of the tax funding arrangement, Woodside Petroleum Ltd. and each of the entities in the tax-consolidated 
group has agreed to pay a tax equivalent payment to or from the head entity, based on the current tax liability or current tax asset 
of the entity. Such amounts are reflected in amounts receivable from or payable to other entities in the tax-consolidated group.

The tax-sharing agreement entered into between members of the tax-consolidated group provides for the determination of the 
allocation of income tax liabilities between the entities, should the head entity default on its tax payment obligations. No amounts 
have been recognised in the financial statements in respect of this agreement as payment of any amounts under the tax-sharing 
agreement is considered remote.

4. 	 Income Tax (continued)
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Consolidated

2006 2005

Net profit ($m) 	 1,427.0 	 1,107.4

Weighted average number of shares on issue(1) 	 657,178,947 	 655,150,640

Basic and diluted earnings per share from continuing operations (cents)(2) 	 217 	 169

(1) There have been no conversions to, calls of, or subscriptions for ordinary shares or issues of potential ordinary shares since the reporting date and before the 
completion of this financial report.

(2) Earnings per share is calculated by dividing net profit for the year attributable to ordinary equity holders of the parent by the weighted average number of 
ordinary shares outstanding during the year.  The weighted average number of shares makes allowance for shares reserved for employee share plans.  Diluted 
earnings per share is not significantly different from basic earnings per share. 

5.	 Earnings Per Share

Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

(a) Dividends paid during the year(1)

Prior year fully franked final dividend 
58 cents, paid 22 March 2006

(2005: 32 cents, paid 23 March 2005) 	 386.6 	 213.3 	 386.6 	 213.3

Current year fully franked interim dividend 
49 cents, paid 20 September 2006

(2005: 35 cents, paid 23 September 2005) 	 326.7 	 233.4 	 326.7 	 233.4

	 713.3 	 446.7 	 713.3 	 446.7

(b) Dividend declared (not recorded as a liability)(1)

Fully franked final dividend 77 cents, 
to be paid 28 March 2007 

(2005: 58 cents, paid 22 March 2006) 	 513.3 	 386.6 	 513.3 	 386.6

Dividend per share in respect of  
financial year (cents) 	 126 	 93 	 126 	 93

(c) Franking credit balance

Franking credits available for the subsequent financial year 
arising from:
Franking account balance as at the beginning of the  
financial year 	 895.6 	 698.0 	 895.6 	 698.0
Current year tax payment instalments and adjustments 	 327.5 	 325.5 	 327.5 	 325.5
Franked dividends received 	 - 	 0.2 	 - 	 0.2
Interim dividends paid 	 (140.0) 	 (100.0) 	 (140.0) 	 (100.0)

Franking account balance as at the end of the financial year 	 1,083.1 	 923.7 	 1,083.1 	 923.7
Current year income tax payable 	 196.4 	 137.6 	 196.4 	 137.6
Dividends declared 	 (220.0) 	 (165.7) 	 (220.0) 	 (165.7)
Franking account balance after payment of tax and 
dividends 	 1,059.5 	 895.6 	 1,059.5 	 895.6

(1) Fully franked at 30.0% (2005: 30.0%).

6. 	 Dividends Paid and Proposed
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Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

Trade receivables(1) 	 328.1 	 211.6 	 - 	 -
Other receivables
	 Controlled entities(2) 	 - 	 - 	 278.8 	 281.5
	 Other entities(3) 	 293.2 	 139.3 	 0.1 	 0.5
Dividends receivable(4)

	 Other entities 	 4.3 	 7.2 	 - 	 -

	 625.6 	 358.1 	 278.9 	 282.0

Receivables (Non-Current)

Other receivables – controlled entities(2) 	 - 	 - 	 1,107.6 	 525.8
(1) Denominated in a mixture of Australian and US dollars, interest free, and settlement terms of between 10 and 30 days.

(2) For terms and conditions relating to receivables from controlled entities, refer to Note 28(b).

(3) Receivables are interest free with various maturities.

(4) Dividends receivable from other entities are receivable within 30 days of period end. 

Petroleum products 
	 Work in progress 	 0.3 	 0.2 	 - 	 -
	 Goods in transit 	 3.5 	 3.7 	 - 	 -
	 Finished stocks 	 14.8 	 14.1 	 - 	 -
Warehouse stores and materials 	 60.6 	 38.3 	 - 	 -

	 79.2 	 56.3 	 - 	 -

Inventories (Non-Current)

Warehouse stores and materials 	 5.1 	 10.6 	 - 	 -

7.	 Receivables (Current) 

8.	 Inventories (Current)
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Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

Financial assets
Derivative instruments(1) 	 12.8 	 5.6 	 - 	 -

Other assets
PRRT asset 	 65.7 	 65.3 	 - 	 -
Prepayments(2) 	 100.7	 	 13.8 	 - 	 -
Other 	 3.7 	 0.1 	 - 	 -

	 170.1 	 79.2 	 - 	 -

	 182.9 	 84.8 	 - 	 -

Financial and Other Assets (Non-Current)

Financial assets
Investment in controlled entities 	 - 	 - 	 309.5 	 286.0
Investment in associated entities – equity accounted 	 1.0 	 1.3 	 - 	 -
Other investments(3):
	 Listed 	 58.8 	 21.4 	 - 	 -
	 Unlisted 	 4.5 	 2.8 	 - 	 -
Derivative instruments(1) 	 2.1 	 5.1 	 - 	 -
Embedded derivatives(4) 	 53.5 	 26.6 	 - 	 -

	 119.9 	 57.2 	 309.5 	 286.0

Other assets
Defined benefit superannuation plan 	 48.5 	 39.6 	 - 	 -
Prepayments 	 0.3 	 0.2 	 - 	 -
Development asset 	 30.0 	 - 	 - 	 -

	 78.8 	 39.8 	 - 	 -

	 198.7 	 97.0 	 309.5 	 286.0

(1)	For terms and conditions relating to derivative instruments, refer Note 22(c).

(2) Increase predominantly attributable to prepayments for Vincent and Stybarrow floating production and storage offtake vessel costs consistent with the 
competitive market to secure vessel capacity.

(3) Other investments are classified as available-for-sale and are carried at fair value. Listed shares consist of investments in ordinary shares and therefore have no 
fixed maturity date or coupon rate.  Unlisted shares are not traded.  The shares have no fixed maturity or coupon rate.

(4) Relates to indexation in a domestic gas sales contract. 

9. 	 Financial and Other Assets (Current)
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Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

(a) Regions of Focus 

Australia
	 Browse Basin 	 180.0 	 71.5 	 - 	 -
	 Carnarvon Basin 	 390.6 	 123.9 	 - 	 -
	 Bonaparte Basin 	 51.3 	 61.9 	 - 	 -
	 Victoria 	 13.4 	 37.6 	 - 	 -

The Americas
	 Gulf of Mexico 	 328.2 	 218.4 	 - 	 -
	 Brazil 	 5.8 	 - 	 - 	 -

Africa
	 West Africa (Mauritania) 	 161.8 	 170.0 	 - 	 -
	 North Africa (Algeria, Libya) 	 73.2 	 39.3 	 - 	 -
	 East Africa (Kenya) 	 1.0 	 1.1 	 - 	 -

Total exploration and evaluation assets 	 1,205.3 	 723.7 	 - 	 -
Less: Accumulated amortisation 	 (102.1) 	 (29.1) 	 - 	 -

	 1,103.2 	 694.6 	 - 	 -

(b) Reconciliations of the carrying amounts of capitalised 
exploration and evaluation at the beginning and end of 
the financial year are set out below:

Balance at beginning of year 	 694.6 	 378.8 	 - 	 -
Expenditure 	 576.1 	 478.5 	 - 	 -
Amortisation 	 (82.9) 	 (27.0) 	 - 	 -
Expensed (previously capitalised) 	 (39.7) 	 (15.8) 	 - 	 -
Disposals at written down value 	 (25.7) 	 (39.5) 	 - 	 -
Transferred to oil and gas properties:
	 Projects in development 	 8.0 	 (92.6) 	 - 	 -

Currency translation difference 	 (27.2) 	 12.2 	 - 	 -

Balance at end of year 	 1,103.2 	 694.6 	 - 	 -

10.	 Exploration and Evaluation (Non-Current)
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11.	 Oil and Gas Properties 
(Non-Current)

Land and 
buildings

Transferred 
exploration  

and 
evaluation

Plant and 
equipment

Marine 
vessels and 

carriers

Projects in 
development

Total

Consolidated $m $m $m $m $m $m

At 1 January 2005
Historical cost 	 268.7 	 203.1 	 4,462.9 	 416.9 	 814.4 	 6,166.0
Accumulated depreciation 	 (146.3) 	 (123.1) 	 (2,163.7) 	 (212.5) 	 - 	 (2,645.6)

Net carrying amount 	 122.4 	 80.0 	 2,299.2 	 204.4 	 814.4 	 3,520.4

Year ended 31 December 2005

Carrying amount at  
1 January 2005 	 122.4 	 80.0 	 2,299.2 	 204.4 	 814.4 	 3,520.4

Additions 	 1.4 	 17.4 	 147.6 	 - 	 1,253.5 	 1,419.9
Acquisitions through business 
combinations 	 - 	 - 	 178.2 	 - 	 236.9 	 415.1

Depreciation and amortisation 	 (8.6) 	 (5.8) 	 (238.8) 	 (11.3) 	 - 	 (264.5)
Completions/transfers 	 1.3 	 (3.5) 	 59.1 	 - 	 35.7 	 92.6
Currency translation differences 	 (0.3) 	 (1.9) 	 8.2 	 (0.2) 	 13.3 	 19.1
Carrying amount at  
31 December 2005 	 116.2 	 86.2 	 2,453.5 	 192.9 	 2,353.8 	 5,202.6

At 31 December 2005

Historical cost 	 271.2 	 218.0 	 4,852.1 	 416.7 	 2,393.7 	 8,151.7
Accumulated depreciation 	 (155.0) 	 (131.8) 	 (2,398.6) 	 (223.8) 	 (39.9) 	 (2,949.1)

Net carrying amount 	 116.2 	 86.2 	 2,453.5 	 192.9 	 2,353.8 	 5,202.6

Year ended 31 December 2006

Carrying amount at 
1 January 2006 	 116.2 	 86.2 	 2,453.5 	 192.9 	 2,353.8 	 5,202.6

Additions 	 0.8 	 73.8 	 326.1 	 0.2 	 1,221.1 	 1,622.0
Disposals at written down value 	 (0.2) 	 (9.3) 	 (2.3) 	 (0.1) 	 (7.1) 	 (19.0)
Depreciation and amortisation 	 (9.1) 	 (40.0) 	 (466.6) 	 (11.3) 	 - 	 (527.0)
Impairment 	 - 	 - 	 (6.9) 	 - 	 - 	 (6.9)
Completions and transfers 	 4.4 	 223.9 	 1,605.5 	 - 	 (1,841.8) 	 (8.0)
Currency translation differences 	 - 	 (28.7) 	 (56.0) 	 - 	 (4.1) 	 (88.8)
Carrying amount at 
31 December 2006 	 112.1 	 305.9 	 3,853.3 	 181.7 	 1,721.9 	 6,174.9

At 31 December 2006
Historical cost 	 275.6 	 491.6 	 6,706.9 	 416.6 	 1,755.6 	 9,646.3
Accumulated depreciation 	 (163.5) 	 (185.7) 	 (2,853.6) 	 (234.9) 	 (33.7) 	 (3,471.4)

Net carrying amount 	 112.1 	 305.9 	 3,853.3 	 181.7 	 1,721.9 	 6,174.9

Borrowing costs capitalised in oil and gas properties during the period is $77.3 million (2005: $54.8 million), at a weighted average capitalisation rate of 5.8% 
(2005: 5.7%).
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Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

Other plant and equipment
Plant and equipment 	 158.3 	 145.3 	 - 	 -
Less: Accumulated depreciation 	 (64.6) 	 (46.0) 	 - 	 -

	 93.7 	 99.3 	 - 	 -

Assets under construction 	 9.0 	 1.6 	 - 	 -

	 102.7 	 100.9 	 - 	 -

(a) Reconciliations of the carrying amounts of other  
plant and equipment at the beginning and end of the 
financial year are set out below:

Carrying amount at 1 January 	 100.9 	 111.0 	 - 	 -
Additions 	 20.8 	 5.4 	 - 	 -
Disposals at written down values 	 (0.1) 	 - 	 - 	 -
Depreciation and amortisation 	 (18.9) 	 (15.5) 	 - 	 -

Carrying amount at 31 December 	 102.7 	 100.9 	 - 	 -

Trade payables(1) 	 243.1 	 395.1 	 - 	 -
Other payables(1) 	 485.1 	 185.9 	 0.3 	 0.1
Amounts payable – controlled entities(2) 	 - 	 - 	 508.3 	 -
Interest payable – other persons(3) 	 21.6 	 18.6 	 - 	 -
PRRT payable 	 34.5 	 33.0 	 - 	 -

	 784.3 	 632.6 	 508.6 	 0.1

Payables (Non-Current)

Amounts payable – controlled entities(2) 	 - 	 - 	 131.6 	 85.4
Other payables 	 4.2 	 9.4 	 - 	 -

	 4.2 	 9.4 	 131.6 	 85.4

(1) Trade and other payables are non-interest bearing and normally settled on 30 day terms.

(2) For terms and conditions relating to payables from controlled entities, refer to Note 28(b).

(3) Details regarding interest payable are contained in Note 22.

13.	 Payables (Current)

12.	 Other Plant and Equipment (Non – Current)
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Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

364-day facility 	 313.3 	 - 	 - 	 -
Bilateral loans 	 - 	 31.4 	 - 	 -

	 313.3 	 31.4 	 - 	 -

Interest-Bearing Liabilities (Non-Current)

Bonds 	 1,002.2 	 1,096.1 	 - 	 -
Bilateral loans 	 504.8 	 - 	 - 	 -

	 1,507.0 	 1,096.1 	 - 	 -
Additional detail regarding interest bearing liabilities is contained in Note 22(b)

Income tax attributable to parent and entities in the 
Australian tax-consolidated group

	 196.4 	 137.6 	 196.4 	 137.6

Income tax attributable to other entities 	 11.5 	 15.2 	 - 	 -

	 207.9 	 152.8 	 196.4 	 137.6

Financial liabilities
	 Derivative instruments(1) 	 - 	 34.4 	 - 	 -

Other liabilities
	 Unearned revenue 	 3.9 	 6.5 	 - 	 -
	 Gas purchase commitments 	 2.2 	 2.8 	 - 	 -

	 6.1 	 9.3 	 - 	 -

	 6.1 	 43.7 	 - 	 -

Financial and Other Liabilities (Non-Current)

Financial liabilities
	 Derivative instruments(1) 	 11.8 	 26.7 	 - 	 -
	 Financial guarantees(2) 	 - 	 - 	 20.5 	 -

	 11.8 	 26.7 	 20.5 	 -

Other liabilities
	 Unearned revenue 	 115.2 	 85.3 	 - 	 -
	 Gas purchase commitments 	 20.8 	 20.4 	 - 	 -
	 Deferred PRRT liabilities 	 295.7 	 224.4 	 - 	 -

	 431.7 	 330.1 	 - 	 -

	 443.5 	 356.8 	 20.5 	 -

(1) For terms and conditions relating to derivative instruments refer to Note 22(c).
(2) Guarantees provided by the parent for Group companies refer to Note 29.

