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INTRODUETION BY CHAINMAN, SANTON LTD

Santos achieved historically good operating results in
1991 with sales revenue and after tax cash flow being the
second highestonrecord. Operating profit before tax and
abnormal expenses was the third highest on record. The
1991 financial performance has only been surpassed in
vears of significantly higher oil prices.

However, the net profit result was adversely
affected by a substantial abnormal expense in the
form of a write-off of unsuccessful exploration

expenditure, principally associated with the

company s I'imor Sea interests. The possibility of

50 M Wallia

this write-off was foreshadowed in last yvear’s Annual Re puri..

Notwithstanding this write-otf, Santos remains committed to
maintaining a substantial programme of oil and gasexploration
and development for the purpose of enhancing the value of the
company over the medium to longer term.

Given this continuing commitment, [ thought it would be
appropriate to recapitulate the approach on which Santos’
exploration and development programmes are based. The
approach imvolves:

— development of new markets for the company’s substantial
reserves of uncommitted gas;
— the conductof exploration programmes for oil in a portfolio

of areas selected on the basis of establishing a prudent



balance between the cost of exploration and the probability of success; and
= the acquisition of producing oil properties where either:

— theacquisition cost represents a substantial discount to the cash flow expected to be generated

from produoction; or

— there is assessed 1o be good potential for the discovery of additional reserves,

This approach recognises, firstly, that the company has alveady discovered large reserves of gas
and that those reserves have a long life and, secondly, that there is aneed o lind oil reserves toreplace
those being produced in the Cooper Basin,

Consistent with this approach, the Timor Sea acquisition and subsequent exploration and
development programme was Santos” first major initative w diversify its oil reserves owside the
Cooper Basin. This initiative was based on well developed technical information which indicated the
area to be highly prospective.  Exploration resulis have failed 1o meer the original expectations,
although the Timor Sea is still considered 1o be prospectve and an active exploraton programme
will be continued.

In response to the disappointing resulis in the Timor Sea, Sanios” oil exploration and development
programme is being re-orientated as follows:

— greater emphasis in oil exploration is being placed on areas such as the USA. the North Sca, the
Timor Gap and Colombia, relative 1o onshore Australia and the Timor Sea;

— exploranon opportunitics in South East Asia are being pursued, However, such opportunites
tend 1o be limited because of relatively onerous fiscal arrangements and the limited number of
follow-up targets in individual permits;

— opportunities to acquire production in the USA, the North Seaand Australia are being monitored
and evaluated. The USsAds seenas partic Hhu'l\'p!'ul'l'li sing i thisregard asacquisition opportunities
ﬂ'-;qm-mi*_; inchade the OPPOrTUNILY 1o take over operatorship. In these cases, Santos should be
able to create value by reducing operating costs through application of its extensive Cooper Basin
experience and by virtue of the fact that 1 is already operating production in the USA;

— working associations are being formed with major oil companies in order 1o benefit from these
COMPNIes CXPerence N pursiing overseas exploration and production opportumnites; and

— the company’s technical capabilities in the area of exploration and development are being
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strengthened by the recruitment of additonal senior exploration staff and by the use of

advisers experienced in the overseas areas in which the company is exploring.

Petroleum explovation isa high risk activiey and the lead time from the initation ofan exploration
programme in i new area o the time when the existence or not of commercial reserves has been
definitively determined is frequently long. Consequently, to maximise the prospects of success, an
exploration programme must be capable of being sustained over a number of vears.

Santos’ ability to sustain its exploration programme remains unimpaired despite the write-oifs
made in 1991, The company presently has a large cash flow from its significant oil and gas reserves
in the Cooper Basin and the Timor Sea. There is confidence that the existing level of petroleum
production which underpins this cash flow can be broadly maintained for at least the next wen years
with only very modest continuing exploration success in the Cooper Basin, This ongoing cash flow
will be sufficient o fund continuation of the exploration and development activities outlined above
while at the same time paving significant dividends o sharcholders and conunuing to reduce debt levels.

The Directors remain confident that the company’s strategy for exploration and development is

soundly based and will deliver subsiantial beneties 1o shareholders over the medium o longer term.

S 1 M Wallis
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In 1991, Santos recorded an operating profit before income tax, abnormal items and minorities of
$293 5 million. This is a result which has only been surpassed twice in the company’s history: in the
vears 1990 and 1985 which were the only two vears in which oil prices exceeded AS40 4 barrel
some point. The average Australian Dollar oil price received by Santos i 19 was $30.71 a barrel
rump:ln-ﬂ. with S25.00 4 barvel in 199],

Operating profit after income tax but before abnormal items was $116.7 million, compared with
£142.8 million in 1990 which included $11.9 million proficalter tax from the sale of United Kingdom

assers. Additionally, the 1990 result included net foreign exchange losses of only 313 million

B compared with $11.4 million in 1991, Earnings per sharve before abnormal

B - T items were 24.8 conts :uL|L|'I'.1.I'1.'{i with 32,6 cents in 19490,
waten Hir e LAY LS
o Malliam ) Tt tefl The writing down of some of the company’s oil andl gas investments,
mlll R =i

principally in the Timor Sea and United States of America, resulted in an
abnormal loss after income ax of $224.9 million. After making into account
this abnormal item, Santos incurved i loss after tax and minorites of STHOY
million compared with a profit of $156.0 million in 1990

The write-tlown will have no impact on Santos” dividend policy or cash
flow. Reflectng this, and Santos” strong operating result, Directors have
declared a final dividend of 10 cems per share, fully franked. This brings
total dividends for the vear to 19 cents per share. fully franked, unchanged
from 1990, Santos ol dividend pavout for 1991 will amoum o 5885
million, the highest in the company’s history, compared with $85.5 million
in 1959,

The 1990 Annual Report advised the coomang value of Timor Sea
investments would be reviewed in light of the results of the 1991 exploranon

programme. As discussed in the Exploranion, Reserves and Development

Wales enenoe WO Pricr (Aerage datralin o g following, Timor Sea explontion resulisin 1991 were disappointing

¥ il pride praew g b Senns]

with all wells being plugged and abandoned without success. The Directors extended the review of
oil and gas assers from the Timor Sea o include all of Santos” oil and gasassetswith the aim of ensuring
the asset carrving values on the company’s balance sheet are conservative.

The majority of the write-clown refates 1o a 3234 million reduction of the book value of Santos’
investment in the Timor Sea. OF this o], $80 million is for the write-ofl of purchase price for
producing licences AC/P2 and AC P in Santos” acquisition of Peko Ofl and 3154 milhon 1s for
unsuccessful exploration expenditure in a number of Timor Sea permits o be relinguished in 1992
and 1993, The latter item includes $38 million of |:'.~;pinr;1l:u:m expendimure incurred by Peko Oil |1n|"mr
o Santos’ acquisition. The write-down of Santos” Tianor Sea mvestments amonnts 1o S176 million
after x. Awrite-down of $9million after tx was made m respect of other Australian oil and gas assets.

The abnormal item also includes 4 $40 million write-down alter tax of gas assets in certain arcas
of the USAL

As stated above, the write<downs will not affect Samtos” underlving cash flow which is expected 1o
remain strong. The effect of the write-down will be o reduce futore depletion charges and write<lowns

af oil and gas assets compared 1o those that would have otherwise applied i the Timor Sea and USA



Santos’ sales during the vear were 8655, 9 million, 7.6% lower than the record 19940 sales revenue
of $709.5 million, The decline is due to the higher erude oil prices which prevailed in 1990 following
Iraq's invasion of Kuwait and lower sales volume in 1991, The total volume of petrolenm products
sold by Santos during 1991 was 34.0 million barrels of oil equivalent, a 5.6% decline on the 36.0
million barrels of oil equivalent sold in the previous vear, The principal reasons for the decline in
sales volume are lower gas sales, the impact of a strike in the Cooper Basin and the shutting-in of
production from the Jabir oil field from April 1o September. These developments are discussed in
a later section of the report titled "Production”.