14.	 Interest-Bearing Liabilities (Current) 

15.	 Tax Payable (Current)

16.	 Financial and Other Liabilities (Current)
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Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

(a) Issued and fully paid shares
666,666,667 ordinary shares 	 706.5 	 706.5 	 706.5 	 706.5

(b) Shares held for employee share plan
9,008,866 (2005: 10,536,682) ordinary shares 	 (177.9) 	 (148.0) 	 (177.9) 	 (148.0)

All shares are a single class with equal rights to dividends, capital distributions and voting. The Company does not have authorised capital nor par value in respect 
of its issued shares.

Information relating to the number of Woodside Petroleum Ltd. shares reserved for employee share plans can be found in Note 25(a) and (b).

Restoration 
of operating 

locations 

Employees
Benefits

Total

$m $m $m

Consolidated

At 1 January 2006 	 390.4 	 82.2 	 472.6
Change in provision 	 184.8 	 12.3 	 197.1
Unwinding of present value discount 	 19.6 	 1.9 	 21.5

At 31 December 2006 	 594.8 	 96.4 	 691.2

2006
Current 	 1.9 	 72.7 	 74.6
Non-current 	 592.9 	 23.7 	 616.6

	 594.8 	 96.4 	 691.2

2005
Current 	 9.0 	 63.0 	 72.0
Non-current 	 381.4 	 19.2 	 400.6

	 390.4 	 82.2 	 472.6

Parent
At 1 January 2006 	 - 	 0.4 	 0.4
Change in provision 	 - 	 (0.4) 	 (0.4)

At 31 December 2006 	 - 	 - 	 -

2006
Non-current 	 - 	 - 	 -

	 - 	 - 	 -

2005
Non-current 	 - 	 0.4 	 0.4

	 - 	 0.4 	 0.4

Restoration of operating locations
Details regarding restoration of operating locations are contained in Note 1(k) and 1(ab).

Employee benefits
Details regarding employee benefits are in Note 1(u) and 25, these amounts include a provision for directors’ retiring allowance, 
which was settled during the year.

17.	 Provisions

18. Contributed Equity



32

NOTES TO AND FORMING PART OF THE FULL FINANCIAL REPORT
For the year ended 31 December 2006

Employee 
Benefits 
Reserve

Foreign 
currency 

translation 
reserve

Hedging 
reserve

Investment 
fair value 
reserve

Total

$m $m $m $m $m

Consolidated

Balance at 1 January 2005 	 - 	 (7.1) 	 - 	 - 	 (7.1)
Adoption of new accounting standards 
relating to financial instruments 	 - 	 - 	 (1.0) 	 36.0 	 35.0

Cost of share-based payment 	 18.7 	 - 	 - 	 - 	 18.7
Cash flow hedges
	 Deferred loss recognised in equity 	 - 	 - 	 (20.8) 	 - 	 (20.8)
Available-for-sale financial assets 	 - 	 - 	 - 	 (27.5) 	 (27.5)
Currency translation differences 	 - 	 7.8 	 - 	 - 	 7.8

Balance at 31 December 2005 	 18.7 	 0.7 	 (21.8) 	 8.5 	 6.1

Balance at 1 January 2006 	 18.7 	 0.7 	 (21.8) 	 8.5 	 6.1
Cost of share-based payment 	 22.2 	 - 	 - 	 - 	 22.2
Cash flow hedges
	 Deferred gain recognised in equity 	 - 	 - 	 60.1 	 - 	 60.1
	 Gain recognised in the income statement	 - 	 - 	 (24.6) 	 - 	 (24.6)
Available-for-sale financial assets 	 - 	 - 	 - 	 17.5 	 17.5
Currency translation differences 	 - 	 (57.8) 	 - 	 - 	 (57.8)

Balance at 31 December 2006 	 40.9 	 (57.1) 	 13.7 	 26.0 	 23.5

Parent

Balance at 1 January 2005 	 - 	 - 	 - 	 - 	 -
Cost of share-based payment 	 18.7 	 - 	 - 	 - 	 18.7

Balance at 31 December 2005 	 18.7 	 - 	 - 	 - 	 18.7

Balance at 1 January 2006 	 18.7 	 - 	 - 	 - 	 18.7
Cost of share-based payment 	 19.3 	 - 	 - 	 - 	 19.3

Balance at 31 December 2006 	 38.0 	 - 	 - 	 - 	 38.0

Nature and purpose of reserves

Employee benefits reserve
Used to record the cost of share-based payments associated with the employee share plans.

Foreign currency translation reserve
Used to record foreign exchange differences arising from the translation of;
•	 the financial statements of foreign subsidiaries, and
•	 liabilities that hedge the net investment in foreign subsidiaries.

Hedging reserve
Used to record the effective portion of changes in the fair value of cash flow hedges.

Investment fair value reserve
Used to record changes in the fair value of the Group’s available-for-sale investments.

19. Other Reserves
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20. Retained Earnings Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

Movements in retained earnings
Balance at beginning of year 	 2,936.0 	 2,208.6 	 293.2 	 256.2
Adjustment on adoption of new accounting standards  
AASB 132 and AASB 139, net of tax

	 - 	 66.7 	 - 	 -

Net profit for the year 	 1,427.0 	 1,107.4 	 692.4 	 483.7
Dividends 	 (713.3) 	 (446.7) 	 (713.3) 	 (446.7)

Balance at end of year 	 3,649.7 	 2,936.0 	 272.3 	 293.2

Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

(a) Components of cash and cash equivalents

Cash at bank(1) 	 299.7 	 142.6 	 - 	 -
Money market deposits(2) 	 14.0 	 90.3 	 - 	 -

Total cash and cash equivalents 	 313.7 	 232.9 	 - 	 -

(1)	 Cash at bank earns interest at 4.5% (2005: 5.0%).

(2)	 Money market deposits are denominated in A$ and US$ with an average maturity of 1.2 days (2005: 3.4 days) and effective interest rate of 4.9% to 5.8% (2005: 
4.4% to 5.6%).

(b) Reconciliation of net cash from operating activities to 
operating profit after income tax

Net profit 	 1,427.0 	 1,107.4 	 692.4 	 483.7

Depreciation and amortisation 	 631.0 	 306.6 	 - 	 -
Foreign exchange (gain)/loss 	 (7.3) 	 (19.5) 	 - 	 -
Profit on sale of assets 	 (18.1) 	 (67.9) 	 - 	 -
Evaluation expense 	 30.2 	 14.7 	 - 	 -
Diminution in value of investments 	 - 	 - 	 18.2 	 1.0
Transfer of exploration activities to investing 	 308.9 	 263.1 	 - 	 -
Derivative instruments (gain)/loss 	 (61.5) 	 (30.2) 	 - 	 -
Share of associates’ net (profit)/loss 	 (19.5) 	 (6.1) 	 - 	 -
Impairment losses 	 6.9 	 - 	 - 	 -
Share-based payments recognised directly in equity 	 (7.2) 	 (11.6) 	 (10.1) 	 7.5

Decrease/(increase) in assets

Trade receivables 	 (100.4) 	 (151.6) 	 - 	 -
Interest receivable 	 0.2 	 0.7 	 - 	 -
Dividends receivable 	 2.9 	 (0.7) 	 - 	 -
Inventories 	 (0.7) 	 (5.0) 	 - 	 -
Prepayments 	 (83.4) 	 9.0 	 - 	 -
Other assets 	 (111.5) 	 (10.6) 	 (577.1) 	 (0.5)

(Decrease)/increase in liabilities

Payables and other liabilities 	 202.4 	 337.6 	 30.3 	
Tax payable 	 38.1 	 101.8 	 71.6 	 86.8
Deferred tax 	 76.8 	 (149.8) 	 0.1 	 0.1
Provisions 	 33.9 	 26.8 	 - 	 -

Net cash from operating activities 	 2,348.7 	 1,714.7 	 225.4 	 578.6

21. Notes to the Cash Flow Statement
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22.	Financial Instruments

(a) 	Financial Risk Management Objectives and Policies

	 Woodside’s management of financial risk is aimed at ensuring net cash flows are sufficient to: 

•	 meet all its financial commitments as and when they fall due; 

•	 maintain the capacity to fund its forecast project developments and exploration strategy; 

•	 pay a reasonable dividend; and 

•	 maintain a long-term credit rating of not less than ‘investment grade’.

	 Woodside continually monitors and tests its forecast financial position against these criteria and, in general, will undertake 
hedging activity only when necessary to ensure that these objectives are achieved. Other circumstances which may lead to 
hedging activities include the purchase of reserves and underpinning the economics of a new project.

	 Commodity price, interest rate, foreign exchange and credit risk arise in the normal course of the Group’s business. These 
risks are managed through Board approved directives which underpin treasury policies and processes. The Group’s principal 
financial instruments, other than derivatives, comprise interest-bearing debt, finance leases, cash and short term deposits. 
Other financial instruments include trade receivables and trade payables, which arise directly from operations.

	 Monthly treasury reports are presented to the Board detailing open positions, any new transactions and any policy 
breaches. The Board Audit & Risk Committee oversees both the internal and external audit reviews of the treasury function.

	 It is, and has been, throughout the period under review, the Group’s policy that no speculative trading in financial 
instruments shall be undertaken.

(b) 	Financing Facilities

	 Woodside Finance Ltd., an entity controlled by Woodside Petroleum Ltd., is a party to US dollar borrowings.  A summary of 
each debt facility available at 31 December 2006 is presented below.

Bi-lateral

A$m

Bonds

A$m

364-day

A$m

Total

A$m

Consolidated
As at 31 December 2006

Facilities available at balance date 	 887.8 	 1,002.2 	 443.9 	 2,333.9
Facilities utilised at balance date 	 (504.8) 	 (1,002.2) 	 (313.3) 	 (1,820.3)

Facilities not utilised at balance date 	 383.0 	 - 	 130.6 	 513.6

Consolidated
As at 31 December 2005

Facilities available at balance date 	 614.3 	 1,096.1 	 68.3 	 1,778.7
Facilities utilised at balance date 	 (31.4) 	 (1,096.1) 	 - 	 (1,127.5)

Facilities not utilised at balance date 	 582.9 	 - 	 68.3 	 651.2
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	 Bi-lateral loan facilities

	 The Group has bi-lateral loan facilities totalling US$700 million. With the exception of one facility which expires in 2010, all 
are evergreen facilities with a five year term. Each year these facilities may be extended by a year subject to the bank’s 
agreement. All facilities are dual-currency in US and Australian dollars with six of these facilities also being multi-currency. 
Interest rates are based on the London Inter-bank Offered Rate (LIBOR) (for US dollar drawings) and are fixed at the 
commencement of the drawdown period. Interest is paid at the end of the drawdown period. The facilities are subject to a 
financial covenant and a negative pledge restricting the amount of future secured borrowings. Neither the covenant nor the 
negative pledge have been breached at any time during the reporting period. 

	 Bonds

	 The Group has three unsecured bonds issued to ‘qualified institutional buyers’ in the United States of America as defined 
in Rule 144A under the US Securities Act 1933. The 2008 US$250 million bond has a fixed rate coupon of 6.6% p.a. and 
matures on 15 April 2008. The 2011 US$300 million bond has a fixed rate coupon of 6.7% p.a. and matures on 1 August 2011. 
The 2013 US$250 million bond has a fixed rate coupon of 5.0% p.a. and matures on 15 November 2013.  Interest on all bonds 
is payable six monthly in arrears. The bonds are subject to various covenants and a negative pledge restricting the amount 
of future secured borrowings. Neither the covenants nor the negative pledge have been breached at any time during the 
reporting period.

	 364-day revolving credit facility

	 The Group has dual-currency 364-day revolving credit facilities totalling US$350 million. The interest rate is based on 
the bank’s cost of funds and is fixed at the commencement of the drawdown period.  Interest is paid at the end of the 
drawdown period.  The facility is subject to a financial covenant pledge restricting the amount of future secured borrowings.  
Neither the covenant nor the negative pledge have been breached at any time during the reporting period.  

	 Repayment obligations in respect of the amount of the facilities utilised are as follows:

22.	Financial Instruments (continued)

Consolidated
2006

A$m

2005

A$m

Due

No later than one year 	 313.3 	 31.4
Later than one year but not later than two years 	 315.8 	 -
Later than two years but not later than three years 	 - 	 339.1
Later than three years but not later than four years 	 48.2 	 -
Later than four years but not later than five years 	 832.8 	 -
Later than five years 	 310.2 	 757.0

	 1,820.3 	 1,127.5

(b) 	Financing Facilities (continued)
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22.	Financial Instruments (continued)

(c) 	 Hedging and derivatives

	 Interest rates

	 The Group manages its exposure to interest rate risk by maintaining a mix of fixed and floating rate debt.  In general the 
fixed rate debt and floating rate debt ratio is managed through an appropriate choice of debt instrument. The Group may 
enter into interest rate swaps to manage the ratio of fixed rate debt to floating rate debt. Hedging is undertaken against 
specific interest rate exposures only.

Instrument Notional 
amount

Rate Expiry Hedge type Fair value

2006
$m

2005
$m

Interest rate 
swaps

US$250 million Receive 5% fixed
Pay LIBOR less 
0.10%

2013 Fair value hedge - Designated to 
swap the 2013 US$250 million 
bond from a fixed rate to floating 
rate exposure.

	 (0.1) 	 5.1

Foreign currency 

The Group is exposed to foreign currency risk on sales, purchases and borrowings that are denominated in currency 
other than Australian dollars.

Foreign exchange 
forward contracts

Sell US$8.5 
million

Receive 
A$2.03/US$1

2006 Cash flow hedge - Manages 
exposure to changes in foreign 
exchange from anticipated US$ 
LNG sales receipts.

	 - 	 5.6

Borrowings of US$1,445 million are designated as a hedge of the net investments in the US dollar functional currency 
subsidiaries outlined in Note 33, and are being used to reduce the exposure to foreign exchange risk. Foreign exchange 
gains or losses on these borrowings are then transferred to equity to offset the gain or loss on translation of the net 
investments in the subsidiaries.

Commodity prices

The Group’s future revenues are exposed to commodity price fluctuations. The Group may enter into commodity price 
derivative instruments to manage this exposure.

Crude oil zero 
cost collars

Sell 
6,600,000 bbl 
4,400,000 bbl 
2,500,000 bbl

Receive  
US$55 – 77.34/bbl 
US$55 – 75.94/bbl 
US$55 – 73.68/bbl

 
2008 
2009 
2010

Cash flow hedge - Manages risk 
from anticipated oil production 
receipts from the Vincent project. 
Notional volumes amount to 
approximately 60% of total 
anticipated production from 2008 
to 2010.

 
	 (4.0)
	 (3.9)
	 (3.9)

 
	 -
	 -
	 -

Natural gas 
swaps

Sell 
6,340,000 MMbtu 
4,670,000 MMbtu 
5,310,000 MMbtu

Receive 
US$10.04/MMbtu 
US$9.01/MMbtu 
US$8.39/MMbtu

 
2006 
2007 
2008

Cash flow hedge - Manages risk 
from anticipated gas production 
receipts from Gryphon Exploration 
Company. Notional volumes amount 
to approximately 28% of anticipated 
production in 2007 and 2008.

 
	  -
	 11.7
	 2.0

 
	 (6.4)
	 (8.0)
	 (6.9)

Natural gas zero 
cost dollars

Sell 
8,050,000 MMbtu 
3,850,000 MMbtu

Receive 
US$6.77 - $8.49/
MMbtu 
US$6.57 - $8.87/
MMbtu

 
2006 
2007

Cash flow hedge (subsidiary) 
- Manages risk from anticipated gas 
production receipts from Gryphon 
Exploration Company, these hedges 
are not effective on consolidation. 
At 31 December 2006 the 
notional volumes amounted to 
approximately 20% of anticipated 
2007 gas production.

 
	 -
	 1.2

 
	 (28.0)
	 (11.8)
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Floating
interest 

rate

Fixed interest rate maturing in Non  
interest- 
bearing

Total Effective 
interest 

ratebetween

1 year 
or less

1-2 2-3 3-4 4-5 more 
than

5 yearsyears

2006 $m $m $m $m $m $m $m $m $m %

Consolidated

Financial assets

	 Cash 	 299.7 	 14.0 	 - 	 - 	 - 	 - 	 - 	 - 	 313.7 	 4.5
	 Receivables 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 625.6 	 625.6 	 -
	 Other financial assets 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 132.7 	 132.7 	 -

Financial liabilities

	 Payables 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 (788.5) 	 (788.5) 	 -
	 Interest-bearing liabilities(¹) 	 - 	  (313.3) 	 (315.8) 	 - 	 (48.2) 	 (832.8) 	 (310.2) 	 - 	(1,820.3) 	 5.8
	 Financial liabilities-other 	 (0.1) 	 - 	 - 	 - 	 - 	 - 	 - 	 (11.7) 	 (11.8) 	 -
Net financial assets/
(liabilities) 	 299.6 	 (299.3) 	 (315.8) 	 - 	 (48.2) 	 (832.8) 	 (310.2) 	 (41.9) 	(1,548.6) 	 -

Parent

Financial assets

	 Receivables 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	1,386.5 	1,386.5 	 -
	 Other financial assets 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 309.5 	 309.5 	 -

Financial liabilities
	 Payables 	 (508.6) 	 - 	 - 	 - 	 - 	 - 	 - 	 (131.6) 	 (640.2) 	 5.9
Net financial assets/
(liabilities) 	 (508.6) 	 - 	 - 	 - 	 - 	 - 	 - 	1,564.4 	1,055.8 	 -

(1) The average effective interest rate recognises the impact of interest rate swaps.

(d) 	Effective Interest Rates and Maturity Profile

	 The effective interest rates on financial assets and liabilities as at 31 December 2006 were as follows:

22.	Financial Instruments (continued)
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(d) 	Effective Interest Rates and Maturity Profile (continued)

	 The effective interest rates on financial assets and liabilities as at 31 December 2005 were as follows:

22.	Financial Instruments (continued)

(e)	Credit Risk

	 Customers who wish to trade on unsecured credit terms are subject to credit verification procedures. Receivables balances 
are monitored on an ongoing basis with the result that the Parent’s and Group’s exposure to bad debts is not significant. 
Woodside’s credit risk is limited to the carrying value of its financial assets.  Derivative transactions are with counterparties 
with a credit rating equal to or better than the Group. At balance date there were no significant concentrations of credit risk.

Floating
interest 

rate

Fixed interest rate maturing in Non  
interest- 
bearing

Total Effective 
interest 

ratebetween

1 year 
or less

1-2 2-3 3-4 4-5 more 
than

5 yearsyears

2005 $m $m $m $m $m $m $m $m $m %

Consolidated

Financial assets

	 Cash 	 142.6 	 90.3 	 - 	 - 	 - 	 - 	 - 	 - 	 232.9 	 5.0
	 Receivables 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 358.1 	 358.1 	 -
	 Other financial assets 	 5.1 	 - 	 - 	 - 	 - 	 - 	 - 	 57.7 	 62.8 	 -

Financial liabilities

	 Payables 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 (642.0) 	 (642.0) 	 -
	 Interest-bearing liabilities(¹) 	 - 	 (31.4) 	 - 	 (339.1) 	 - 	 - 	 (757.0) 	 - 	(1,127.5) 	 5.7
	 Financial liabilities-other 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 (61.1) 	 (61.1) 	 -
Net financial assets/
(liabilities) 	 147.7 	 58.9 	 - 	 (339.1) 	 - 	 - 	 (757.0) 	 (287.3) 	(1,176.8) 	 -

Parent

Financial assets

	 Receivables 	 0.5 	 - 	 - 	 - 	 - 	 - 	 - 	 807.3 	 807.8 	 5.4
	 Other financial assets 	 - 	 - 	 - 	 - 	 - 	 - 	 - 	 286.0 	 286.0 	 -

Financial liabilities
	 Payables 	 (0.1) 	 - 	 - 	 - 	 - 	 - 	 - 	 (85.4) 	 (85.5) 	 -
Net financial assets/
(liabilities) 	 0.4 	 - 	 - 	 - 	 - 	 - 	 - 	 1,007.9 	1,008.3 	 -

(1) The average effective interest rate recognises the impact of interest rate swaps.
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22.	Financial Instruments (continued)

(f)  Fair Values

	 The carrying amounts and estimated fair values of financial assets and financial liabilities are as follows:

Carrying amount Fair Value

2006

$m

2005

$m

2006

$m

2005

$m

Consolidated 

Financial assets
Cash 	 313.7 	 232.9 	 313.7 	 232.9
Receivables - current 	 625.6 	 358.1 	 625.6 	 358.1
Other financial assets - current
	 Derivative instruments 	 12.8 	 5.6 	 12.8 	 5.6
Other financial assets - non-current
	 Investments in associated entities 	 1.0 	 1.3 	 1.0 	 1.3
	 Listed entity investments 	 58.8 	 21.4 	 58.8 	 21.4
	 Unlisted entity investments 	 4.5 	 2.8 	 4.5 	 2.8
	 Derivative instruments 	 55.6 	 31.7 	 55.6 	 31.7

Financial liabilities
Payables - current 	 784.3 	 632.6 	 784.3 	 632.6
Payables - non-current 	 4.2 	 9.4 	 4.2 	 9.4
Interest-bearing liabilities - current 	 313.3 	 31.4 	 313.3 	 31.4
Interest-bearing liabilities - non-current 	 1,507.0 	 1,096.1 	 1,525.9 	 1,129.1
Other financial liabilities - current
	 Derivative instruments 	 - 	 34.4 	 - 	 34.4
Other financial liabilities - non-current
	 Derivative instruments 	 11.8 	 26.7 	 11.8 	 26.7

Parent

Financial assets
Receivables - current 	 278.9 	 282.0 	 278.9 	 282.0
Receivables - non-current 	 1,107.6 	 525.8 	 1,107.6 	 525.8
Other financial assets - non-current 	 	
	 Investment in controlled entities 	 309.5 	 286.0 	 284.9 	 286.0

Financial liabilities
Payables - current 	 508.6 	 0.1 	 508.6 	 0.1
Payables - non-current 	 131.6 	 85.4 	 131.6 	 85.4

The methods and assumptions used to estimate the fair value of financial instruments are outlined below:

Cash
The carrying amount is fair value due to the liquid nature of these assets.

Receivables/payables
Due to the short term nature of these financial rights and obligations, their carrying amounts are estimated to represent 
their fair values.

Other financial assets/liabilities
For financial assets and liabilities that are actively traded in organised financial markets, fair value is determined by reference 
to quoted market prices at the close of business on the balance sheet date.  Where financial assets and liabilities are not 
actively traded, fair value is established by using other market accepted valuation techniques.  

Interest-bearing liabilities
The fair value of fixed interest long-term borrowings (bonds) is determined by discounting all future cash flows of the bonds 
using the US interest rate swap curve as at the reporting date, adjusted for the Company’s margin, which is based on the 
Group’s credit rating.
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23.	 Business Combinations

	 Effective 31 August 2005, Woodside Energy (USA) Inc. acquired a 100% interest in Gryphon Exploration Company Inc, 
(‘Gryphon’) an unlisted company based in the United States of America, with production and exploration leases in the Gulf 
of Mexico.

	 Accounting for the purchase price allocation against the value of assets was provisional at 31 December 2005 due to an 
ongoing assessment of the prospects purchased.  Finalisation of this process resulted in a reallocation of $48.3 million 
from oil and gas properties to exploration and evaluation assets.  The fair value of the purchase consideration for the 
Gryphon business remains unchanged.

	 The assets and liabilities arising from the acquisition are as follows:

Carrying value 
of  Gryphon at 

31 August 
2005 

$m

Purchase Price 
Reallocation -  
Fair value of 

Gryphon at 31 
August 2005

$m

Current assets
Cash assets 	 23.9 	 23.9
Receivables 	 12.4 	 12.4
Inventories 	 0.5 	 0.5
Other 	 7.0 	 7.0

Total current assets 	 43.8 	 43.8

Non-current assets
Exploration and evaluation assets 	 74.4 	 239.3
Oil and gas properties 	 205.1 	 366.7
Other plant and equipment 	 0.6 	 0.6
Deferred tax asset 	 4.1 	 -

Total non current assets 	 284.2 	 606.6

Total assets 	 328.0 	 650.4

Current liabilities
Payables 	 45.0 	 45.0
Interest-bearing liabilities 	 36.2 	 36.2
Financial liabilities 	 8.7 	 32.0
Other liabilities 	 - 	 8.9

Total current liabilities 	 89.9 	 122.1

Non-current liabilities
Financial liabilities 	 4.0 	 12.6
Deferred tax liabilities 	 39.1 	 126.8
Provisions 	 5.5 	 9.3

Total non current liabilities 	 48.6 	 148.7

Total liabilities 	 138.5 	 270.8

Net assets 	 189.5 	 379.6

Purchase consideration:
Cash paid 	 378.4
Direct costs relating to the acquisition 	 1.2

Total purchase consideration 	 379.6

Cash outflow on acquisition:
Cash acquired with subsidiary 	 (23.9)

Net cash outflow 	 355.7
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Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

(a) Operating Lease Commitments 
Rentals payable on non-cancellable operating leases, due:
	 Within one year 	 269.5 	 98.8 	 - 	 -
	 After one year but not more than five years 	 621.3 	 209.2 	 - 	 -
	 Later than five years 	 514.1 	 202.5 	 - 	 -

	 1,404.9 	 510.5 	 - 	 -

The Group leases assets for operations including: floating production, storage and off-take vessels, helicopters, supply vessels, 
cranes, land, mobile offshore drilling units, office premises and computers. 

There are no restrictions placed upon the lessee by entering into these leases. Renewals are at the option of the specific entity 
that holds the lease. Most leases contain a clause enabling upward revision of the rental charge on an annual basis based on the 
Consumer Price Index.

The Group made payments under operating leases of $252.4 million during the year (2005: $120.1 million).

(b) Capital Expenditure
Expenditure contracted for but not provided for in the 
accounts, due:
	 Within one year 	 1,083.6 	 763.8 	 - 	 -
	 After one year but not more than five years 	 636.9 	 320.1 	 - 	 -
	 Later than five years 	 - 	 - 	 - 	 -

	 1,720.5 	 1,083.9 	 - 	 -

(c) Other Expenditure Commitments

Other expenditure commitments predominantly for the 
future supply of services contracted for but not provided for 
in the accounts, due:
	 Within one year 	 89.6 	 46.6 	 - 	 -
	 After one year but not more than five years 	 87.0 	 63.7 	 - 	 -
	 Later than five years 	 105.0 	 29.2 	 - 	 -

	 281.6 	 139.5 	 - 	 -

(d) Exploration Commitments
Exploration expenditure obligations contracted for but not 
provided for in the accounts, due:
	 Within one year 	 122.7 	 145.9 	 - 	 -
	 After one year but not more than five years 	 135.5 	 135.0 	 - 	 -
	 Later than five years 	 1.7 	 - 	 - 	 -

	 259.9 	 280.9 	 - 	 -

By region:
Australia
	 Browse Basin 	 0.4 	 2.7 	 - 	 -
	 Barrow Basin 	 0.6 	 - 	 - 	 -
	 Carnarvon Basin 	 81.9 	 27.5 	 - 	 -
	 Bonaparte Basin 	 8.0 	 10.5 	 - 	 -
	 Great Australian Bight 	 1.8 	 38.7 	 - 	 -
	 Victoria 	 16.0 	 22.2 	 - 	 -

The Americas
	 Gulf of Mexico 	 5.0 	 11.6 	 - 	 -
	 Brazil 	 35.2 	 - 	 - 	 -

Africa
	 West Africa (Mauritania, Sierra Leone) 	 31.3 	 64.2 	 - 	 -
	 North Africa (Algeria, Libya) 	 66.2 	 97.4 	 - 	 -
	 East Africa (Kenya) 	 13.5 	 6.1 	 - 	 -

	 259.9 	 280.9 	 - 	 -

These obligations may be varied from time to time and are expected to be fulfilled in the normal course of operations of the Group.

24.	Expenditure Commitments  
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25.		Employee Benefits

(a)	 Woodside Employee Share Plan

	 During 2006, following a review of Woodside’s total reward strategy across global operations, the Group decided to close 
the Woodside Employee Share Plan (‘WESP’ or ‘the plan’) with the last allocation being made to employees in 2006. On 
announcement of plan closure, unrestricted possession (full entitlement) of these shares was provided immediately to 
employees. Employees are required to repay or refinance WESP loans by 31 December 2009.

	 Under the WESP eligible employees were granted loans for the on-market purchase of shares in Woodside Petroleum 
Ltd. The loans are interest-free, limited-recourse, are reduced by the application of dividends (after taking into account 
employee liability for tax on those dividends), and are repayable upon the sale of shares or termination of the employee. 
Prior to closing the WESP, the Company assessed incremental loan offer entitlements in accordance with pre-established 
criteria based on remuneration levels.