Gas liguid prices in 1991 exceeded those of the previous vear. Santos —

receved an average Australian dollar price of $30.28 a barrel for naphthain 1485, - 19481
L i 9 - & Tayred wdl anl

1991 compared with the 330,08 a barrel recewved for condensate in T9HY  cquivies pesticed

This compares with approximately $26.00 a barvel which Santos would have

received iF it had marketed condensate instead of naphtha in 1991, Santos

replaced the sale of Cooper Basin condensate with full range naphtha rom
January 1991, The naphtha is produced through processing Cooper Basin
condensate. together with smaller quantities of the lighter fractions of
Cooper Basin crude oil. The average price received for LPG an 18] was
$209.98 a onne compared with 3200.17 a tonne in 19490,

Santos” average gas price was 32.04 a gigajoule, 6.3% higher than the
1990 average of $1.92 a gigajoule. The increase in gas prices arises mainly

from the agreed annual adjusiment to the price of Cooper Basin gas by 95%

of the change in the Consumer Price Index for the previous calendaryear, # % 8% 8 ® @ ©
B Soanmemal Termn W i Trrma o HRN Daodiar
The Cooper Basin gas price was also increased by the Producers passing on
I eranimg conds e lesfle panes aml ronaSnes il

that part of the increased rovalty taken by the South Australian Government  foseong changes
which the gassupply contracts allow to be recovered from customers. The new rovalty provisions had
the effect of increasing rovalties due from Cooper Basin gas and liguids production by 50%. Santos”
share of the increase applving to 1991 production was 511 million, of which approximately $3 million
was recovered through increased gas prices. The change 1o rovalty provisions was the reason tor a
$6.5 million, or 13.2%, increase in rovalties and resource rent tax pavments compared with 19490,

Santos incurred a net foreign exchange loss of 8114 million in 1991, made up of $12.1 million
in unrealised losses and a realised gain of 0.7 million. This compares 1o a net foreign exchange loss
of $1.3 million in 1990,

Interest expense in 1891 was 385.8 millon, 35.8% below the comvesponding figure of $133.6
million for the previous vear, reflecting the lower interest rates that prevailed during the vear and a
full vear's benefit of the debt reduction programme underiaken in lae 180,

One of the company's achievements in recent vears has been sustained and permanent
reductions in operating costs. Total operating costs arismg from Santos” oil and gas business were
@ 4% lower than in 1990, a 6.1% dechine in real erms. The 199 operating costs per barrel of oil
equivalent were slightly higher than in 1990 due o the lower level of production. However, after
adjusting for inflation. the 1991 operating costs per barrel of ol eqquuvalentare 1.1% lower than those

of 1990, and 31.7% lower than those of 1985, the firstvear of full liguids production from the Cooper,

(]
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Eromanga Basins. The foundation on which these reductions have been made are the achievements
in cost control in Santos’ operation of its core business in the Cooper/Eromanga Basins. In 19491
nominal Cooper/Eromanga operating costs were $3.17 a barrel of oil equivalent produced, 6.2%
lower than in the previous vear despite lower production levels in 1991, In real terms, Cooper/
Eromanga operating costs in 1991 were .75 lower than the previousyearand 39.7% lower than those
of 1985,

Santos continues to generate strong cash flow, In 1991, the company generated funds from
operations of $430.0 million before tax, 6.2% lower than the 1990 record of $458.2 million. These
figures do not include proceeds from the sale of assets which were $1.3 million and $53.0 million in
1991 and 1990 respectively. In addition, $73.9 million was re-invested by shareholders making use
of the company’s dividend reinvestment plan in 1891, These funds were more than sulficient for
Santos’ requirements for exploration and development costs, with the surplus after meeting these

commitments being used for the following:

— three dividend pavments amounting 1o a total of $128.5 million. Three dividends were paid in
1991, due to the deferral of the 1990 interim dividend from 1990 10 1991 in order that

shareholders could receive the benefit of a fully franked dividencd:

— payments in respect of review and adjusiment of participation factors in the Cooper Basin Uinit
Joint Venture, Santos made net cash pavments during the vear to other Cooper Basin Producers
of $17.4 million, an adjustment required by an order of the Full Court of the Supreme Court of

South Australia. This maner is discussed further below;
— payment of 3918 million of income tax.

At the end of 1991 the company had cash reserves of $187.6 million. The offers made for the
outstanding shares in Santos” subsidiaries Vamgas Limited and Latec Inwvestments Lid are being

funded from cash reserves.

Sanios invested $121.0 million in ficld developments in 1991, compared with $138.1 million in
the previous vear. The 1991 figure includes $47.2 million for the company’s share of development

of the Skna oil ficld in the Timor Sea which came on-stream in December.
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Santos’ net debt at vear end was $755 nullion compared with 3772 million vear end 1990, Tois
planned to use Santos” strong cash low to achieye reductions in gross debt in 1992, Santos Finance
Ltd's two commercial paper programmes continue to provide a diversified source of short term delbt

and benefit Santos through reduced funding costs,  Cutstandings for the domestie $300 million
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promissory note and the US$200 million Eurc-commercial Paper programmes averaged the equivalent
of $320 million during 1991, The reduction in funding costs resulting from these programmes in
1991 amounted to nearly 31 million.

As operator of the Cooper Basin Unit Joint Venture, Santos is required o periodically conduct
review and adjustment of the participation factorsused in the Unit. InJune, anorder by the Full Court
of the Supreme Court of South Australia required Santos to recalculate the participation factors to
apply in the Unit from 1 January 1987, The order wasmade following a successful appeal by Crusader
Resources NL against an earlier decision concerning the validity of an adjustment to the factors,
Pursuant to the decision. Santos made netcash pavments to other Cooper Basin Producers, including
Crusader, as an adjustment of capital, operating costs and revenues. These pavments rotalled $17.4
million. Once the recalculation is completed another cash adjustment will be made to reflect the new
participation factors, Santos expects the recalculated factors will not result in any material difference
to the Santos Group from those factors previously determined. To the extent this occurs, the
pavments of $17.4 million already made by Santos will be reversed.

In addition, Santos has charged w profit $3.5 million in respect of legal expenses and interest
arising from the invalidated determination. Until the recalculation is completed, Santos will
continue to report financial, sales and prudur ton information based on the 1 January 1987
participation factors previously determined. Santos is also accruing under Other Revenue an
expected benefit from the Review and Adjustment to apply from 1 January 1989,

Santos regards the expedition of outstanding matters relating to the review and adjusiment of
Cooper Basin Unit participation factors a priority. [t is expected that the subsequent calculation of
factors to apply from 1 January 1939 1o 1 January 1991 will result in an increased partcipation factor
for Santos.

The offers to acquire the outstanding shares in Vamgas Lud and Latec Investments Lid will cost
Santos 364 million when completed. Vamgas® interests are concentrated in the Cooper/ Eromanga
Basinswhere Vamgas has an average 8% interest in oil and gas exploraton and production. Larec has
an average group interest of 21% and 23% respectively in the producing Mereenie oil and gas field
and Palm Valley gas field in the Amadeus Basin.

The acquisitions will give Santos full access o the significant cash fows of these interests and
consolidate the company's interests in the Amadeus and Cooper/ Eromanga Basins, Subsequent to
vear end. Santos announced it had satisfied the requirements for compulsory acquisition in respect
of the offer for sharesin Vamgas Lid. The offer periodin respectof oustanding Latec shareshas been
extended. Santos has received. in effect, acceptances for in excess of 96.6°% of the shares and stock
units subject to the offer,

Santos’ Jong term credit rating was maintained at A- by 5 & P Australian Ratngs, formerly
Australian Ratings. This was achieved notwithstanding the revision of all ratings assigned v S & P
Australian Ratings 1o an international rating scale consistent with the rating standards and criteria of

its parent company, Standard and Poor's.
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Santos’ total 1991 production of oil, gas and gas liguids was 34.2 million barrels of oil equivalent,
.05 lower than the previous vear's total of 36.0 million barrels of oil equivalent.

In the Cooper/ Eromanga Basins, production declined by 1.4 million barrels of oil equivalent due
largely to a4 5.2% reduction in gas production, This decline reflects lower levels of demand for gas
in both of the Cooper Basin's gas markets.  In South Australia, the Electricity Trust reduced its
consumption of gas by 9.6% compared with 1990 by importing electriciny from interstate utilities via
the mierconnecied power grid with Victona and New South Wales, In New South Wales, the
Australian Gas Light Company purchased 4.2°% less gas than in 1990 because of the effect of a lower
level of economic activity and a milder winter.,

Total crude oil production from the Cooper/Eromanga Basins was broadly maimtaimed at the
level of the previous vear. Samos” share of production from South Australia increased by 84 000
barrels. despite the adverse impact of an industial dispute 1 June which resulied in Santos losing
crude oil producton of approximately 166 000 barrels. In the Queenshind section of the Cooper/
Evomanga Basins, Santos” share of crude oil production wias 118000 barrels lower than in 1990 due
to natural depletion of producing reservoirs,

Production of gas liquids from the Cooper/Eromanga Basins was affected adversely by the
mdustrial disputation and the lower level of gas production mentioned previonslv. The overall
impact of these two factors was o reduce 1ol natoral gas liguids production by 0.4 million barrels
of oil equivalent, or 9.3% below that of 1990, Condensate productnon during the vear was 7.7% or
186G 00 barrels lower than in 1990, LPG production in 199] was 259 800 onnes. 8.29% below the
record: level of 1990,

Crude oil production from the Timor Sea was approsamately 800 000 barrels lower than i 19490,
Most of this reduction isaccoumnted for by the shotting-in ut'l_lll_'j._q.hiru lield tor nearly five months 1o
enable maintenance of the floating production-and-storage vessel. Jabirn produced an average of
approximately 45 000 barrels of o1l per day over the seven months it was in operation. Production
from the Challis field asveraged '.ll,h|:||'n!~'.lrl'u?l.l:f.'|\' 5 0h0 barvels of ol e dlav i 1949] compared with
32 (060 barrels of oil per day in 1990, Santos holds 2 10.3% interest in the Jabiru and Challis fields.