	 WESP members receive all of the rights of ordinary shareholders. Where the loan is repaid by the sale of shares, any 
remaining surplus on sale is paid to the employee while any shortfall is borne by Woodside. During 2006, 2,190 employees 
(2005: 1,968 employees) participated in the plan.

	 Other relevant terms and conditions applicable to WESP grants include:

• 	 The number of shares that were acquired with each loan is a function of the weighted average price of Woodside 
Petroleum Ltd. shares on the Australian Securities Exchange (ASX) over the week prior to the acquisition date, plus 
brokerage and stamp duty;

•	 The number of shares that were acquired under the plan was limited to the equivalent of 5.0% of issued ordinary 
share capital of Woodside Petroleum Ltd. At 31 December 2006, the number of shares held by employees within the 
plan is equivalent to 1.32% (2005: 1.58%);

•	 The shares were acquired by the plan on the open market and were allocated to the employees participating in the 
scheme.

	 The following table illustrates the number and weighted average prices of shares reserved, acquired and redeemed during 
the year by the plan on behalf of employees.

2006 2005
Number of 

shares
Weighted 

average price
Cost Number of 

shares
Weighted 

average price
Cost

$ $m $m $m

Opening balance 	 10,536,682 	 15.42 	 162.5 	 12,016,576 	 12.69 	 152.4
Purchases during the year 	 1,684,910 	 43.12 	 72.7 	 2,443,130 	 24.50 	 59.9
Redemptions during the year 	 (3,415,156) 	 14.91 	 (50.7) 	 (3,923,024) 	 12.69 	 (49.8)

Closing balance 	 8,806,436 	 20.92 	 184.5 	 10,536,682 	 15.42 	 162.5
Less Cumulative dividends 
applied 	 (16.3) 	 (14.5)

Shares reserved for employees 	 8,806,436 	 19.10 	 168.2 	 10,536,682 	 14.05 	 148.0

Shares eligible for unrestricted 
possession 	 8,806,436 	 20.92 	 184.5 	 4,824,423 	 11.46 	 55.3

During the year ended 31 December 2006 3,415,156 (2005: 3,923,024) shares were sold by the WESP on behalf of employees at a 
weighted average share price of $30.59 (2005: $24.59). 
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25.		Employee Benefits (continued)

(a) 	 Woodside Employee Share Plan (continued)

	 Loans to employees under WESP are accounted for as share-based payments to employees for services provided. The fair 
value of the benefit provided is estimated using the Binomial option pricing model as follows: 

	 Grant date Shares 
acquired

Share price at 
acquisition date(1)

Employee Benefit 
Fair value(2) 

Valuation Assumptions(3)

Expected 
volatility 

Risk free 
interest rate 

Expected life

($) ($/share) (%) (%) (years)

		  2005

		  February 	 356,544 20.70 		  6.49 17.0 5.4 5.0

		  May 	 1,498,909 23.07 		  7.11 17.0 5.2 5.0

		  August 	 238,111 29.86 		  9.08 17.0 5.2 5.0

		  October 	 349,566 30.87 		  10.09 20.0 5.4 5.0

		  2006

		  February 	 192,970 44.87 		  14.06 22.9 5.2 5.0

		  May 	 1,172,912 42.90 		  11.16 22.9 5.5 3.6

		  August 	 319,028 42.87 		  10.93 22.9 5.9 3.4

(1)	 The share price at acquisition date is deemed to be the exercise price.
(2)	 The closure of WESP did not result in incremental employee benefit fair value.
(3)	 The expected life of the instrument is based on historical data and is not necessarily indicative of exercise patterns that may occur. The expected volatility reflects 

the assumption that the historical volatility is indicative of future trends, which may also not necessarily be the actual outcome. All features have been included in 
the valuation of the benefit.

(b) 	Executive Incentive Plan

	 The Executive Incentive Plan (EIP) became effective 1 January 2005. For details regarding the EIP and Woodside’s 
remuneration structure for the CEO and senior executives refer to Note 26(c).

	 The following table illustrates the number and weighted average prices of shares reserved and acquired during the year by 
the plan.

2006 2005
Number of 

shares
Weighted 

average price
Cost Number of 

shares
Weighted 

average price
Cost

$ $m $m $m

Opening balance 	 - 	 - 	 - - - -
Purchases during the year 	 202,430 	 46.66 	 9.4 - - -
Shares reserved for executives 
under EIP 	 202,430 	 46.66 	 9.4 - - -

Shares for the March 2006 grant are held in Trust and the Executive’s do not have any beneficial rights to these shares until approval is given by the Board.
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	 The EIP is accounted for as a share based payment to employees for services provided. The fair value of the benefit 
provided is estimated using the Binomial option pricing model:

Long term 
incentive 

VPRs  
issued

Share 
price at 

grant date 

Employee 
benefit 

fair value

Exercise period Valuation Assumptions

From To

Expected 
volatility 

Risk free 
interest rate 

Expected 
life

Grant ($) ($/VPR) (%) (%) (years)

Time tested VPR

March 2006 	 59,202 24.50 22.80 13/03/2009 13/03/2009 23 5.7 3.0

March 2007 	 55,030 40.00 37.30 14/03/2010 14/03/2010 24 5.2 3.0

Total 	 114,232

TSR tested VPR

March 2006 	 143,228 24.50 14.25 13/03/2009 13/03/2011 23 5.7 3.0-5.0

March 2007 	 110,082 40.00 22.30 14/03/2010 14/03/2012 24 5.2 3.0-5.0

Total 	 253,310

	 There were no VPRs eligible for unrestricted possession as at 31 December 2006 and 8,868 VPRs were forfeited during the 
year then ended.  The exercise price payable on the exercise of VPR is $1 for the total number exercised on any calendar 
date.

25.		Employee Benefits (continued)

(b) 	Executive Incentive Plan (continued)
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25.		Employee Benefits (continued)

(c) 	 Defined Benefit Superannuation Plan 

	 (i)	 Superannuation plan

		�  All employees of the Group are entitled to benefits from the Group’s superannuation plan on retirement, disability or 
death.  The Group has one funded plan with a defined benefit section and a defined contribution section.  The defined 
benefit section plan provides lump sum benefits based on years of service and final average salary.  The defined 
benefit section of the plan is closed to new members.  All new members receive accumulation only benefits.  The 
defined contribution section receives fixed contributions from Group companies and the Group’s legal or constructive 
obligation is limited to these contributions.

		�  The Group has a legal obligation to settle defined benefit plan deficits, however these do not need to be settled with 
an immediate contribution or additional one-off contribution.  Any defined benefit plan surplus may only be used to 
reduce future contributions from the Group.

		�  The present value of the defined benefit obligation has been determined using the Projected Unit Credit Method.

			�   Employer contributions

		�  The Group intends to contribute 3% of salaries for defined benefit members eligible for award contributions and at 
the rates allocated to accumulation member’s accounts in line with the actuary’s latest recommendations.  Employer 
contributions to the defined benefit section of the plan are based on recommendations by the plan’s actuary.  Actuarial 
assessments are made annually, and the last such assessment was made with respect to 31 December 2005 balances.

			   Funding method

		�  The objective of funding is to ensure that the benefit entitlements of members and other beneficiaries are fully funded 
by the time they become payable.  To achieve this objective, the actuary has adopted a method of funding benefits 
known as the “attained age normal” method.  This funding method seeks to have benefits funded by means of a total 
contribution which is expected to be a constant percentage of members’ salaries over their working lifetimes.

Consolidated

2006

$m

2005

$m

(ii)		  Balance sheet amounts

Present value of the defined benefit obligation 	 (126.6) 	 (118.1)
Fair value of defined benefit plan assets 	 175.1 	 157.7

Net asset in the balance sheet 	 48.5 	 39.6

Consolidated

2006

%

2005

%

(iii)		  Categories of plan assets

The major categories of plan assets are as follows:
	 Cash 	 13 	 14

	 Australian Equity 	 36 	 34

	 International Equity 	 28 	 28

	 Fixed income 	 15 	 15

	 Property 	 8 	 9

	 100 	 100
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Consolidated

2006

$m

2005

$m

(iv)		  Reconciliations

Reconciliation of the present value of the defined benefit obligation, which is fully funded:

	 Balance at beginning of year 	 (118.1) 	 (119.4)
	 Current service cost 	 (8.5) 	 (9.8)
	 Interest on obligation 	 (5.3) 	 (5.3)
	 Actuarial gains/(losses) 	 (5.4) 	 1.3
	 Plan participants’ contributions 	 (5.2) 	 (3.4)
	 Benefits, administrative expenses, premiums and tax paid 	 16.3 	 19.5
	 Net transfers out 	 (0.4) 	 (1.0)

Defined benefit obligation at end of year 	 (126.6) 	 (118.1)

Reconciliation of the fair value of plan assets/(liabilities):

		 Balance at beginning of year 	 157.7 	 142.8
	 Expected return on plan assets 	 10.9 	 9.9
	 Actuarial gains/(losses) 	 11.5 	 11.9
	 Employer contributions 	 5.8 	 8.2
	 Plan participants’ contributions 	 5.2 	 3.4
	 Benefits, administrative expenses, premiums and tax paid 	 (16.3) 	 (19.5)
	 Net transfers in 	 0.3 	 1.0

Fair value of plan assets at end of year 	 175.1 	 157.7

Reconciliation of superannuation asset/(liability):

	 Present value of defined benefit obligation 	 (133.8) 	 (124.0)
	 Provision for contributions tax 	 7. 2 	 5.9
	 Fair value of plan assets 	 175.1 	 157.7

Fair value of surplus assets at end of year 	 48.5 	 39.6

(v)		  Amounts recognised in income statement

The amounts recognised in the income statement are as follows:

	 Current service cost 	 (8.5) 	 (9.8)
		 Interest cost 	 (5.2) 	 (5.3)
	 Expected return on plan assets 	 10.9 	 9.8
	 Net actuarial gains recognised in year 	 6.1 	 13.2

Superannuation income 	 3.3 	 7.9

25.		Employee Benefits (continued)

(c) 	 Defined Benefit Superannuation Plan (continued)
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(vi)		  Principal actuarial assumptions

The principal actuarial assumptions used as at balance sheet date were as follows:

Financial year ending

31 December 2006 31 December 2005

Discount rate – active members 4.90% p.a. 4.40% p.a.
Discount rate – pensioners 5.80% p.a. 5.20% p.a.
Expected rate of return on plan assets – active members 7.00% p.a. 7.00% p.a.
Expected rate of return on plan assets – pensioners 7.00% p.a. 7.00% p.a.
Expected salary increase rate 4.00% p.a. 4.00% p.a.
Expected pension increase rate 2.50% p.a. 2.50% p.a.

The expected rate of return on plan assets is determined by weighting the expected long term return for each asset class by the 
benchmark allocation of assets to each class. The returns for each asset class are net of investment tax and investment fees. This 
resulted in the selection of a 5.80% rate of return on assets (discount rate).

(vii)		 Historical information

Financial year ending

31 December 2006 31 December 2005
$m $m

Present value of defined benefit obligation(1) 	 126.6 	 118.1
Fair value of plan assets 	 175.1 	 157.7
Surplus/(deficit) in plan 	 48.5 	 39.6
Experience adjustments gain/(loss) – plan assets 	 11.5 	 11.9
Experience adjustments gain/(loss) – plan liabilities 	 (5.5) 	 1.3

(1)	 Includes any provision for contribution tax on plan surplus or deficit.

(d)	 Employee benefits expense
Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

Employee benefits 	 130.4 	 109.9 	 0.6 	 0.6
Defined contribution plan costs 	 8.0 	 9.7 	 - 	 -
Defined benefit plan income 	 (3.3) 	 (7.9) 	 - 	 -

	 135.1 	 111.7 	 0.6 	 0.6

25.		Employee Benefits (continued)

(c) 	 Defined Benefit Superannuation Plan (continued)
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26.		Key Management Personnel Compensation

(a) 	 Key Management Personnel 

	 Key Management Personnel refers to those persons who have authority and responsibility for planning, directing and 
controlling the activities of Woodside Petroleum Ltd. and the Woodside group of companies, directly or indirectly, including 
any director (whether executive or otherwise) of Woodside Petroleum Ltd.  The Key Management Personnel of Woodside 
Petroleum Ltd. during the year were:

Name Position Period

Executives

D Voelte Chief Executive Officer and Managing Director

M Chatterji Chief Financial Officer

R Cole General Counsel Commenced 10/04/2006

A J Kantsler Director, Exploration and New Ventures

P Moore Director, Development

K W Spence Director, Enterprise Capability

R A Carroll Chief Financial Officer Resigned 31/10/2006

Non-Executive Directors

C B Goode Chairman 

R E S Argyle Director (Non-Executive) Retired 12/04/2006

J R Broadbent Director (Non-Executive)

A T Calvert Director (Non-Executive)

M A Chaney Director (Non-Executive)

A Jamieson Director (Non-Executive)

P H J M Jungels Director (Non-Executive)

D I McEvoy Director (Non-Executive)

P M van Rossum Director (Non-Executive) Resigned 15/02/2006

T N Warren Director (Non-Executive) Retired 15/02/2006

J Stausholm Director (Non-Executive) Commenced 20/06/2006

E Fraunschiel Director (Non-Executive)

R R Caplan Director (Non-Executive) Commenced 15/02/2006
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26.		Key Management Personnel Compensation (continued)

(b)	 Woodside Structure and Employees

	 Woodside Petroleum Ltd. is the listed parent and holding company of the Woodside group of companies. The Managing 
Director and Chief Executive Officer (CEO), Mr Donald Voelte, is the only person employed by Woodside Petroleum Ltd. 
Most employees of the Woodside group of companies, including the key management personnel discussed in this report, 
are employed by Woodside Energy Ltd.

	 The remuneration disclosure and practices discussed in this report relate to both Woodside Petroleum Ltd. and the 
Woodside group.

	 Executive Remuneration Policy

	 The Board recognises that Woodside’s performance is dependent on the quality of its people. To achieve its financial 
and operating objectives, Woodside must be able to attract, retain, and motivate, highly skilled executives. Woodside’s 
executive remuneration policy and principles have been designed to ensure that Woodside:

•	 provides competitive rewards that attract, retain and motivate executives of the highest calibre;

•	 sets demanding levels of performance which are clearly linked to an executive’s remuneration;

•	 structures remuneration at a level that reflects the executive’s duties and accountabilities and is competitive within 
Australia and, for certain roles, internationally;

•	 benchmarks remuneration against appropriate comparator groups at the 75th percentile;

•	 aligns executive incentive rewards with the creation of value for shareholders; and

•	 complies with applicable legal requirements and appropriate standards of governance.

	 Woodside’s policy to remunerate executives fairly and responsibly and in accordance with the Australian (and in some 
instances, international) market is supported by ensuring that:

•	 there is a clear relationship between the performance of Woodside, individual performance and remuneration;

•	 the policy underlying executive remuneration is openly communicated to and understood by executives; and

•	 the approach to executive remuneration demonstrates continuity and consistency with minimum exceptions.