Producton fromm a thivd field m the Timor Seqs Skoa, commenced in December an 15000 barels
of oil per day, Santos hasa 30.6% interest in Sk, Subsequent o vear end, Skua recorded peak daily

production rates the equivalent of 28 000 barrels of oil per dav, The field had an initial production
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ceiling of a monthly average of 15 000 barrels of oil per day imposed upon it by the Federal
Government.  Following an application by the AC/LA Joim Ventre, the Federal Government
increased the production cetling 1o a monthly average of 25 000 barrels of oil per day in March 15992,

Production from the Talisman field in the Carnarvon Basin, off the coast of Western Australia,
comtinued o exceed expectations. In 1991, Talisman contributed 602 000 barrels of crude oil
production to the company's production, 110 000 barrels more than in 1990, When Tahsman
commenced production in 1989, recoverable reserves were estimated at 2,7 million barrels of oil. By
the endof 1991 the field had produced 6.7 million barvels of oil and was still producing at 8000 barrels
ol o1l per dav. Santos has o 27.37% mterest in
Talisman. The |::'-:r:|.u-.'li'l.ﬂ.= hifie of the beld has
now been extended to midvear 1992,

Santos” other Australian production intéerests
are in the Amadeus Basin of the Northern
Territory and the Surat Basin of Cucensland.
Santos” share of Amadeus Basin production in
1991 was 108 400 barrels of crude oil and

condensate and 3.5 petajoules of gas compared

with 1 14 0000 barrels of crude oil and condensate
and 3.3 petajoules of gas in 1990, The reduced oil production is due 1o natural depletion of the
Mereenie reservoir although the decline in production rates has been parually wrested by a seres
of fracture stimulations underiaken -iilu':'_]ul'l.' O], The result of these stnmulaions was o inereases:
dailv production from Mereenie by 520 barrels of oil per dav 1o 1850 barrels of oil per dav, a rage last
achieved in 1988, The company hasa 21.5% interest in Mereenie. Production of gas rose as a result
of increased demand by the Northern Termitory Power and Water Authority,  Santos” share of
producton from the Surar Basin was 2 500 barrels of oil and condensate and 0.4 perajounles of gas,

Santos” U'S subsidiary, Weeks Exploration Company, increased is total production by 16.7% in
1991 through the contribution of a full vear's producton from the offshore State Tract 608 field in
the Gulf of Mexico, which commenced producoon i the third quarter of 1990, Weeks' total oil
production from the United States increased by 282 000 barrels, offsetting declines in the volume of
gas and condensate produced from the Gull Coast programme.

The ontlook for :mulm ton in 1992 s discussed in the section ttled "Outlook” followmg.

MAREETING

Santos marketing of lguuds products s bod vsed on building acompetitive domestic and international
customer base and on adding value 1o products where opporimities exist. Such an opportaniy
appeared in 19890 when it became clear that full mange naphha was selling atasignificant premiom
to condensate in Asian markets, Alter making the necessary conversion 1o the Port Bonvthon liguids
w.r].l.]r.njq W |!L||1|.lln' first sale of naphtha wis made m Febrimm 1991, Santos carmed revenie of $75.2
mrvillion froam the sale of |:|;|.|r||l|1.11h|:i||].',:IL-."u.'.u.E]H.HH:Illini:nr S Ingher than what would have

been earned if the product had been sold as condensate during 19491, Sanos” share of the cost of



alterations to the Port Bonython facility to produce naphtha was $0.6 million. The volume of naphtha
sold was boosted by the processing of the lighter fractions of crude oil, which was selling at a discount
to naphtha, for inclusion in naphtha sales. The company’s share of crude oil production processed
for sale as naphtha in 1991 amounted 1o 226 000 barrels.

Another initative undertaken during the vear 1o improve returns was the completion of plant at
Moomba to produce distillate. Santos” share of the distillate manufaciured by the plant is 50 000
barrels per year. Although the volume is relatively small, the prices being received are approximately
3% more than the prices which would otherwise be realised if the feedstock was sold as erade oil,

For the first time in its history, the company is marketing Australian crude oil produced outside
the Cooper/Eromanga Basins. Santos has elected 1o take responsibility for marketing its share of
production from the Skua oil field. This will assist the company’s profile in the imternational il
market and enable further development of the company’s customer base.

The deregulation of Australia’s liquid hydrocarbon markets was completed in 1991 with the
removal of price and supply controls on domestically marketed LPG.

During the vear, contractiswere concluded, and shipments commenced, for the supply of Cooper
Basin LPG 1o a new customer, Mitsui Oil and Gas Co Lid in Japan. The contracts, which require the
Cooper Basin Producers to supply 90 000 tonnes of butane and 90 000 tonnes of propane over two
vears, replaced a contract with ldemitsu Kosan for the same quantities which expired in 1991,

Santos continues o vigorously pursue opportunities to market uncommitted gas reserves in
whichitholdsinterests. The mostsignificant of these reserves are located onshore in the Queensland
section of the Cooper Basin, and in the Northern Tertitory in the Amadeus Basin and the offshore
Bonaparte Basin. An important step in the development of Santos’ uncommitted gas reserves was
taken in 1991 with the signing in July of contracts for the supply of 30 petajoules of gas P vear over
10 vears from the Queensland section of the Cooper Basin to the Pipelines Authorite of South
Australia. Gas sales from South-west Queensland o South Australia will commence in 1994, replacing
part of the market currently supplied by the Cooper Basin Producers in South Australia,

Santos” 57.2% interest in the Queensland project compares with the company’s average 56.3%
interest in gas produced from South Australia. Accordingly, anvy increased reliance on gas from the
Queensland section of the Cooper Basin for sausfying South Australian gas demand merely
represents substitution of Queensland gas for South Australian gas but with the benefits to Santos
arising from the higher liquids content in the Queensland gas stream. Many of the Queensland gas
ficlds are liquids rich and these will be brought mio production first.  The hiquids will be stripped
out at Moomba and delivered along the liquids pipeline 1o Port Bonwthon for separation and sale as
LPGand naphtha. Consequently, Santos expects the commencement of gas sales from Queensland
will enable production of more gas liquids than would have been the case had gas production been

confined o the South Australian section of the ( e Basin,

The South-west Queensland gas contrac recuires construction of field Facilities, a centralised
processing |1|-'ltll aned associated pipeline from tha pl-.m: toy Mool Construction is [:n:cw-tling
requuiring an estimated investment by the jointventure of $180 million over the contract period. Once
established, the new plant will proviede a springboard for marketing « o Quieenshingd ( ooper Basin gas

tor custommers within that State. The 500 petajoules contracted 1o South Australia represent less than

| 1]



S of the region’s proved and probable gas reserves and less than 109 of the area’s potential
reserves.  The marketng of these reserves is sall in its infancy and there are several opportunities
being pursued for further sales of this gas

santos other significant, uncommitted gas reserves are in the Mereenie and Palm Valley fields
in the Amadeus Basin and the offshore Tern and Petrel fields in the Bonaparte Basin. A series of
discussions were held with the Northern Territory Government and potential customers on the
marketing of reserves from both areas during 1991, The main opportumities are for the sale of
Amadens Basin gas 1o the Nabalco alumina refinery at Gove and to supply Adelaide. This could be
achieved throweh using H1||:|.1| uirte Bisin gas 1o
replace the Amadens Basin gassupply to Darwin,
thereby freeing up Amadeus Basin gas tor supply
South Australin, By vear end it became clea
Nabalco would not be in a position 1o conside
converting its fuel w gas for several vears.
I.Elt‘lﬂ'hﬂ = SArLios i*u i |r!|k|1t'|!||.1|'|!_!‘ 1ii~u ||~.-.i;r ifts CRid
the marketing of Amadeus Basin gas 1w South

Australia and investiganng market options for

the Petrel and Tern helds.