	 Executive remuneration is reviewed annually having regard to individual and business performance against agreed financial 
and non-financial performance measures set at the start of the year, relevant comparative information and expert advice 
from both internal and independent external sources.
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26.		Key Management Personnel Compensation (continued) 

(c) 	 Executive Remuneration Structure

	 Woodside’s remuneration structure for the CEO and senior executives is divided into two principal components: 

	 •	 Fixed Annual Reward (FAR) which is ‘not at risk’; and

	 •	 Variable Annual Reward (VAR), which is ‘at risk’ and includes a Short-Term Incentive (STI) and a Long-Term 		
	 Incentive (LTI).

	 Fixed Annual Reward

	 The FAR component of executive remuneration comprises base salary, superannuation contributions and other allowances 
such as motor vehicle and health insurance.  It is determined by the scope of each executive’s role, level of knowledge, skill 
and experience along with their individual performance.  Woodside annually reviews and benchmarks this component of 
executive remuneration against appropriate market comparisons using information and advice from external consultants.

	 Variable Annual Reward

	 The VAR component of executive remuneration is set in accordance with the Executive Incentive Plan, which commenced 
1 January 2005 and was approved by shareholders at the Annual General Meeting on 19 April 2005.

	 A Base Incentive Pool is established for each Performance Year by reference to market data on variable rewards.  It is 
calculated as the sum of each participant’s fixed annual reward multiplied by their variable pay percentage.  The Base 
Incentive Pool is adjusted up or down after the end of the year to produce an Annual Incentive Pool, as measured by 
Woodside Economic Value Added (EVA(1)).  No VAR is payable if the adjustment results in a Pool Deficit.  A Pool Deficit 
occurs in any Performance Year if the application of the Annual Incentive Pool calculation (which takes movements in 
internal and external Risked Asset Value (RAV) into consideration) to the Base Incentive Pool produces a negative value.

	 Under the plan, the CEO and senior executives are entitled to a percentage of the Annual Incentive Pool (their VAR) which 
comprises a short-term cash incentive and a long-term Variable Pay Right (VPR) incentive as follows: 

Type Makeup Incentive Right Payment timing

STI(2) 40% Cash Entitlement March or April following the performance year

LTI(3) 20% Time-tested VPR Conditional entitlement Three years from allocation date

LTI(3) 40% TSR(4)-tested VPR Conditional entitlement Between three and five years from allocation date
(2) Short-term incentive 
(3) Long term incentive
(4)	Total shareholder return

The vesting conditions are as follows:

Cash • 	No resignation or dismissal before the end of the Performance Year

Time-tested VPR • 	No resignation or dismissal prior to expiry of three years from Allocation Date
TSR-tested VPR • 	TSR hurdle is satisfied for a period of 30 consecutive days, between three and five years from  

allocation date
• 	No resignation or dismissal prior to TSR hurdle being satisfied

(1) EVA® is a registered trademark of Stern Stewart and Co.

No VAR is payable if an unacceptable level of performance is noted in the executive’s individual Performance Assessment, 
as assessed after the end of a Performance Year.

The TSR Hurdle Rate is set by the Board with reference to the Cost of Equity Capital at that time. Executives will be 
notified of the TSR Hurdle Rate for each allocation of TSR-tested VPR and once the TSR Hurdle Rate is set, it will apply 
throughout the VPR vesting cycle.  The Board will determine from time to time whether VPRs are to be satisfied in cash or 
in Woodside shares at the time of vesting.
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26.		Key Management Personnel Compensation (continued) 

(c) 	 Executive Remuneration Structure (continued)

	 If there is any variation in Woodside’s capital structure (including any pro-rata issue, consolidation or subdivision) while 
VPRs remain outstanding, the number of VPRs will be adjusted to maintain value equivalence between one VPR and one 
Woodside share.

	 If an executive’s employment is terminated by Woodside with cause or due to resignation during the Performance Year, the 
executive will receive no cash incentive payment and no VPR.  If an executive dies or suffers total and permanent disability, 
all VPRs which have been allocated to the executive will immediately vest.  Subject to the discretion of the Board, VPRs 
may immediately vest in the event of a change of control of Woodside.

	 The Board has power under the rules of the EIP to terminate, suspend or amend the EIP, and to alter the management 
or administration of the EIP.  Board decisions about the operation of the EIP will be made on the recommendation of the 
Human Resources & Compensation Committee.

	 Further details on how the EIP operates are set out in the rules and in the Notice of 2005 Annual General Meeting, copies 
of which are available on the website (www.woodside.com.au).

(d) 	Relationship between Remuneration and Woodside Performance

	 The Human Resources & Compensation Committee and the Board continually seek to strengthen the link between 
executive remuneration and Woodside’s performance.  The recently adopted EIP, which is described in more detail above, is 
an integral part of Woodside’s overall approach to performance based remuneration.

	 Notwithstanding that there are a number of internal and external factors relevant to Woodside’s performance over the past 
three years, the Board believes that Woodside’s performance over the past three years can be, at least partly attributed 
to, the ability to attract, retain and reward executives which can, in turn, be linked to sound recruitment and remuneration 
policies Woodside has had in place over that period. 

	 The following table illustrates Woodside’s performance over the previous three years.

Year ended 31 December 2006 2005 2004

Net profit after tax ($m) 1,427 	 1,107 	 1,146

Earnings per share (cents) 217 	 169 	 175

Dividend per share (cents) 126 	 93 	 59

Dividend payout ratio (%) Before Significant Items 60.2 	 59.7 	 58.5

Share closing price ($) 38.11 	 39.19 	 20.10

5-year rolling TSR (%) 26.6 	 29.4 	 19.8

STI awards paid/payable to executives as % of NPAT 0.31 	 0.50 	 0.13

LTI awards paid/payable to executives as % of NPAT(1) 0.47 	 0.75 	 -

(1)  	This reflects the value of long-term incentive awards made to the executives under the EIP only. Prior to 2005, long-term incentives involved the provision of 
an interest-free limited-recourse loan to the executives under the WESP with the value of the loan allocated being based on an executive’s role and expressed 
as a percentage of FAR. It is therefore not possible to express the LTIs awarded prior to 2005 as a percentage of Net Profit after Tax (NPAT).
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26.		Key Management Personnel Compensation (continued)

(e)	 Executive Directors

	 At the date of this report the Chief Executive Officer (CEO), Mr Donald Voelte, is the only Executive Director on the Board.

	 CEO Employment contract

	 Mr Voelte was appointed as Woodside’s CEO with effect from 5 April 2004.  Mr Voelte’s employment contract with 
Woodside Petroleum Ltd. was originally for a fixed term of 4 years and 360 days.  On 18 July 2006, Mr Voelte’s 
employment contract was converted from a fixed term contract to a contract without a fixed term.

	 Under his employment contract, Mr Voelte receives an annual salary, participates in the EIP (subject to the matters 
described in more detail below) and receives the superannuation, health insurance and other benefits available to Woodside 
executives.

	 CEO Remuneration

	 The remuneration provisions of Mr Voelte’s employment contract as it applied for 2006 provided for:

	 •	 A FAR of $2,100,000 p.a. (subject to annual review in accordance with his employment contract).

	 •	 A VAR of 125% of FAR under the EIP, which will be adjusted depending on Woodside’s company performance with 	
	 reference to Woodside EVA, the CEO’s individual performance and board discretion. The VAR allocation includes a:

•	 short-term incentive component: 40% of the VAR will be paid in cash with Mr Voelte’s salary in the April following 
the allocation of a VAR; and

 •	 long-term incentive component: 60% of the VAR will be allocated as VPRs.

	 •	 Discretion exercised by the Board.

	 For further details on the EIP see the section above on ‘Variable Annual Reward’.

	 Other benefits

	 Mr Voelte’s employment in Australia may have adverse tax consequences for Mr Voelte and his wife in respect of his non-
Australian income. Woodside has agreed to a limited ‘taxation equalisation’ provision to compensate for this. Mr Voelte and 
his wife may claim reimbursement of tax paid or payable to the Australian Taxation Office for income or gain in relation to 
certain disclosed investments in the USA to a maximum of US$500,000 over the term of Mr Voelte’s employment.

	 Termination

	 Mr Voelte’s employment contract may be terminated by:

•	 Mr Voelte, at any time during the term of the agreement on giving six months’ notice;

•	 Woodside, immediately in the event of serious misconduct or in other nominated circumstances;

•	 Woodside, at any time, giving payment of 12 months FAR; and

•	 Mr Voelte’s death.

	 On termination of the employment contract for any of the reasons outlined above, Mr Voelte (or his estate in the event of 
his death) will be entitled to:

•	 payment or award of any FAR calculated up to the termination date;

•	 any annual leave entitlement accrued as at the termination date; and

•	 any payment or award under the EIP or the 2004 long-term incentive calculated to the termination date (other than 
where his employment contract is summarily terminated).

	 If Mr Voelte resigns, Woodside may terminate Mr Voelte’s employment before the notice period has expired and pay him an 
amount equal to a proportion of the FAR, at the time at which notice is given, which corresponds to the remainder of the 
notice period which was not worked by Mr Voelte.

	 If Woodside terminates Mr Voelte’s employment (other than on certain stipulated grounds such as misconduct), Mr Voelte 
will also be entitled to a termination payment equivalent to 12 months of his FAR, as at the termination date. This payment 
is subject to statutory and regulatory restrictions.

	 Mr Voelte is restrained from certain activities for specified periods after termination of his employment in order to protect 
Woodside’s interests.  Mr Voelte’s employment contract also contains provisions for the protection of Woodside’s interests 
in areas such as confidential information, intellectual property and moral rights.	
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26.		Key Management Personnel Compensation (continued)

(f)	 Key Management Personnel

	 Contracts for Key Management Personnel

	 This section contains information relating to the Key Management Personnel.  	

	 A summary of the contractual provisions for the Key Management Personnel (other than the Directors) is set out in the 
following table.

Name and job title Employing company Contract duration Notice period 
company (1)

Notice period 
employee

M Chatterji,  
Chief Financial Officer

Woodside Energy Ltd. Unlimited 12 months 6 months

R Cole,  
General Counsel

Woodside Energy Ltd. Unlimited 12 months 6 months

A J Kantsler,  
Director  
Exploration & New Ventures

Woodside Energy Ltd. Unlimited 12 months 6 months

P Moore, 
Director 
Development

Woodside Energy Ltd. Unlimited 12 months 6 months

K W Spence,
Director 
Enterprise Capability

Woodside Energy Ltd. Unlimited 12 months 6 months

R A Carroll(2), 
Chief Financial Officer

Woodside Energy Ltd. Unlimited 12 months 6 months

(1)	 Termination Provisions - Woodside may choose to terminate the contract immediately by making a payment equal to the ‘Company Notice Period’ of FAR in 
lieu of notice.

(2)	 Resigned 31/10/2006.
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26.		Key Management Personnel Compensation (continued)

	 Key Management Personnel Remuneration

	 Executive remuneration 

	 The ‘not at risk’ and ‘at risk’ remuneration elements that apply to the executives are set out on page 50.

	 Executive Variable Annual Reward Allocations 

	 The VAR allocation is a percentage of the relevant executive’s FAR and is uncapped and adjusted depending on Woodside’s 
performance with reference to Woodside EVA result, the executive’s individual performance and Board discretion.  An 
executive’s VAR allocation is either 50% or 75% of their FAR depending on their role and consists of: 

•	 40% short term incentive opportunity.  The executive STI payments for both 2005 and 2006 performance years have 
been approved by the Board and are detailed in the table on page 58.

•	 60% long term incentive opportunity in the form of VPRs.  The executive LTI allocations for both the 2005 and 2006 
performance years have been approved by the Board and are detailed in the table on page 55. 

	 The ‘fair value’ of the VPR allocations for 2005 and the estimated ‘fair value’ for the 2006 VPR allocations have been 
determined using a Binomial Model.

	 For further details on the EIP see the section above on ‘Variable Annual Reward’.

	 Set out on page 55 is a table summarising the executives’ interests in long term incentives during 2006. 
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26.		Key Management Personnel Compensation (continued)

Variable pay rights granted to disclosed executives

LTI – Time tested(1)

Name Grant date Expiry date(1) Awarded Fair value of VPR for  
performance year

2006 2005

D Voelte March 2006 13/03/2009 12,827 22.80
March 2007(6) 14/03/2010 19,486 37.30

Total 32,313

M Chatterji March 2006 13/03/2009 3,429 22.80
March 2007 14/03/2010 5,343 37.30

Total 8,772

R Cole March 2006 13/03/2009 - 22.80
March 2007 14/03/2010 1,327 37.30

Total 1,327

P Moore March 2006 13/03/2009 2,186 22.80
March 2007 14/03/2010 2,145 37.30

Total 4,331

A J Kantsler March 2006 13/03/2009 3,278 22.80
March 2007 14/03/2010 1,598 37.30

Total 4,876

K W Spence March 2006 13/03/2009 3,309 22.80
March 2007 14/03/2010 1,947 37.30

Total 5,256

R A Carroll(2) March 2006 13/03/2009 2,539 22.80
March 2007 14/03/2010 845 37.30

Total 3,384

D Clegg(3) March 2006 13/03/2009 1,465 22.80
March 2007 14/03/2010 549 37.30

Total 2,014

LTI – TSR tested(4)

D Voelte March 2006(5) 13/03/2011 50,464 14.25
March 2007(6) 14/03/2012 38,972 22.30

Total 89,436

M Chatterji March 2006 13/03/2011 6,859 14.25
March 2007 14/03/2012 10,685 22.30

Total 17,544

R Cole March 2006 13/03/2011 - 14.25
March 2007 14/03/2012 2,655 22.30

Total 2,655

P Moore March 2006 13/03/2011 4,372 14.25
March 2007 14/03/2012 4,290 22.30

Total 8,662

A J Kantsler March 2006 13/03/2011 6,554 14.25
March 2007 14/03/2012 3,196 22.30

Total 9,750

K W Spence March 2006 13/03/2011 6,618 14.25
March 2007 14/03/2012 3,893 22.30

Total 10,511

R A Carroll(2) March 2006 13/03/2011 5,079 14.25
March 2007 14/03/2012 1,690 22.30

Total 6,769

D Clegg(3) March 2006 13/03/2011 2,931 14.25
March 2007 14/03/2012 1,099 22.30

Total 4,030

(1) Expiry date and exercise date are the same. 
(2) Resigned 31/10/2006.
(3) Resigned 23/09/2006.
(4) Exercise date is from 13/03/2009 to 13/03/2011 in respect of March 2006 grants and from 14/03/2010 to 14/03/2012 in respect of March 2007 grants.
(5) Incorporates the additional TSR tested VPR award of $1,000,000 in respect of the 2005 performance year.
(6) Incorporates the additional allocation of $900,000 awarded in the form of a VPR for the 2006 performance year.