C:as marketing is a long term process requinng long lead nmes and contracts over many vears,
It 15 therefore very important that the business climate for gas marketing be both certain and
prediciable. The Federal Government’s National Gas Strategy is aimed at achieving such an outcome,
The Strategy has three elements which are worthy of support: the effecuve removal of LNG export
controls, a "hght-handed’ approach o regulation and reform of Stare wilities. The one reservation
santos has relates o problems for the indusiry improsed by Australia’s lederal system. The Federl
Crovernment has argued that the varions States have been able 1o use thedr powers under this svstem
to impede the orderly development of the gas industry

Santos 15 not convinced than this is, or has been, a prablem in practice for the industry. Even if
it has been, Santos questions the necessity 1o have a strategy imposed by Federal and State Minisiers
tordleal with it Iois the company's hope the strategy will not be used as a vehicle for further regulation
of the as imdostry by successive Federal Governmenis,

]]iq' h;'n:l.q'r.:l {:||1|:1|h1linrl.-h '|'.]_'_"!I|'|:I:I|. I-.' |:|.tl.'!-..l;,_'|1' ol E:-lrr||_||,'\. :4_'!1'.|~.|_'|,| 1) :"';1':1.1'r1|1'||:'1' l1i-|_'|l.|||l.'l,|.
proposals to remove all existing duties and excise applied to petrroleam products, including fuel oil,
and o apply the Goods and Services Tax 1o both perroleum products and gas. The net effect is 1o
mprrone the price compentvendess of fuel ol against natral gas, Studies by Santos indicate thar.
although exisung gas markets are unlikelv o be threatened if the policy were implemented,

marketng of gas 1o new markets could sufler



EXPLOBATION. RESEEVYES AMND DEVELODPFPMENT

Santos total vear end reserves were 622.9 million barrels of oil equivalent (MM BOE), 3.6% lower
than the previous vear’s otal of 646.4 MMBOE. Over hall of the change is accounted for by the
failure of oil exploration o locate sufficient reserves to replace the year's production and by revisions
to oil reserve estimates, The balance is due o revisions 1o gas and gas liquids reserves in the Cooper
Basin. The effect of these revisions to gas and gas liquids reserves estimates was to more than offset
the contribution by the vear’s gas exploration which discovered sufficient reserves 1o replace those
depleted by 1991 production with a surplus of 10 MMBOE.

Over the last two vears Santos” oil exploration has, generally, been unsuccessiul but as industry
experience has repeatedly demonstrated, valid assessment of exploration requiresa longer term view
in the context of the risk inherent in perroleum exploration. Santosisconfidentthat, in the medium
term, its oil exploration programme will result in significant additions 1o oil reserves, Asthe discussion
following notes, the company wok a number of initiatives in 1991 designed 1o realise this objective.

Gas and gas liquids exploration results over the medium term have been good, locating reserves
of 156 million barrels of il equivalent over the last four years compared with production of 94 million
barrels of oil equivalent. Although the effect of revisions arising from field performance studies has
been to reduce the impact of these additons, the success of gas and gas liquids exploration over the
last four vears has meant Santos’ gas and gas liquids reserves have, in broad terms, been main tained.

Maps and details of Santos” licence interests are on pages 18, 19 and 20.

Ol exploration by Santos in Australia during the vear was concentrated on the Cooper/
Eromanga Basins and Timor Sea. After more than thirty years of drilling, the Cooper/ Eromanga
Basins are now mature petroleum provinees and discoveries of new oil reserves are becoming smaller
and less frequent. In 1991 Santos drilled 19 oil exploration wells in the Cooper Eromanga, o which
ten were successful in locating additional reserves. Santos’ share of these additions amounted 1o 1.6
million barrels of oil, or 21%, of its production from the region.

New discoveries were made at Echuburra, Parroclus, Genoa and Wallawany North in Queensland
and Releary in South Australia.  Successful appraisals were made at Gidgealpa, Jena, Pondrinne,

Malgoona and Narcoonowie.
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Santos assumed the responsibilities ol operatorship Lo exploration acuvites m Queenshand
sevciion ol e € CHFREE Eromanga Basins eflectve lrom | |-I|III-||" PLLKE,  SAmiios 16 now Operilon o
all exploration, development and procuction actvatesin both the Queensland and South \ustralian
sectors of the Cooper/ Eromanga Basins

Over the bast five vears, Santos has striven 1o control exploraton costs in its Coopers Eromanga
permits. As a result of further improvements, the 1991 seismic acquisition cost per kilometre was
L6 lower than in 1990, Cooper/Eromanga drilling costs per boot were onby 0.6% higher in 1991
than the preceding vear bt marginally lower in real terms, Do veal terms, the 1] vesults represent
a0 SO0 reelucuion in selsmi .I|.1'|II;.*-iI1IIII WELY

et kilomerre and a 25%.5% reductuon i drilling
COSL P o0l snce [ REEER
Asdemonstrated by the writedown of Santos’
mmvestment in the Timor Sea, drlling i the
|.;--_|'i|||'| II-|||'-|_'|_|_ L[En.:‘|1:|1|rlll1.l!|'.:. Sl LS
participated in nine 1"~1'!||||l.’|||l!l!l wells i the
region during the vear. All of the wells were
plugged and abandoned, although three

recovered hvdrocirhons in some form.  The

Jabiru 12 well was s cessfil in confirming an extension of the held s border ared Both thie Swan 5
well and sidetnck and Maret | recovered gas and condensate

The 1991 vear end crude oil reserves figure includes adjustmenis arising from the remapping of
the Skua field and revisions to reserve estimates for the Challis freld.

Cras explovation in 1991 was more successiul with the discovery in South \ustralinol grossreserves
of 210 hillion cubic feet (befd of sales gas, of which Santos” share s 128 bef, As a result, the Cooper
Basin Producers were able to establish the ten vear forward cover of reserves necessary 1o satsty the
South Australian gas supply contract, The success of the gas exploration, together with the signing
of contracts for sales from South-west Queensland, means Santos has secured all of s South
yustralian gas market for ten vears and therealier subject w the maintenance of the ten vear reserve
cover, Thirtethree gas wells were drilled in the Cooper/ Eromanga Basins by Santos dunng the year
of which 18 were successful in locating new gas reserves, including four new field discoveries.

Santos ilso parti -,||_||1-|| in gas exploranon m the Amadeus and Surat Basins and offshore New
South Walesdunng PaRa), Do the Amadens Basin th !'I||:;_p'- |.|i'\-'|||_|.1\.|'|1'-.-:'||. |l|l.l'|.:'4! ||:'-.=||||."IF'.I'|III'.:..: and
'l.-.-'|'1|’Ill'.:l.'_t'il-.'-l'll|.1||.':I|||l=‘.|i'i]-'.||= rvear end, Tn the Surat Basin, two unsuccessful gas wellswere drilled
Santos participated in seismic acquisition in the Svdney Basin permn NSW/ P located olishore e
South Wales between Svdnev and Newcastle. The permit's proximiy o the compuny s largest gas
market warrants investigation of the pote ntial for gas discoveries. The geology of the permit is bemg
pe-evzliated in light of the sesnic resulis

Sanios e rnaidal % PRI hiad mused vesulis o U] he feeie four wells of a six well
Programme were spraddeed in the Malavsuan ofishore permi s 14, While the Livst three wells wer
unsuceessiul. the fourth, Rhau 1, Qowed oil at commualanive pates of up o b 00 harrels of ool per day from

separate rones subseqguent o vear cind Tl eliscovery 15 the Girst in the Malavsan Peova Basin and



PM 14 covers virtually the entire basin, Additional seismic data acquisition and further delineation
drilling are planned in order to establish the commerciality of the area,

In the United States of America, Santos participated in four oil and two gas exploration wells
through its whollv-owned subsidiary, Weeks Exploration Company. All but one, the # 3 Remmer's
gas discovery, were plugged and abandoned.

In Papua New Guinea, Kew 1, the second and final well o be drilled by BP Petroleam
Development under a farmein agreement for Santos” permit PPLEL, encountered gas and condensate
and was abandoned without testing as there is presently no market for gas in Papua New Guinea.

In the United Kingdom, two wellswere spudded on the same structure in the North Seablock 235/
27. Santos has a 3.75% interest in this block and both wells were suceessiul, flowing oil and gas. The
highest flow rates were recorded from the 23/ 279 well which was tested subsequent to vear-end with
cumulative flow rates from different zones of up to 13 144 barrels of oil per day and 10.3 million cubic
feet of gas per day. Consequently the operator advised that the structure had been named the Pierce
field and the evaluation of development options had commenced.

Santos” priovityin exploration is to add oil reserves to assure the company’sgrowth in the medium
to long term. Accordingly, the company participated in a number of internatonal and Ausuralian
exploratory studies during the yvear to identify exploration plavs where the company has the potential
o add significant oil reserves on a cost effective basis. As a result of these studies, Santos acquired
acreage in Cambodia, the North Sea, the Timor Gap Zone of Co-operation Area A and, subsequent
to vear end, Colombia.

The Timor Gap Zone of Co-operation region differs from the Timor Sea region currently being
explored by Santos for a number of reasons, The most significant is thar, unlike the Timor Sea, the
geology of the Timor Gap does not inhibit the acquisition of clear, reliable seismic informadon. The
high level of interest shown by mternational oil companies in bidding for Timor Gap Zone of Co-
operation acreage indicates the prospectivity attributed to the region by the indusuy. Sanios’
interests in the two Timor Gap permits, ZOCA 91-10and ZOCAY]-1 1, are 25% and 15% respecuvely.
Santos is committed to participating in nine wells in these permits over the next three vears,

In the North Sea, Santos has a 15% interest in the jont venture which successfully bid for the 23/
M hlock. The block s :1p|:rrniinu:e|}' 10 kilosmetres south of the Montrose / Arbroath ol fields and
10 kilomertres east of the Gannet "B’ field.

In Cambaodia, Santos has a 25% interestin the jomtventure which was awarded the ofishore Block
IV in the Gulf of Thailand. Under the terms of the award, Santos and is joint ventorers in Block IV
have committed to the acquisition of 1 700 kilometres of seismic over two vears with an option to drill
awell in the third vear., Block IV covers 5 200} squaAre kilomietres i waler [lr.'plhs.' mng"mg up 1o T
metres. he basin's geological features include asubstantial basin known as the Cambaodian Trough
which is considered prospective for oil and gas but has only been lightly explored.

In Colombia, Santos will earn a 50% interest in each of three blocks in the Llanos Basin by
financing 550 kilometres of seismic and the drilling of at least two, and possibly, three wells, The
blocks cover approximately 305 500 hectares and are known as the Algarrobo, Cano GCuirripo and
Cano Caranal Association contract areas. | he former two contrct areas are surrounded by mium ber

of commercial oil fields ranging from 5 million w 20 million barrels of recoverable oil and
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exploration suceess rates in the area have been good. The Cano Caranal Block has the potential to
contain significant reserves,

Santos’ 1991 vear-end reserve figures do not include the discoveries which are presently registered
as non-commercial such as Elevala and Ketu in Papua New Guinea, the Petrel and Tern gas fields in
the Bonaparte Basin, the Oliver, Puffin, Swan and Talbaot fields in the Timor Sea, the Sole gas discovery
in Bass Strait and additions 1o the Palm Valley and Dingo gas fields in the Amadeus Basin, Santos’

share of these fields s estimated agsome 300 MMBOE including 20 MMBOE of crude oil and condensare.

The volume of petroleum products sold by Santos in 1992 is expected to be approximately 34
MMBOE, in line with that of 1991, Some variation in individual product shares is expected with the
impact of anticipated lower crude ol production being offset by a slight increase in sales of gas.

Sales of crude vil in 1992 are expected to be lower than the previous vear because of the impact
of field depletion on production rates in the Cooper,/ Eromanga Basins. This decline will be largely
offset by a rise in Santos” share of production from the Timor Sea as 1992 will be the first full year of
production from the Skua field. Santos” share of oil production from the Timor Sea is lorecast 10
average 9 000 barrels per day compared with 6 400 barrels in 1991,

Sales of gas are expected o increase slightly in 1992 because of inereased demand in both of the
major markets for Cooper/Eromanga gas. Production of gas and gas liquids is expected 1o be
comparable 1o that achicved in 1841,

The production outlook bevond 1992 is strong as Santos has sufficient reserves of oil, gasand gas
liquids to maintain production at the rate of at least 30 MMBOE each vear mito the next century.
However, crude oil production will decline if reserves are not replaced. The replacement of depleted
oil reservesis one of Santos’ major business priovities and the company is committed o achieving this,
hoth through successful exploration and acquisition of reserves.

The 1992 exploration programme reflects this priority but with a reduced emphasis on the Timor
Sea and increased involvement in international oil exploration. A programme of three o five
exploration wells is planned for the Timor Seain 1992,

In the Cooper/Eromanga Basins, Santos plans to drill 14 oil wells. Additionally the firs
comprehensive three dimensional (3-D) seismic survey will be undertaken. This survey will test the
suitability of 3-D seismic for the region and, if successiul as expecied, enhance prospectidenufication
with consequent benefits for drilling resulis.

Santos will participate in up w12 exploration wells outside Auswralia in 1992,

The first of the remaining two commitment wells in the Malaysian offshore permit PM 14 will be
spudded in the final quarter of 1992, Additionally, Santos will continue exploration in the areas of
interest the company already holds in the United States of Amenca and the United Ringdom. Six il
exploration wells and one gas exploration well are scheduled for the USAin 1992, Two oil exploration
wells are planned to be drilled in Santos” North Sea acreage duning the year.

As detailed in the explortion section preceding, Santos has acquired interests in oil exploranon

acreage in the North Sea, Camboddia, the Timor Gap Lone of Co-operation and Colombia. The 1992



exploration programme will include seismic acquisition in all of these new permits, the drilling of the
first commitment wellin Santos’ Timor Gap acreage and possibly one well in the Colombian acreage.

Santos will continue the process of reaweighting its exploration portfolio in 1992 to assemble a
portfolio which is balanced and diversified in both matrity and geographic locaton. The existing
portfolio is weighted heavily towards matire petroleum provinees which typically deliver economic
but small discoveries. The resweighting of Santos” acreage portfolio will give greater emphasis to
exploration in frontier and emerging petroleum provinges,

The new risks introduced into Santos” exploration actviry by this srrategy will be taken on from
a position of financial strength. Santos has a strong balance sheet and cash flow.

Further development of the company’s USA and UK activities through farmein and participation
in bidding groups will be undertaken in 1992,

The foundation for further expansion of Santos” US operations was laid in 1991 with the
consolidation of the company’s US businesses into a single enterprise of reasonable size from which
further expansion can be launched, Santos intends o monitor closely opportunities in Northern
America, and also in the UK, for economical acquisition of reserves already producing.

The diversification of the company’s portfolio through entry into new joint ventures, and by way
of acquisitions of exploration acreage and reserves, demands Santos be able 1o quickly identify
opportunities and participate fully in the international oil and gas exploration market. To this end,
the company will develop its existing Houston and United Kingdom offices further in 1992, Houston
and London are the mwo focuses of commercial activity in international oil exploration. The
development of Santos’ oflices in these locations, which includes the relocation of Austrzilian staff 1o
the UK, will better equip the company 1o participate in international oil exploration. Subsequent 1o
vear end the name of Santos’ UK subsidiary Peko Exploration (UK} Lid was changed 1o Santos
Europe Limited. The change. which was made in view of the further development of the company’s
UK offices and increased involvement in the North Sea, will increase Santos” profile in international
oil exploration.

The 1992 gas exploration programme will include the drillimg of up o 15 wellsin South Australia
with the objective of mainmining a ten vear forward cover of reserves for that Stare.

The major development actvity in 1992 will be establishing infrastructure required for the
commencement of gas sales from South-awest Q:.u*rn.-.’l:lr:{l at the 1:1'gimling of 199 Samtos” share of
the capital expenditure budgeted for this project over the next two vears is estimated at 366 milhon,
Approximately 30% of this will be incurved in 1993 when most of the on=site work, including the
construction of a 180 kilometre pipeline linking the South-west Oueensland gas Facilities with the
Moomba processing facility, will be completed.

Theadditnon of reserves, resweighting of exploration portfolio. reduction of debt and development
of UK and US businesses discussed above are four of six elements in Santos” business sirategy. The

remaining elements are:

— marketing Santos” e ed WS TOSETVES 1 le'l::ll'.-l.lﬂd andl the Northern Termitory, These
reserves have the potential for providing significant growth for Santos in the medinm tolong term.

During 1992, Santos will intensify its cltorts to develop and secure markets for these. In particular,
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santoswill endeavour to make progress in negotiations with the South Ausiralian Government for
supply of Santos” uncommitted gas from Mereenie and Palm Valley, Additonally, evaluaton of
all possible options tor the Pewrel and Tern gas fields, including an export-based LNG project, will
be undertaken. Queensland gas markenng will focus on potental markets for uncommitted gas
reserves in South-west Queensland, including a gas-fired power station proposed as an alternative

e the Tulb-Millstream hyvdro-clectric power station proposal

— maximisation of producton from the € ANENPCT Eromanga Basins and minimisanon of Operanng
costsin the region. The company isvigoroushy
evilluating improved oil recovery technigues
and applving advanced technology 1o add
recoverable reservesand production. Santos
believes significant additons w recovery and
prodisction will be made as a result. The
company s share of l[.n-npm Eromanga oil
reservescurrently considered unrecoverable

15 estimated atr 200 million barrels.

Dy t*iuimwnl wiork to improve recovery from
severil fields is scheduled for the region in 1992, 1ogether with a three dimensional seismic survey

with the objective of providing better defininon of development well prospects.