As at 31 December 2006 no VPRs had vested.  For the disclosed executives no variable pay rights lapsed.

Shares for the March 2006 grant are held in trust and the Executive’s do not have any beneficial rights to their shares until approval is given by the Board.

The VPR for March 2007 grant has been calculated using a share price of $36.95 (closing 07/02/2007 price).  The actual grant price will be determined using a 
weighted average up to 14/03/2007, which will be restated in the 2007 Full Financial Report.
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26.		Key Management Personnel Compensation (continued)

(g)	 Non-executive Directors

	 Remuneration policy

	 The Board recognises that, in order to achieve Woodside’s financial and operating objectives, Woodside must be able to 
attract, retain and motivate talented non-executive Directors. 

	 Woodside’s non-executive Directors remuneration policy aims to reward non-executive Directors fairly and responsibly 
having regard to:

	 •	 the level of fees paid to Directors relative to other major Australian companies;

	 •	 the size and complexity of Woodside’s operations; and

	 •	 the responsibilities and work requirements of individual Board members.

	 Fees paid to non-executive Directors of Woodside are recommended by the Human Resources & Compensation 
Committee based on advice from external remuneration consultants and determined by the Board, subject to the 
aggregate limit of $2,300,000 approved by shareholders at the 2004 Annual General Meeting.

	 Remuneration payable

	 Non-executive Director remuneration consists only of base fees and committee fees.  Non-executive Directors are not 
entitled to incentive rewards for annual results or otherwise according to Woodside’s performance.

	 Board fees are not paid to executive Directors as the time spent on Board work and the responsibilities of Board 
membership are considered in determining the remuneration package provided as part of their normal employment 
conditions.
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Position Annual fee

Chairman of the Board (inclusive of all committee work) $485,000 ($409,349 to 30 September 2006)

Non-executive Directors other than the Chairman $130,000 ($124,845 to 30 April 2006)

Chairman of the Audit & Risk Committee $31,500

Chairman of a Board Committee other than the Audit & Risk Committee $21,000

Members of a Board Committee other than the Chairman of that Committee $14,000

	 In addition to these fees, non-executive Directors are entitled to:

•	 either a contribution to superannuation or an allowance equivalent to the Superannuation Guarantee Levy (currently 
9%), dependent on their personal circumstances and based on Board and Committee fees; and

•	 all reasonable travel, accommodation and other expenses incurred in attending meetings of the Board, Committees or 
shareholder meetings or while engaged on Woodside business.

	 There is no provision for compensation payable on early termination of their directorship for any non-executive Directors.

	 Equity participation

	 Under the terms of the Non-Executive Directors’ Share Plan (‘NEDSP’), non-executive Directors may elect to sacrifice 
a percentage of their remuneration to be applied to the purchase of shares of the Company. These shares are acquired 
by on-market purchase. Participation in the NEDSP is voluntary and therefore the shares are not subject to performance 
conditions.

26.		Key Management Personnel Compensation (continued)

(g)	 Non-executive Directors (continued)
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26.		Key Management Personnel Compensation (continued)

(h)	 Remuneration of Key Management Personnel of the Woodside Group

Short–term Post employment Equity

Cash salary & fees Cash bonuses Non monetary Pension super Options and rights
Executives Year(6) Salaries, fees and 

allowances(1)
Short-term 

incentive bonus(2)
Benefits & 

allowances(3)
Company 

contributions to 
superannuation

Share plan(4) Termination /sign 
on benefits(5)

Total  
remuneration

 Performance 
related

$ $ $ $ $ $ $ %

D Voelte, 
Executive Director

2006 	 1,876,525 1,440,000 44,718 	 12,413 519,510 - 3,893,166 50

2005 	 1,495,703 1,034,000 57,039 	 11,862 192,960 - 2,791,564 44

M Chatterji,  
Chief Financial Officer

2006 	 465,162 394,821 101,784 	 81,679 125,367 - 1,168,813 45

2005 	 351,367 276,457 53,464 	 62,526 35,833 - 779,647 40

R Cole,  
General Counsel

2006 	 274,726 98,091 5,853 	 48,265 22,244 - 449,179 27

2005 	 - - - 	 - - - - -

A J Kantsler,
Director Exploration & New 
Ventures

2006 	 555,368 200,701 13,372 	 97,970 61,022 - 928,433 28

2005 	 420,899 353,312 38,324 	 78,340 34,243 - 925,118 42

P Moore,  
Director, Development

2006 	 400,657 158,527 8,502 	 70,842 58,792 100,000 797,320 27

2005 	 90,195 176,241 1,542 	 12,958 22,842 150,000 453,778 44

K W Spence,
Director, Enterprise Capability

2006 	 629,494 161,183 12,324 	 77,162 67,199 - 947,362 24

2005 	 598,926 406,423 39,072 	 135,070 34,577 - 1,214,068 36

D G P Parkinson, 
Director Development(7, 8)

2006 	 629,400 - 345,001 	 - - - 974,401 -

2005 	 855,257 223,787 82,008 	 165,090 - - 1,326,142 17

R A Carroll
Chief Financial Officer(9)

2006 	 483,696 62,458 6,689 	 56,400 40,697 715,162 1,365,102 8

2005 	 451,575 204,726 5,532 	 36,052 26,533 341,343 1,065,761 22

D P Clegg, Acting Director,
North West Shelf Ventures(7, 10)

2006 	 271,384 40,644 5,831 	 47,471 24,528 458,149 848,007 8

2005 	 398,421 178,762 7,061 	 62,526 15,311 - 662,081 29

TOTAL 2006 	 5,586,412 2,556,425 544,074 	 492,202 919,359 1,273,311 11,371,783

2005 	 4,662,343 2,853,708 284,042 	 564,424 362,299 491,343 9,218,159

(1)	 Mr Voelte elected to be paid his balance of superannuation benefits as a superannuation-in-lieu allowance.  The amount is included in 
salaries, fees and allowances.

(2)	 The amount represents the Short Term Incentive earned in the respective year, which is actually paid in the following year.
(3)	 Reflects the value of allowances and benefits including but not limited to travel, motor vehicle and health insurance.
(4)	 In accordance with the requirements of AASB 124 Related Party Disclosures, the fair value of rights as at their date of grant has 

been determined by applying the binomial valuation method.  The fair value of rights is amortised over the vesting period, such that 
‘Total remuneration’ includes a proportion of the fair value of unvested equity compensation during the year.  The amount included as 
remuneration is not related to or indicative of the benefit (if any) that individual executives may ultimately realise should these equity 
instruments vest.

(5)	 The amount for Mr Carroll and Mr Clegg in 2006 represent termination benefits paid.
(6)	 The 2005 executive and senior staff compensation pool was allocated to specific executives and senior 

staff in March 2006 after the issue of the 2005 Financial Report.  2005 comparitives have been updated 
to reflect actual allocations.

(7)	 Included as part of the top five most highly remunerated executives.
(8)	 Departed 31/12/2006.
(9)	 Resigned 31/10/2006.
(10)	 Resigned 23/09/2006.
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Short–term Post employment Equity

Cash salary & fees Cash bonuses Non monetary Pension super Options and rights
Executives Year(6) Salaries, fees and 

allowances(1)
Short-term 

incentive bonus(2)
Benefits & 

allowances(3)
Company 

contributions to 
superannuation

Share plan(4) Termination /sign 
on benefits(5)

Total  
remuneration

 Performance 
related

$ $ $ $ $ $ $ %

D Voelte, 
Executive Director

2006 	 1,876,525 1,440,000 44,718 	 12,413 519,510 - 3,893,166 50

2005 	 1,495,703 1,034,000 57,039 	 11,862 192,960 - 2,791,564 44

M Chatterji,  
Chief Financial Officer

2006 	 465,162 394,821 101,784 	 81,679 125,367 - 1,168,813 45

2005 	 351,367 276,457 53,464 	 62,526 35,833 - 779,647 40

R Cole,  
General Counsel

2006 	 274,726 98,091 5,853 	 48,265 22,244 - 449,179 27

2005 	 - - - 	 - - - - -

A J Kantsler,
Director Exploration & New 
Ventures

2006 	 555,368 200,701 13,372 	 97,970 61,022 - 928,433 28

2005 	 420,899 353,312 38,324 	 78,340 34,243 - 925,118 42

P Moore,  
Director, Development

2006 	 400,657 158,527 8,502 	 70,842 58,792 100,000 797,320 27

2005 	 90,195 176,241 1,542 	 12,958 22,842 150,000 453,778 44

K W Spence,
Director, Enterprise Capability

2006 	 629,494 161,183 12,324 	 77,162 67,199 - 947,362 24

2005 	 598,926 406,423 39,072 	 135,070 34,577 - 1,214,068 36

D G P Parkinson, 
Director Development(7, 8)

2006 	 629,400 - 345,001 	 - - - 974,401 -

2005 	 855,257 223,787 82,008 	 165,090 - - 1,326,142 17

R A Carroll
Chief Financial Officer(9)

2006 	 483,696 62,458 6,689 	 56,400 40,697 715,162 1,365,102 8

2005 	 451,575 204,726 5,532 	 36,052 26,533 341,343 1,065,761 22

D P Clegg, Acting Director,
North West Shelf Ventures(7, 10)

2006 	 271,384 40,644 5,831 	 47,471 24,528 458,149 848,007 8

2005 	 398,421 178,762 7,061 	 62,526 15,311 - 662,081 29

TOTAL 2006 	 5,586,412 2,556,425 544,074 	 492,202 919,359 1,273,311 11,371,783

2005 	 4,662,343 2,853,708 284,042 	 564,424 362,299 491,343 9,218,159

(1)	 Mr Voelte elected to be paid his balance of superannuation benefits as a superannuation-in-lieu allowance.  The amount is included in 
salaries, fees and allowances.

(2)	 The amount represents the Short Term Incentive earned in the respective year, which is actually paid in the following year.
(3)	 Reflects the value of allowances and benefits including but not limited to travel, motor vehicle and health insurance.
(4)	 In accordance with the requirements of AASB 124 Related Party Disclosures, the fair value of rights as at their date of grant has 

been determined by applying the binomial valuation method.  The fair value of rights is amortised over the vesting period, such that 
‘Total remuneration’ includes a proportion of the fair value of unvested equity compensation during the year.  The amount included as 
remuneration is not related to or indicative of the benefit (if any) that individual executives may ultimately realise should these equity 
instruments vest.

(5)	 The amount for Mr Carroll and Mr Clegg in 2006 represent termination benefits paid.
(6)	 The 2005 executive and senior staff compensation pool was allocated to specific executives and senior 

staff in March 2006 after the issue of the 2005 Financial Report.  2005 comparitives have been updated 
to reflect actual allocations.

(7)	 Included as part of the top five most highly remunerated executives.
(8)	 Departed 31/12/2006.
(9)	 Resigned 31/10/2006.
(10)	 Resigned 23/09/2006.
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Short – term Post employment

Cash Salary & fees
Cash 

bonuses
Non 

monetary
Pension  
super

Prescribed 
benefits

Non-Executive 
Directors

Year Salaries, fees & 
allowances

NEDSP(1) Short-term 
incentive / 

bonus 

Benefits & 
allowances

Company 
contributions to 
superannuation 

Directors 
retiring 

allowance 

Total

$ $ $ $ $ $ $

C B Goode 2006 	 73,179 	 355,083 	 - 	 - 	 38,544 	 	 466,806

2005 	 68,076 	 341,273 	 - 	 - 	 36,841 	 - 	 446,190

R E S Argyle 2006 	 45,386 	 - 	 - 	 - 	 4,085 	 364,349 	 413,820

2005 	 152,057 	 4,950 	 - 	 - 	 14,131 	 - 	 171,138

J R Broadbent 2006 	 122,783 	 40,928 	 - 	 - 	 14,734 	 - 	 178,445

2005 	 108,436 	 43,691 	 - 	 - 	 13,691 	 - 	 165,818

A T Calvert 2006 	 136,252 	 40,053 	 - 	 - 	 - 	 - 	 176,305

2005 	 42,797 	 12,737 	 - 	 - 	 - 	 - 	 55,534

M A Chaney 2006 	 160,642 	 - 	 - 	 - 	 - 	 - 	 160,642

2005 	 13,962 	 - 	 - 	 - 	 - 	 - 	 13,962

P J M H Jungels 2006 	 194,000 	 21,556 	 - 	 - 	 - 	 - 	 215,556

2005 	 170,180 	 23,916 	 - 	 - 	 - 	 - 	 194,096

E Fraunschiel 2006 	 184,625 	 - 	 - 	 - 	 5,265 	 - 	 189,890

2005 	 164,462 	 - 	 - 	 - 	 - 	 - 	 164,462

A Jamieson(2) 2006 	 140,295 	 - 	 - 	 - 	 - 	 - 	 140,295

2005 	 116,775 	 - 	 - 	 - 	 - 	 - 	 116,775

D I McEvoy 2006 	 156,711 	 - 	 - 	 - 	 14,104 	 - 	 170,815

2005 	 50,948 	 - 	 - 	 - 	 4,585 	 - 	 55,533

R R Caplan(2) 2006 	 149,439 	 149,439

2005 	 - 	 - 	 - 	 - 	 - 	 - 	 -

P M Van Rossum 2006 	 18,831 	 - 	 - 	 - 	 - 	 - 	 18,831

2005 	 148,248 	 - 	 - 	 - 	 - 	 - 	 148,248

J Stausholm(2) 2006 	 83,210 	 - 	 - 	 - 	 - 	 - 	 83,210

2005 	 - 	 - 	 - 	 - 	 - 	 - 	 -

T N Warren(2) 2006 	 20,730 	 - 	 - 	 - 	 - 	 - 	 20,730

2005 	 163,508 	 - 	 - 	 - 	 - 	 - 	 163,508

Total 2006 	 1,486,083 	 457,620 	 - 	 - 	 76,732 	 364,349 	 2,384,784

2005 	 1,199,449 	 426,567 	 - 	 - 	 69,248 	 - 	 1,695,264

(1) Relates to participation in the Non-Executive Directors’ Share Plan.

(2) Board fees for Directors nominated by Shell are paid directly to their employing company, not to the individuals.

26.		Key Management Personnel Compensation (continued)

(h)	 Remuneration of Key Management Personnel of the Woodside Group (continued)



		 61Woodside Petroleum Ltd. and its Controlled Entities    Full Financial Report 2006

NOTES TO AND FORMING PART OF THE FULL FINANCIAL REPORT
For the year ended 31 December 2006

26.		Key Management Personnel Compensation (continued)

(i)	 Key Management Personnel Shareholdings

	 Details of shares held by Key Management Personnel including their personally related entities for the financial period 
are as follows:

2005 2006

Opening 
holding(1)

NEDSP(2) WESP(3) Acquired/
(disposal)

Closing 
holding

Opening 
holding(1)

NEDSP(2) WESP(3) Acquired/
(disposal)

Closing 
holding

Executive Director 

D Voelte(4) - - - 	 69,404 69,404 69,404 - - - 69,404

Key Management Personnel

M Chatterji - - - - - 20 20

A J Kantsler(5) 173,808 - (49,363) - 124,445 124,445 - (122) 20 124,343

P Moore - - - - - - - - - -

K W Spence(5) 242,043 - (83,610) - 158,433 158,433 - (133,733) - 24,700

R A Carroll - - - - - - - - - -

D P Clegg(5) 108,961 - (54,120) - 54,841 54,841 - (54,841) - -

Non-Executive Directors

C B Goode 181,459 14,902 - 	 20,000 216,361 216,361 8,485 - 35,000 259,846

R E S Argyle 18,961 679 - 	 - 19,640 19,640 - - - 19,640

J R Broadbent 43,918 2,439 - 	 - 46,357 46,357 998 - - 47,355

A T Calvert - 262 - 	 - 262 262 974 - - 1,236

M A Chaney 20,000 - - 	 - 20,000 20,000 - - - 20,000

J Stausholm - - - 	 - - - - - - -

E Fraunschiel 32,702 - - 20,000 52,702 52,702 - - - 52,702

A Jamieson 3,000 - - 	 - 3,000 3,000 - - - 3,000

P H Jungels 5,915 1,452 - 	 - 7,367 7,367 526 - - 7,893

D I McEvoy - - - 	 2,500 2,500 2,500 - - - 2,500

R Caplan - - - - - - - - - -

P M van Rossum - - - 	 - - - - - - -

T N Warren - - - 	 - - - - - - -

(1)	 Opening holding represents amounts carried forward in respect of Key Management Personnel (KMP) or amounts held by KMP who commenced during 
the period.

(2)	 Relates to participation in the Non-Executive Directors’ Share Plan.
(3)	 Represents the number of shares redeemed under the Woodside Employee Share Plan.
(4)	 These are deferred shares held in trust issued based on the achievement of 2004 performance conditions. Mr Voelte may not deal with or dispose any of 

the shares acquired and held in trust for him until the earlier of: the end of a period of 10 years commencing on the grant date; the time when Mr Voelte 
ceases to be employed by Woodside; or the time when any person acquires a relevant interest in 50.1% of Woodside’s issued share capital.

(5)	 WESP shares disposed by KMP had the following exercise prices, AJ Kantsler nil (2005 $13.35); KW Spence $13.72 (2005 $7.86); DP Clegg $16.57 (2005 
$13.15). All shares held by these executives are WESP shares.
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27.		 Events after the Balance Sheet Date

(a) 	 Dividends

	 Since the reporting date, the Directors have declared a fully franked dividend of 77 cents (2005: 58 cents), payable in 
March 2007. The amount of this dividend will be $513.3 million (2005: $386.7 million). No provision has been made for this 
dividend in the financial report as the dividend was not declared or determined by the Directors on or before the end of the 
financial year.

(b)	 Sale of interests in Legendre

	 On 2 February 2007 Woodside Energy Ltd. entered into a Sale & Purchase Agreement with Apache Northwest Pty. Ltd. 
whereby Woodside agreed to sell its interests in the Legendre oil field and adjacent exploration permits offshore Western 
Australia for US$65 million.  The sale is subject to the consent of joint venture participants and registration and approval by 
Australian regulatory authorities.  Woodside will act as interim Operator until such time as Apache receives all necessary 
Operator-related government approvals.

(c) Drilling rig contract

	 On 6 February 2007 Woodside Energy Ltd. entered into a three year US$447 million drilling rig contract commencing in 
2009. 

28.		 Related Party Disclosure

(a)	 Entities with significant influence over the entity 

	 Shell Energy Holdings Australia Ltd. is deemed a related party through its 34.27% (2005: 34.27%) interest of 228,456,275 
ordinary shares (2005: 228,456,275 ordinary shares) in the shareholding of Woodside.  Shell Energy Holdings Australia Ltd. 
is a member of the Royal Dutch Shell Group.

	 During the year petroleum products with a total value of $46,608,000 (2005: $21,720,000) were purchased from Shell 
Company of Australia by the Group in its own right or as operator of various joint ventures.  These transactions were on 
normal commercial terms and conditions.  At year end the liability outstanding to Shell in relation to these purchases was 
$30,208 (2005: $1,174,000).

	 Companies within the Royal Dutch Shell Group provide the Group with various technical services, technology, research and 
information networks and secondment of management and technical staff on normal commercial terms and conditions.  
The cost of these various services to the Group was $38,362,000 (2005: $16,840,000).  At year end the liability outstanding 
to Shell in relation to these services was $1,344,371 (2005: $119,242).

	 The Group sold $435,307,000 (2005: $184,271,000) of oil and gas products to members of the Royal Dutch Shell Group 
on normal commercial terms and conditions.  At year end the trade receivable outstanding in relation to these sales was 
$39,131,000 (2005: $nil).

	 The Group acquired permit interests from a subsidiary of Shell during 2005 for a payment of $123,413,000.

	 Shell and Woodside have common interests in joint ventures (refer Note 31).

(b)	 Transactions with related parties in the wholly owned group

	 Dividends, interest received/receivable and diminution in value of investments in subsidiaries are as per Note 3.  Current 
amounts receivable from controlled entities in Note 7 are inter-company current balances that attract interest at commercial 
rates.  Non-current amounts owing by controlled entities in Note 7 are long term interest-free inter-company advances.  
Non-current amounts payable to controlled entities in Note 13 are long-term interest-free inter-company advances. Refer to 
Note 33 for a description of the relationship between the parent company and its controlled entities.

(c)	 Transactions with associates

	 On 14 February 2006, Woodside disposed its 33.3% ownership interest in HR Connect Pty. Ltd., as a result, HR Connect 
Pty. Ltd. is no longer an associate of Woodside.  Recruitment services provided to Woodside under normal terms and 
conditions by HR Connect during the period it was an associate totalled $1,081,000 (2005: $22,730,000).
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Consolidated Parent

2006

$000

2005

$000

2006

$000

2005

$000

Amounts received or due and receivable by the auditors 
of the company for:

Auditing and review of financial reports
Ernst & Young (Australia) 	 978 	 1,228 	 - 	 -
Overseas Ernst & Young firms 	 335 	 290 	 - 	 -

	 1,313 	 1,518 	 - 	 -

Non Audit Services

Ernst & Young (Australia)
	 International Accounting Standards assurance 	 - 	 304 	 - 	 -
	 Other assurance/advisory services 	 185 	 288 	 - 	 -
	 Other accounting services 	 176 	 172 	 - 	 -

	 361 	 764 	 - 	 -

30.		Auditor Remuneration

29.		Contingent Liabilities 

 
 

(1)	 Contingent liabilities relate predominately to actual or potential litigation of the Group for which amounts are 
reasonably estimable but the liability is not probable and therefore the Group has not provided for such amounts in 
these financial statements. Additionally, there are a number of other claims and possible claims, indeterminable in 
amount, that have arisen in the course of business against entities in the Group. Based on legal advice obtained, the 
Group believes that any resultant liability will not materially affect the financial position of the Group, and therefore no 
amounts have been included in the table above.

(2)	 Guarantees:

•	 Woodside Petroleum Ltd. and Woodside Energy Ltd. are parties of a deed of cross guarantee (refer Note 33(b)).

•	 Woodside Petroleum Ltd. has guaranteed the discharge by Woodside Finance Ltd. of its financial obligations under 
debt facilities mentioned in Note 22(b). 

•	 The Group has issued guarantees relating to workers compensation liabilities.

Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

Contingent liabilities at balance date

Not otherwise provided for in the financial report
Contingent liabilities arising from subsidiaries(1) 	 21.5 	 23.2 	 - 	 -
Guarantees(2) 	 2.5 	 1.6 	 1,820.3 	 1,127.5

	 24.0 	 24.8 	 1,802.3 	 1,127.5
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31.		Joint Ventures

(a)	 Joint Venture Interests

	 The Group has the following interests in joint venture assets as at 31 December 2006. Exploration, development and 
production of hydrocarbons are the principal activities performed across joint assets. Related party interests are indicated 
where applicable, refer Note 28(a).

Joint Assets Group interest % Related Party interest %

Australasia

Producing & Developing Assets
	 North West Shelf Joint Ventures 12.5 - 50.0 8.3-16.7
	 Enfield and Vincent 60.0 -
	 Laminaria-Corallina 59.9-66.7 -
	 Legendre 45.9 -
	 Mutineer-Exeter 8.2 -
	 Stybarrow 50.0 -
	 Otway 51.6 -

Exploration & Evaluation Assets
	 Browse Basin 25.0-50.0 8.3-15.0
	 Carnarvon Basin 8.2-60.0 0.0-15.8
	 Bonaparte Basin 26.7-66.7 25.0-33.3
	 Great Australian Bight 90.0 -
	 Victoria 51.6-62.5 -
	 Papua New Guinea 40.5 -

Middle East & Africa

Producing Assets
	 Chinguetti 47.4 -
	 Ohanet 15.0 -

Exploration & Evaluation Assets
	 Algeria 26.3-37.5 -
	 Canary Islands 30.0 -
	 Kenya 30.0 -
	 Libya 45.0-55.0 -
	 Mauritania 15.0-75.0 -
	 Sierra Leone 50.0 -

  

The Americas

Producing & Developing Assets
	 Gulf of Mexico 10.0–66.7 -

Exploration & Evaluation Assets
	 Gulf of Mexico 2.8-75.0 -
	 Texas 40.0 -
	 Brazil 25.0 -
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31.		Joint Venture (continued)

(b)	 The aggregate of the Group’s interest in the assets in all joint venture operations is:

Consolidated Parent

2006

$m

2005

$m

2006

$m

2005

$m

Current assets

Receivables 	 142.1 	 56.3 	 - 	 -
Inventories and other 	 61.6 	 56.3 	 - 	 -
Financial and other assets 	 73.1 	 - 	 - 	 -

	 276.8 	 112.6 	 - 	 -

Non-current assets

Exploration and evaluation assets 	 577.0 	 537.8 	 - 	 -
Oil and gas properties 	 5,925.0 	 4,858.0 	 - 	 -
Inventories 	 5.1 	 10.6 	 - 	 -

	 6,507.1 	 5,406.4 	 - 	 -

	 6,783.9 	 5,519.0 	 - 	 -

(c)	 The aggregate of the Group’s commitments through joint venture operations is:

Operating lease 	 919.2 	 190.3 	 - 	 -
Capital 	 830.4 	 1,053.4 	 - 	 -
Exploration and other commitments 	 360.1 	 397.6 	 - 	 -

	 2,109.7 	 1,641.3 	 - 	 -
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32.		Associated Entities

Name of entity Principal activities
Group interest %
2006 2005

Ceramic Fuel Cells Ltd.(1) Fuel cell research and development 12.4 34.7
HR Connect Pty. Ltd.(2) Recruitment and personnel agency - 33.3
Australian Technical College Pilbara Limited(3) Provision of academic and technical training in local 

communities
- -

All associates are incorporated in Australia.

(1)	 Ceramic Fuel Cells Ltd. is no longer considered an associate due to a reduction in ownership interest in 2006.  The published fair value of Woodside’s 
investments in Ceramic Fuel Cells Ltd. at 31 December 2006 is $45,517,500 (2005: $18,346,000).

(2)	 On 14 February 2006, Woodside disposed its 33.3% ownership interest in HR Connect Pty. Ltd., as a result, HR Connect Pty. Ltd. is no longer an associate of 
Woodside.

(3)	 Australian Technical College Pilbara Limited was incorporated on 6 December 2006 and is limited by guarantee to a maximum amount of $1.  Woodside is one 
of four members of the company, of which significant influence is present.

These entities exist as integrated components of the overall North West Shelf Joint Ventures structure and are held 
proportionately with the other venturers.  There have been no changes to the investment in these entities in the period. 

All relevant commitments arising through these entities are included in Note 24.

(d)	 Details regarding joint venture entities are as follows:

Entity Principal activity Country of 
incorporation

Group interest %
2006 2005

North West Shelf Gas Pty. Ltd. Marketing services for venturers in the 
sale of gas to the domestic market. Australia 16.67 16.67

North West Shelf Liaison 
Company Pty. Ltd.

Liaison for venturers in the sale of LNG 
to the Japanese market. Australia 16.67 16.67

North West Shelf Australia 
LNG Pty. Ltd.

Marketing services for venturers in the 
sale of LNG to international markets. Australia 16.67 16.67

International Gas Transportation 
Company Limited LNG vessel fleet management. Bermuda 16.67 16.67

North West Shelf Shipping 
Service Company Pty. Ltd. LNG vessel fleet advisor. Australia 16.67 16.67

31.		Joint Venture (continued)



		 67Woodside Petroleum Ltd. and its Controlled Entities    Full Financial Report 2006

NOTES TO AND FORMING PART OF THE FULL FINANCIAL REPORT
For the year ended 31 December 2006