Santos emploved 1 500 people as at 31 December 1991,

The continual training of its workforce is a presrequisite for the development of the company's
skill inventory, Santos provided a total of nearly 900 internal and external course places during the
vear, ranging from hall«<day workshops 1o six-week residential programmes.  This commitment
significantly exceeded the threshold expenditure requirements of the Australian Government's
Traming Guarantee Lew

I'he company continued to implement measures toimprove productiviey further during the vear
The objective underlving these initatives is o create a working environmment where emplovees are
able toartain the highest degree of productivity while carrving out their dunies in a sate and comperent
manner,

Santos regards its responsibilioy o provide a safe and healthy work environment as fundamental
to human resource management, During 1991 the company underiook a number of initiatives
designed to achieve further improvemenis in the company's safewy record. Foremost amongst these
was the development of a safety management plan for the four vears from 1992 (o 1995, The plan
will enable the implementation of a co-ordinated, long term approach o maintaining high standards

TARATRS np.1tinn.|| health and saferny throughow Sanmos’ OPETAtons
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All of Santos' locations were able to report improved safety records during the year with the total
number of lost time injuries being half that of 190, Santos has acuvely promoted health and safety
activities within contracting organisations in the Cooper/ Eromanga Basins and this has resulted in
a 49% reduction in the number of lost time injuries reported by contractors compared with 1990, A
contributing factor to these improvements was the safety programmes and wraining conducted by
Santos to address specific safety issues that account for a large share of reported injuries, such as the
eve protection campaign which preceded a 43% reduction in reported eye injuries. Formal policy
documents were prepared and released on a number of health and safety issues during the year
including manual handling, hearing conservation and rehabilitation, which was released subsequent
o vear end.

Last vear was the third vear in which Santos has been responsible for s own Workers'
Compensation arrangements. Several safery audits were conducted in Santos” locations during the
vear by both internal and external assessors with all audits confirming Santos” compliance with s
legislative obligations. The net savings to Santos from self-insurance over the three yearsis estimated

1o be approximately $4 million.

EXVIRONMENT

Santosis committed to conducting its operations in an environmentally responsible manner through
adherence to standards consistent with developments in technology, indusery codes of practice and
the relevant statutory requirements. In practce, the standard of Santos” environmental management
and practices consistently exceed legislative obligations. Through a process of monitoring and field
trials of innovative new techniques, the company remains the acknowledged leader in environmental
management of onshore oil and gas exploration and producton acuvities in Australia, Montoring
activity includes serutiny and comparison of operational areas with locations where no operations
take place. An example of the field wials included 1o enhance further Santos’ understanding of the
Cooper Basin environment are the ‘dummy’ drilling pads emploved in a variew of landscapes to
provide information on revegetation potential.

Santos reviewed and updated its Environmental Codes of Practice during the vear. These codes
were distributed to all field-based employees and contractors and form the basis of the ongoing
programme of environmental education and information provided by the company o all involved
in its field operations. Environmental audits carried out during the vear confirmed practices have
continued o comply with legisluive requirements and Santos” own standards. These andiss are a
long-standing feature of the company’s environmental management programme, having been

instituted and undertaken on a regular basis since 19835,
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A1 Drdnswnew 1991

CossntmaTin Santos Lo
199 19480 1991 155H0
Mot Semillion Srmlhin Lamillion Somillion
Operating revenue 705.9 812.9 494.5 553.0
Operating profit before abnormal items 223.5 254.8 185.1 211.3
Abnormal items (284.9) 18.5 (220.2) (2.1)
Operating profit/ (loss) before income tax (61.4) 273.3 (35.1) 209.2
Income tax atiributable to: :
- operating profit before abnormal items (106.8) (112.0 (52.3) (55.0)
- abnormal items 60.0 - 15.2 o
(46.8) (112.00 (37.1) (55.0)
Operating profit/ (loss) after income tax T (108.2) 161.3 (72.2) 154.2
Chutside equity interests in operating
profit/ (loss) after income tax (2.7) (5.3) - e
Operating profit/ (loss) after income tax
attributable w sharcholders of Santos Lud (110.9) 156.0 (72.2) 154.2
Retained profits at the beginning of the year 266.3 195.8 2115 142.8
Total available for appropriation 155.4 3518 139.3 297.0
Dividends provided for or paid (88.5) (85.5) (88.5) (85.5)
Aggregate of amounts transferred
from reserves (0.2) o - -
Retained profits at the end of the vear 66.7 266.3 50.8 211.5

The Prodit and Loss Accownts are g0 be oead in conjnetion with tse notes oo and forming part of the inancoal saiements
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CURRENT AssiTs
Cash

Receivables
Investmenis

Inventories
Other

ToTal CURRENT Assprs

MON-CURRENT AsskTs
Recemvables

Investments

Property, pliant and equipmem

Intangibles
Other

FTorTalr Nox-{UrreexT Assyix

FotTal AsseTs

CURRENT LiAninatiks
Creditors and borrowings
Provisions

Other

Tatal CURRENT LivRilITIES

Noas=Cirrest Liasitiries

Creditors and Imrmwings

Pronisions
Other

Torar Nox-Curerst Lianroinies

Torat Lianiiities

MNET AssETs

SHArRFHOLDERS Eguany
Share capital

Reserves

Rewined profits

Shareholders” equity attributable to
shareholders of Santos Lid

Onarside equiﬂ.' interests m controlled entties ¥

Fovr Al SUvREHOLDE KRS

DRALANCE SHEETSE

L ) kg I

Cimisa DT

14k]
o R I T Crnkilasg

27.2
220.5
159849.0
114.9
il.b

P

£

3

il

2.3

=

=
i

=]

154.2
147.3

301.5

B81.7
IGR.T
12.%
1262.7
1564.2

1S 1941
smillion smllinn
27.4 0.4
122,83 79.9
67.7 .4
342 29.6
- 59.2
251.6 168.5
25.1 20.4
2530.6 1120.1
2251.9 100458
121.6 -
8.7 -
2710.9 2145.3
20625 2313.8
N 1.6
191.3 123.0
- 715.5
2878 900, 1
BinR 1.4
JiR1L 5 256.5
0.y b5
12950 26K.0
12823 11681
13802 11457
111.8 117.4
q17.6 L i)
266.3 0.8
™57 11455
4.5 -
13802 1145.F

The Balance Sheets ade 1o e pead im0 compassinin wrih o ilee nesies fo and oaming Al il e Fimamaal skabrmeenis
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644

223
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12995
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10456

23394

24549.3

6.6
139.3

7755

951.4

1236.8
12325

111.8
D042

211.5

12325

=
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CONSOLIDATED ETATEMENT OF SOUBCES AND AFPLICATIONS

Fow e Yisw Expeo %] Dociveie

§ A |

OF FUNDS

19591 Reb
Naote Smillion Smillion Smillion $million
Soveces oF Fuxps
Funds from operations:
Inflows of funds from operations
Sales revenue 655.9 T00.5
Proceeds from sale of non-current assets 1.3 53.0
Other revenue 18.7 50.4
705.9 8129
Less outflows of funds from operations (274.6) {301.7)
Funds from operations 431.3 511.2
Increase in borrowings 239.4 4498.8
Decrease in non-<current recemwvables 0.9 -
Decrease in non-=current investments 2.6 -
Proceeds from share issues 739 183.5
Decrease in working capital - 26.2
Total funds which became available
during the year T48.1 1219.7
ArpLicaTiONs OF Fuxns
Expenditure on:
Land and buildings, plant and equipment 68.1 60.9
Exploration 74.0 109.2
Development 51.9 7.2
Repavment of borrowings 177.9 BE0.3
Dividends paid to = shareholders of Santos Lid 127.0 48.1
- outside equity shareholders
of controlled entities 1.5 3.2
Income tax paid 91.8 22.7
Increase in non-current investments - 139
Increase in non-current receivables - 2.7
Ouside equity interests in controlled
entities acquired 41.1 1.5
Increase in working capital 114.0 -
- 748.1

Towl application of funds during the vear

[28]



COMBOLIDATED STATEMENT OF SOURCES AND APFLICATIONS OF FUNDE (CONTINUED]

'-. Vi k -
jan] | LM
Smillion Smiliom

Fusps rros OFFrsarioxs
Reconciliation of funds from operations with operating profic’ (loss)

before immcome tax is as [ollows:

Funds from operations 431.5 Bli2
Abnormal ilems (2854.9) 18.5
1164 529.7

Less: Depreciaton | B3N
Depletion 054 qi.0
Amortisation of goodwill 5.0 1.5
Increase in provistons 8.4 [
Exploration abandonments - 15.5

Book value of non-current assets sold .= 40.8
Unrealised foreign currency exchange losses 13:1 14.3
Operaung profit/ (loss) before income rax 6141 2753

Ixcrease " (DEcRrT vsE) 1% Workexe oarrry

Increase (decrease) N CUrment assels;

Cash 48,3 (115.1)
Recemahbles (0.1 15.2
Investments 45.1 a7.7
Inventores 5.6 26
gx.49 {29.6)
Decrease in current linbilities:
Creditors and borrowings 15.1 3.4
.N-E'I! inn'c:uw (decrease) in working capatal 114.0 i 26.2)

Disposals or Casreonien EXTiTiEs

Amotnts included in this summanry have been affected by disposals of controlled
entities as follows:

Current Assels
Cash = (0.2)
Recemvables - .61

Mon-Current Assers

Land and buildings, plant and equipment . (4.5}

Exploration, evaluation and development expenditure - 1 25.5)
Current Liabalinies

Creditors - {1t
Net tangible assets disposed of (30.0)
Net proceeds recewved = 41.9
Profit on disposal - 11.9

[29]



B THD ARD FORMINE PART OF THE FINANCIAL STATEFMENTE

'5THH|!'-I oF Accoustesc Povicies
The sgnificant aceounting palicies which have been adopred in the preparation of these financial statements are:
fa) Bavis of preparation

i

L)

fdj

el

The financial stiements have been drawn up in accordance with the accounting concepts, standards and disclosre
requirements of the Australian accounting bodies, applicable Accounting Standards, the provisions of Schedule 5 to the
Corporations Regulations, and the requirements of law. They have been prepared on the basis of historical cost principles
and donot take intoaccount changes in the purchasing power of money or, except where specifically stated, current valuations
of non-current assets. The accounting policies have been consistently applied.

The consalidated accounts comprise the accounts of Santos Lid, the chicf entity, and its controlled entities. A listing of these
controlled entities is contained in note 18,

The effects of all transactions between entitics incorporated in the consolidated accounts are eliminated in full.

Investmentsin entitics, other than comtrolied entities, are recorded cither at cost or, where the Directors believe there has been
a permanent diminution in value, at net realisable value. Dividend income is included in operating revenue when received.

Intereus in unincorporated joint ventures are recognised by including in the financial uatements under the appropriate
beadings the economic entity's proportion of the jont venture costs, asscts and liabilities. The major intercsts in
unincorporated joint ventures are listed in note 19,

Ceoodeeril]

O the acquisition of a controlled entity, the identifiable net asets acquired are measured at their fair values. To the extent
that there i excess purchase consdderation representing goodwill, the goodwill is srtematically written off 1o operating profit
over a period not exceeding twenty vears.

Fareign exchange

Transactionsin foreign currencies are translated at the rates of exchange applicable at the date of each transaction. Monetary
assets and labilities held in foreign currencies are translated at the rates of exchange ruling ar balance date. To the extent
that such balances are hedged the effect of the hedging is taken into account. Gains or losses arising from such ranslations
arc taken to the Profit and Loss Accounts as operating profits or losses except where they relate to the assets and labilities of
overseas controlled entities.

Owerseas controlled entity accounts are converted info Australian currency as follows:

(i} For wlfsustaining operations, assets and liabilities are translated at the exchange rate existing at balance date and the
revenue and expense itema at the exchange rates applving at the date they were recogniied in the controlled entities” Profit
and Loss Accounts. Translation differences arning are included in the foreign currency manslation reserve. In the
consolidated accounts, gainsand losses on certain long-term foreign currency loans are transferred to the foreign currency
translation reserve. This transfer recognises that those foreign currency borrowings are matched by the net investment
in Overseas sssets,

() Forintegrated operations. monetary assets and liabilities are transdated at the exchange rate exisung at balance date, non-
monetary asscts and labilities at the histonical exchange rate and the revenue and expense items at the exchange ranes
apphving at the date they were recognised in the controlled entities” Profit and Los Accounts. Any profit or loss on the
ranslation of monetiry assets and lhabilities is brought to account in determining operating profit for the vear.

Property, plant and squipment
Froperty, plant and equipment inclades buildings, plant and equipment and exploration, evaluation and development

expenditure. Profits or losses resulting from the disposal of property, plant and equipment in the normal course of business
are brought to account as a component of operating profir.

All exploration, evaluation and development expenditures in respect of cach area of interes are accumulated and carried

forward if either:

(i} such expenditure is expected to be recouped through successful development and commercial exploitation of the area
of interest; or

(i) the exploration actiities in the area of interest have not vet reached a stage which permits reasonable assessment of the
existence of economically recoverable resenves.

When an area of interest is abandoned or if Directors consider the expenditure 10 be of reduced or no further value,
accumulated exploration expenditure is written down or off in the penod in which such a decision 5 made,

i

Finance leases, which effectvely ransfer 1o the lewee substantially all of the risks and benefits incident to ownership of the
leased ivem, are capitalised ar the present value of the minimum lease pavmmerits, discbosed as capatalised leases and amornsed
over the period the lessee i expected to benefit from the use of the leased asete A fﬂfi!ipﬂnim;'llihitiﬂ'l! alse established
and each lease payment is allocated between the principal component and the interest expense.

Operating lease payinents, where the lessors effectively retain substantially all the risks and benefits of ownership of the leased
items, are included in the determination of the operating profit in equal instalments over the lease term

[30]
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Capitalisahon of interest and forrym currenoy exchange perms and losss

Freproducuon interest, finance charges and foreign curmeney exchange gaitis and losses relating to major plant and
equipment progects under development and construction up 10 the dare of commencement of commercial operations are
capitalised and amorused over the expected useful economic fives of the Balities. Interest pald in respect of tt‘rrnp1t1tll'|-
Propecis 15 expenscd.

Amorhisahon

Depletion charges are caleulated wang a unit of production based on heat value method which will write off over the life of

the reserves all existing unamomised exploration and development expenditure together with fulure costs necessary 1o
develop the hvdrocarbon reserves in the respective areas of interest

Depletion s not charged on costs carnied forward in respect of ancas of interest in the developmen phase until production
COMMENCEs.

Depreciation s caloulated 1o write off the value of properm, plantand equipment over their estimated economic life. The rates
are revicwed and reassessed periodically in light of technical and economic developments.

Provesien for resloration
Provisions are made in the financoal statements for the restoration of areas of interest where gas and petroleum producton
is undernaken

Participation fartors — Cooper Basin, South Australic

There are provisionsin the South Australian Unitand Downistream Cooper Basin Joint Venture Agreements for a biennial
review of participation factors 1o be made and revenoes and expenses adjusied. Revenudes and expenditures have been
bronght to account based on the participation factors estimated by Santos Lid to be effective on and from | January 1987
These factors were the subjeot of 3 Supreme Court decesion earby in 1991, the stanes of which is discussed in note 26,

In additbon, an accrual has been made in the financial statements for the esumated fvourable profit impact of the change in
participation faciors anticipated o anse from the 1 January 1988 Beview and Adjustment.

Until the 1 January 1987 and 1 January 1989 Reviews and Adjustments are finalised, Direciors have decided not wo acernue for
the expected fvourable impact of the 1 January 1991 Bevew and Adjustment.

Tirvemione

Inventories are valued at the lower of cost or net realisable value after provision is made for obsolescence. Cost s determined

as follows:

(1) Drilling and maintenance stocks, which include plant spares, maimtenance and dnllmg tools wsed for ongoing operations,
are vaheed at average cost

i) Petroleum products, which comprnise extracted crude oil, LG and condensate stored in tanks and pipeline sistems. are
valued using the absorption cost methad.

Emplover benefils
The legal Bability to emplovess for annual and long service leave and worken” compensation s provided for in the financial

statements. No provision is made for sck leave.

Trramr [ax

Tax effect accounting is applicd wherebw the income tax charged in the Profit and Loss Accounts s matched with the
sccounting profit after allmang for permanent differences. Income 1ax on iming differences, which anse from items being
brought to account in differem periods for income ax and accounting purpeses, is carried forward in the Balanee Sheets as
a future income tax benefin or deferred moome tax Labailiy. Futire mcome @y benefits in respect of losses incurred are
brought 1o account where realisarson of the benefits of such losses is conudered to be vrtally cenan

Dieferred income
A provision 1s made for obligations under sales congracts 1o deliver natural gasin future penods for which pavment has alreads

been recenved. The full salesvalue of undelivered gas is provided over 4 penaod estimated o match expected delvenes under
thiese abligations.