33.		Interests in Subsidiaries 

(a)	 100% owned subsidiaries

Name of entity Notes Country of incorporation Functional currency

Parent entity

Woodside Petroleum Ltd. (1,2) Australia Australian Dollars

Subsidiaries

Woodside Energy Ltd. (2) Australia Australian Dollars

	 Woodside Energy Holdings Pty. Ltd. (2) Australia Australian Dollars
		  Woodside Energy Holdings (USA) Inc. USA US Dollars
			   Woodside Insurance Inc. USA US Dollars
			   Woodside Energy (USA) Inc. USA US Dollars
				    Gryphon Exploration Company USA US Dollars
				    Woodside Energy (Sahara) Inc. USA US Dollars
				    Woodside Offshore LLC (3) USA US Dollars
				    ATS Inc. (3) USA US Dollars
			   Woodside Natural Gas Inc. USA US Dollars
			   ABD Inc. (3) USA US Dollars
	 Woodside Eastern Energy Pty. Ltd. (2) Australia Australian Dollars
	 Woodside Energy (Senegal) Pty. Ltd. (2) Australia Australian Dollars
	 Woodside Energy (Algeria) Pty. Ltd. (2) Australia US Dollars
	 Woodside SSW Solutions Pty. Ltd. (2) Australia Australian Dollars
	 Woodside Petroleum (NEDSP) Pty. Ltd. (2) Australia Australian Dollars
	 Woodside Technical Services Pty. Ltd.  (2) Australia Australian Dollars
	 Woodside Mauritania Pty. Ltd. (2) Australia US Dollars
	 Metasource Pty. Ltd. (2) Australia Australian Dollars
		  Woodside West Kimberley Energy Pty. Ltd. (2) Australia Australian Dollars
	 Woodside Guangdong Shipping (One) Pty. Ltd. (2) Australia Australian Dollars
	 Woodside Guangdong Shipping (Two) Pty. Ltd. (2) Australia Australian Dollars
	 Woodside Mauritania Investments Pty. Ltd. (2) Australia Australian Dollars
	 Woodside Energy Holdings (UK) Pty. Ltd. (2) Australia Australian Dollars
		  Woodside Energy (UK) Ltd. UK US Dollars
			   Woodside Energy Iberia S.A. Spain US Dollars
			   Woodside Energy (N.A.) Ltd. UK US Dollars
	 Woodside Energy (Kenya) Pty. Ltd. (2) Australia US Dollars
	 Woodside Quest Energy Pty. Ltd. (2) Australia Australian Dollars
	 WEL Mauritania B.V. Netherlands US Dollars
	 Woodside West Africa Pty. Ltd. (2) Australia US Dollars
	 Woodside Energy (Carbon Capture) Pty. Ltd. (2) Australia Australian Dollars
	 Woodside Energy (SL) Pty. Ltd. (2) Australia US Dollars
	 Woodside Energy Liaison Company (Korea) Pty. Ltd. (2) Australia US Dollars 
	 Woodside Energy Technologies Pty. Ltd. (2) Australia Australian Dollars
	 Woodside China Liaison Pty. Ltd. (2) Australia US Dollars 
	 Woodside Japan Liaison Pty. Ltd. (2) Australia US Dollars 
	 Woodside Energy (Norway) Pty. Ltd. (2) Australia US Dollars 
	 Woodside Energy (M.E.) Pty. Ltd. (2) Australia US Dollars
	 Woodside Energy Middle East and Africa Pty. Ltd. (2,3) Australia US Dollars
	 Woodside Browse Pty. Ltd. (2,3) Australia Australian Dollars
	 Woodside Burrup Pty. Ltd. (2,3) Australia Australian Dollars
		  Pluto LNG Pty. Ltd. (2,3) Australia Australian Dollars
		  Burrup Facilities Company Pty. Ltd. (2,3) Australia Australian Dollars
		  Burrup Train 1 Pty. Ltd. (2,3) Australia Australian Dollars
	 Woodside Energy Australia Asia Holdings Pte. Ltd. Singapore US Dollars
		  WelCap Insurance Pte. Ltd. Singapore US Dollars
		  Woodside Energy (Korea) Pte. Ltd. (3) Singapore US Dollars
	 Woodside Energy Holdings (South America) Pty. Ltd. (2,3) Australia Australian Dollars
		  Woodside Energia (Brasil) Investimento em Exploração de Petróleo Ltda. (3) Brazil US Dollars
Woodside Finance Ltd. (2) Australia Australian Dollars
Woodside Holdings Pty. Ltd. (2) Australia Australian Dollars
Woodside Petroleum Holdings Pty. Ltd. (2) Australia Australian Dollars
Woodside Petroleum (Timor Sea 1) Pty. Ltd. (2) Australia US Dollars
Woodside Petroleum (Timor Sea 19) Pty. Ltd. (2) Australia US Dollars
Woodside Petroleum (Timor Sea 20) Pty. Ltd. (2) Australia US Dollars
Woodside Petroleum (PNG) Pty. Ltd. (2) Australia Australian Dollars
Woodside South East Asia Pty. Ltd. (2) Australia Australian Dollars
Mermaid Sound Port and Marine Services Pty. Ltd. (2) Australia Australian Dollars
Woodside Group Staff Superannuation Pty. Ltd. (2) Australia Australian Dollars
Woodside LNG Pty. Ltd. (2) Australia Australian Dollars
Woodside Petroleum (Northern Operations) Pty. Ltd. (2) Australia Australian Dollars
Woodside Petroleum (W.A. Oil) Pty. Ltd. (2) Australia Australian Dollars

Notes
(1) Woodside Petroleum Ltd. is the ultimate holding company and the head entity within the tax-consolidated group.
(2) These companies are members of the tax-consolidated group.
(3) These companies joined the Group in 2006. Woodside Petroleum (Timor Sea 7) Pty. Ltd. was voluntarily deregistered in 2006.
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Closed Group Income Statement

2006

$m

2005

$m

Profit before income tax 	 2,315.9 	 1,464.4
Income tax expense 	 (609.7) 	 (446.8)

Net profit 	 1,706.2 	 1,017.6

Retained profits at the beginning of the financial year 	 3,040.5 	 2,395.4
Adoption of new accounting standards relating to financial instruments 	 - 	 74.2
Dividends 	 (713.3) 	 (446.7)

Retained profits at the end of the financial year 	 4,033.4 	 3,040.5

33.		Interests in Subsidiaries (continued)

(b) 	Deed of Cross Guarantee & ‘Closed Group’

	 Woodside Petroleum Ltd. and Woodside Energy Ltd. are parties to a deed of cross guarantee under which each company 
guarantees the debts of the other. By entering into the deed, the entities have been granted relief from the Corporations 
Act 2001 requirements for preparation, audit and publication of accounts, pursuant to Australian Securities and Investment 
Commission (ASIC) Class Order 98/1418. The two entities represent a ‘Closed Group’ for the purposes of the Class Order.

	 The consolidated income statement and balance sheet of the members of the ‘Closed Group’ is set out below.
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33.		Interests in Subsidiaries (continued)

Closed Group Consolidated Balance Sheet

2006

$m

2005

$m

Current assets
Cash and cash equivalents 	 98.1 	 88.9
Receivables 	 2,548.7 	 1,492.7
Inventories 	 50.9 	 39.7
Financial and other assets 	 103.5 	 76.3

Total current assets 	 2,801.2 	 1,697.6

Non-current assets
Receivables 	 1,231.6 	 593.8
Inventories 	 5.1 	 5.7
Exploration and evaluation assets 	 109.2 	 261.6
Oil and gas properties 	 4,821.3 	 3,892.0
Other plant and equipment 	 106.4 	 100.9
Deferred tax assets 	 - 	 0.1
Financial and other assets 	 2,859.1 	 1,835.8

Total non-current assets 	 9,132.7 	 6,689.9

Total assets 	 11,933.9 	 8,387.5

Current liabilities
Payables 	 2,841.7 	 1,938.8
Interest-bearing liabilities 	 - 	 3.4
Income tax payable 	 196.4 	 137.6
Financial and other liabilities 	 4.1 	 8.6
Provisions 	 72.8 	 62.5

Total current liabilities 	 3,115.0 	 2,150.9

Non-current liabilities
Payables 	 924.2 	 298.8
Interest-bearing liabilities 	 1,832.8 	 1,123.4
Deferred tax liabilities 	 498.7 	 516.2
Financial and other liabilities 	 408.1 	 339.5
Provisions 	 552.2 	 341.4

Total non-current liabilities 	 4,216.0 	 2,619.3

Total liabilities 	 7,331.0 	 4,770.2

Net assets 	 4,602.9 	 3,617.3

Equity
Issued and fully paid shares 	 706.5 	 706.5
Shares reserved for employee share plans 	 (177.9) 	 (129.4)
Reserves 	 40.9 	 (0.3)
Retained earnings 	 4,033.4 	 3,040.5

Total equity 	 4,602.9 	 3,617.3
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In accordance with a resolution of directors of Woodside Petroleum Ltd., we state that - 

1.  In the opinion of the directors:

(a)	 the financial statements and notes of the Company and the Consolidated Entity for and as at the year ended 31 December 
2006 are in accordance with the Corporations Act 2001 (Corporations Act) including:

(i)	 section 296 (compliance with accounting standards) of the Corporations Act; and

(ii)	 section 297 (true and fair view) of the Corporations Act;

(b)	 there are reasonable grounds to believe that the Company will be able to pay its debts as and when they become due and 
payable; and

(c)	 as at the date of this declaration, there are reasonable grounds to believe that the members of the Closed Group identified 
in Note 33 will be able to meet any obligations or liabilities to which they are or may become subject to, by virtue of the 
deed of cross guarantee.

2.	  This declaration has been made after receiving the declarations required to be made to the directors in accordance with 
section 295A of the Corporations Act 2001 for the year ended 31 December 2006.

For and on behalf of the Board

Charles Goode AC.	
Chairman 

Don Voelte	
Chief Executive Officer

Perth
21 February 2007.

DIRECTORS’ DECLARATION
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INDEPENDENT AUDIT REPORT

Independent audit report to members of Woodside Petroleum Ltd.

Scope 
The financial report and directors’ responsibility 

The financial report comprises the balance sheet, income statement, cash flow statement, statement of changes in equity, and 
accompanying notes to the financial statements and the directors’ declaration for Woodside Petroleum Ltd. (the company) and 
the consolidated entity, for the year ended 31 December 2006.  The consolidated entity comprises both the company and the 
entities it controlled during that year.

The directors of the company are responsible for preparing a financial report that gives a true and fair view of the financial 
position and performance of the company and the consolidated entity, and that complies with Accounting Standards in 
Australia, in accordance with the Corporations Act 2001.  This includes responsibility for the maintenance of adequate 
accounting records and internal controls that are designed to prevent and detect fraud and error, and for the accounting policies 
and accounting estimates inherent in the financial report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion to the members of the company. 
Our audit was conducted in accordance with Australian Auditing Standards, in order to provide reasonable assurance as to 
whether the financial report is free of material misstatement.  The nature of an audit is influenced by factors such as the use 
of professional judgement, selective testing, the inherent limitations of internal control, and the availability of persuasive rather 
than conclusive evidence.  Therefore, an audit cannot guarantee that all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents fairly, in accordance with the 
Corporations Act 2001, including compliance with Accounting Standards in Australia, and other mandatory financial reporting 
requirements in Australia, a view which is consistent with our understanding of the company’s and the consolidated entity’s 
financial position, and of their performance as represented by the results of their operations and cash flows.

We formed our audit opinion on the basis of these procedures, which included:

•	 examining, on a test basis, information to provide evidence supporting the amounts and disclosures in the financial report; and

•	 assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of significant 
accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting when determining the nature 
and extent of our procedures, our audit was not designed to provide assurance on internal controls.

We performed procedures to assess whether the substance of business transactions was accurately reflected in the financial 
report.  These and our other procedures did not include consideration or judgement of the appropriateness or reasonableness of 
the business plans or strategies adopted by the directors and management of the company.

Independence

We are independent of the company and the consolidated entity and have met the independence requirements of Australian 
professional ethical pronouncements and the Corporations Act 2001.  We have given to the directors of the company a written 
Auditor’s Independence Declaration, signed on 21 February 2007.  In addition to our audit of the financial report, we were 
engaged to undertake the services disclosed in the notes to the financial statements.  The provision of these services has not 
impaired our independence.

Audit Opinion

In our opinion the financial report of Woodside Petroleum Ltd. is in accordance with:

(a) the Corporations Act 2001, including:

	 (i) 	 giving a true and fair view of the financial position of Woodside Petroleum Ltd. and the consolidated entity at  
	 31 December 2006 and of their performance for the year ended on that date; and

	 (ii)	 complying with Accounting Standards in Australia and the Corporations Regulations 2001; and

(b) other mandatory financial reporting requirements in Australia.

Ernst & Young G H Meyerowitz
Partner 
Perth 
21 February 2007.
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As at 15 February 2007SHAREHOLDER INFORMATION

Unmarketable Parcels

There were 297 members holding less than a marketable parcel of shares in the Company.

Number of Shareholdings

There were 119,003 shareholders. All issued shares carry voting rights on a one for one basis.

Distribution of Shareholdings

Size of shareholding Number of holders Number of shares % of issued capital

1 - 1,000 82,185 39,572,747 5.94
1,001 - 5,000 31,776 69,699,446 10.45

5,001 - 10,000 3,208 23,231,224 3.48

10,001 - 100,000 1,691 38,061,949 5.71

100,001 and over 143 496,101,301 74.42

Total 119,003 666,666,667 100.00

Shareholder Shares held % of issued capital

Shell Energy Holdings Australia Limited 228,456,275 34.27
National Nominees Limited 44,807,609 6.72
J P Morgan Nominees Australia Limited 41,796,957 6.27
Westpac Custodian Nominees Limited 39,897,033 5.98
ANZ Nominees Limited (Cash Income Account) 31,969,735 4.80
Citicorp Nominees Pty Limited 14,812,362 2.22
HSBC Custody Nominees (Australia) Limited 11,223,271 1.68
Queensland Investment Corporation (c/o National Nominees Limited) 6,647,114 1.00
ANZ Nominees Limited (Aus Cash Income Account) 5,446,873 0.82
UBS Nominees Pty Ltd (116C Account) 5,345,000 0.80
UBS Wealth Management Australia Nominees Pty Ltd 5,085,722 0.76
AMP Life Limited 4,825,980 0.72
Cogent Nominees Pty Limited 4,079,905 0.61
Citicorp Nominees Pty Limited (CFS Wsle Geared Shr Fnd Account) 3,939,736 0.59
Citicorp Nominees Pty Limited (CFS Wsle Imputation Fnd Account) 2,467,211 0.37
Australian Reward Investment Alliance (c/o J P Morgan Nominees Australia Limited) 2,426,753 0.36
Cogent Nominees Pty Limited (SMP Accounts) 2,198,098 0.33
Australian Foundation Investment Company Limited 2,170,000 0.33
RBC Dexia Investor Services Australia Nominees Pty Limited (Bkcust Acount) 1,819,335 0.27
Citicorp Nominees Pty Limited (CFS Imputation Fund Account) 1,620,002 0.24

Total 461,034,971 69.16

Substantial shareholders as disclosed in substantial shareholder notices given to the Company are as follows:

Shell Energy Holdings Australia Ltd. 228,456,275 34.27

Twenty Largest Shareholders



1.	 Safety comes first at Woodside; The North Rankin 
helipad with fire and safety crew standing by.

2.  	Acquiring subsurface data underpins our search for oil 
and gas; 3D seismic acquisition on the Western Legend.

3.	 Onshore, oil and gas fields can be identified and 
evaluated with seismic vibrator trucks; Vibroseis trucks 
in the Sahara Desert, Libya.

4.	 Offshore production of discovered oil and gas; an 
exploration rig alongside the Breton Sound platform in 
the Gulf of Mexico.

5.	 Building relationships with local communities is critical 
to the way we work; Engaging with indigenous children 
in Karratha.

6.	 Understanding and protecting the environment is 
part of our sustainable business principles; Scientists 
recording rock art in the Pilbara region of Western 
Australia.

7.	 Offshore gas and liquids are piped ashore and 
processed into LNG, LPG and condensate; Round 
the clock operation at the Karratha gas plant, Western 
Australia.

8.	 Gas is liquefied and loaded into large refrigerated ships, 
capable of carrying LNG across the globe.

About the Cover
1 2 3 4 5 6 7 8

The cover images depict Woodside’s diversity of people, places and activities throughout our value chain.

Woodside has long-term world class assets, 
talented people and the drive to become  
a global leader in LNG.

We explore, develop, produce and market gas  
and oil from Australia, the Americas and Africa  
to customers across the globe.

We are committed to returning outstanding and 
sustainable growth in our shareholders’ wealth 
...the right way.
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