Comparalir

Where applicable. comparatives have been adjusted to place them an a comparable bass with current vear figures
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1981 L] L] 1990

Sl Smillion Smaltion $emallion
@ Orexaring Revises
Sales revenue 6559 TS 4120 4127.2
Oither revenue
Overriding rovalty 14.2 123 17.8 14.9
Dividends received from related  partics
= whollv-owned contralled entities - - 375 50.6
= parthv-owned controlled entitics - - 6.6 13.6
Dividends received from other than related parties 1.2 138 11.2 138
Interest received and recenvable from related parties
= wholly-owned controlled entitics - - E 1.8
Interest received and receivable from other than related paries 11.6 173 . 0.5 3.2
Proceeds from sale of non-current assets
= property, plant and equipment 11 3.0 .8 1.2
= investments 0.2 500 0.2 a2
Oiher income 5.7 4 V.7 a5
TH5.8 ] R 154.3 5530
.ﬂrt EaTiNG PrROFIT
Crperaning profie before income 2% i arrived at after credining
the following items:
Profit on sale of non-current asseis 0.5 122 0.5 0.4
Reduction in provision for obsolete stock - 0.9 - 0.5
Operating profit before income tax is arrived at after
charging the following items:
Interest paid and pavible to related parties
- wholl-ownied controlled entities - - 90,8 120.0
lnterest paid or pavable to other than related parties
= on loans B4R 152.1 4.6 1.5
= on finance leases 1.0 1.5 0.4 0.7
Depreciation, depletion and amortisation of property,
plant and equipment:
= depreciation BB.6 gL 8 58,7 L.
- depletion 934 1) 30,2 43.0
—amorsation of capitaliscd leases 1.5 0 1.4 1.7
Asncatisation of goodwill 5.0 15 = =
Exploration abandonments - 15.5 - 7.6
Government rovalties and resowrce rent ax 55.8 49.3 8.0 228
Inerease in provisions
= future restoration costs 4.3 R 29 1.3
- emplovee benefits L5 28 .7 28
= deferred income b 28 1 22
Operating lease remials 4.2 4.3 76 25
Net foreign currency exchange losses (gains) (refer below) 1A 13 10.2) {0.9)

The amount of net foreign currency exchange loswes of §11.4 million (1990-51.3 million) for the vear incledes an unrealised
Ioss of S12.1 million { 1990-514.3 million} arising on the ranstoon of Habilites held in foreign currencics an vear enc and a
realised grain of $0.7 million { 1990=-51 3.0 mullion).

T E— e, — = e

Abmormal tema
Included in abnormal items are the following:
Write-down of carmving value of oil and gas investmenis

i refer notes B, 11 and 18] (234.9) - 1220.2) -
Future income wx benefit of a controlled entine not previously
brought to account {no income ax applicablc) - 19.6 = -

Future income tax benefit not previously recognised brought

1 accotit dise 1o change i legislaton (me moome tis

applicable) - T8 - 4
Restntement of deferved income tax lbiliny for dming

differences not previowsh recognised (no income tax

applicabile) = (5.9 C {(7.4)
Abnormal items before income 1ax (2849 185 (220.2) [2'_,|.|
Income ax eflect LR = 152 =

MNetatmiormal items for the vear {224.9] 185 | 205,10 {213
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Cossg i Saxvros L
(LI |k 19aj Jurta
Spnallism Sriillsen Samuillinig Fmillion
#l'nl.lm.'-. - .

frcome tax on operating peofit/{fas)
The prima facie ncome tax on operating profit before

abnormal items differs foom income EXpETISE

anel 1% caloulated as follows:
Prima facie income tix expense ar 9% B7.2 i g T2 L |
Tax effect of permanent differences which increase

(deciease) iNOOMC LiX eXpemne

Amortisition of non-deductible property, plant and equipmient 14,5 43 Ak 4.6

Amorusation of goodwll 2 [.5 - -

Rebate on divacdend sneome iy % T B 1189 3G

Nom-assesable receips - (6.4} = E:

Mon-dediscuble emas A} 2.0 0.6 0.5
Net effect of permanest differences 6.6 25 £ B (27.5)
Income 1ax cxpense vn current vear's operating prodit

betore abnonmal iteimns 10358 i 7.3 BT RL
Imcome ax under (over) prui"idﬂ! imn |1ri.m VEArs 30 4.1 52 LI
Income tax expense on operating profit before abnormal ema 1048 [} L 523 55.0
Income iax effect on abiormal iems LR - (15:2] -
Income tax expense on opersting profit/ (los) after

abnormal ibems 6.5 124 A 550
H‘:q:-m'lﬂ_lﬁh" yurrend acams fax
Balance at beginning of the vear 07 (1 L] 124
Transfer from income tax cxpense i 495 636 81
Prior vear under ! (over) provision ik 52 5.0 (.1
{ Pavment) /refund of income tix 1.8 (227 (4014 .8
Losses of controlled entitbes refunded | (unlised | = = 2l it 4}
Balance at end of the year E L a7 6.4 ETT R
Prornerom frr:ﬁn"n!ﬁ riceeRd [ix
Balance at beginning of the vear 1848 3192 L5510 Pl
Transfer from /(o) income 1ax expense e LN | (4 % 1 6.8
Prios vear under/ (oves ) provision .o S i1} 5.
Future income tax benefit not previousiy recognized browght

o acconint due o change m legstanon - i 7.8 - 154)
Recognition of deferred mcame tax lahiliny for nming

differences not previowsdy brought 1o accoum > &5 = i
Balance at end of the vear 9.5 Asg Ll 2501
The balance i provisson for deferred income tax is reduced
by the followang ameums arsimg from unrecouped s
lesaes in soume controlled entities 04 i . &
Funire noomie bex lerefil
Balance at heginning of the vear T i - -
Transder from/ (10} iNcome ax expense 13,91 a7 - -
Prior sear under/ (over ! provision i3 0.5 = -
Future income tax benefit not previoush recognased broughs

by ACEOAERL [RERE = -
Balamice at end of the vear Tl TR.T - -
Included in future mcome ax benefits are amounes arisng from
ek bsaes inn some controlled entities 1.4 17.6 : -

[33]



oL IATED Savros Lo
R 14 R 1 S}
. ivivesps Provioen forg o Parn
Interim dividend — [99]
The Darectors pasd a fully franked mienm dimidend on
15 November 1991 10 the registered shareholders in the
books at the close of business on 23 Oecrober 199]
Q.0 cents on each ordinary share
(9.0 cents in 1990 and paid in 1991) 1.5 el 41.5 4in1
0 cents on cach ‘B chiss share
(2.0 conts in 1990 and pasd in 1991) = 0.l = i
Total mterim diadend 113 4.2 4.5 4.2
Final dividend— ] 93]
The Directors declired a fully franked final dividend o be
paid on 19 June 1992 1o the registered sharcholders in the
boaks at the close of busimess on 59 Moy 19932
1.0 cenits on each ordimiry shure
(00 comes i V00 and pand im 19491 47.0 452 47.0 45,2
10,0 cents on each B class share
(100 cents in 1990 and paid in 1991) - i1 = il
Total final dividend 7.0 153 47.0 453
Todal dividend HH.5 85,5 .5 85,5
e Al
Cish = ALUD 5.0 108 o4 4.8
= L'sD T3 6.6 -
Th.a 7.4 04 4.8
. RECEIVABLES
Curreni
Trade debtors = ALD 2a.1 1ii 184 4.1
= L'S[ 4.9 he. o 5.1 226
Sundry debtors and prepavments 52.7 441 549 I7.3
Less provision for doubtful debas 10k {4y 100 (.13
Security deposits 0.9 8 0.6 0.5
1222 B 9.9 (IR
Neaw-cirrresl o
Security deposits {refer (a} below) 3.7 o936 154 16.5
Ohther loans (refer (b) below) 0.5 0.5 0.5 0.5
eher deposts 4.0 4.0 4.0 4.0
7.2 bl 0.4 L3 L)

#Im'nmwln
LTE T

(a) Secuny deposits have been lodged with the South Australiw authorities on behalf of the Cooper Basin Downstream Joim
Venture for the provision of roads and senices togetherwith the jetvar Pon Bonvihon, With the completion of these projects,
repavments by the Sune Government of deposits including an interest component have commenced over periods of up (o

20 vears concluding m 2003

b} Included in other loans is an amount of $506,000 { 199-8506,000), being a loan made 1o an executive director of Santos Lid
in accordance with the provivons of the Loan Scheme approved at the 19890 Anmial General Mecting.

Short=term deposits = ALD 381 -
-YEN TAR 67,7

Lasted shares in other entities b =
1154 BF.T

Nam-curmonl

Listed shares aned notes in other entities LT 234
Dieposits - CHF 15.6 12
.5 2306

Investments m contralled ennues (refer note 183 - -
=———— s WA
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Cirsninann Somos Lo

i 154k} L] 15}
Emilliom Seruillbinta Ermillhion Semallpsn
' IXvESTMENTS (COATINEI D)
Total market value of current and non<current investments
in listed shares annd mokes 1975 1445 197.5 1H_E_l‘,

——
— == —

The Directors have reviewed the carrang value of current and nan<urrent ivestments and where they believe there has been a
permanent diminuton in thew value the investments have been written down 1o net realisabie value, Investments in listed shares
and notes were wnitten down by 373 million ($7.1 million - Sanos Lid) and this write-down has been treated as a companent of
the abnormal item refating to the writebown of the carmang value of oil and gas tnvestments.

——
—_—— —

ISvENTORLE»

Pesroleum products 165 128 un &3
Dirillimg and moomienance stocks 4N o T I4.6 14.8
Presasion for obsalewence .5 (1.4 1.0} (1.07
A 2 L6 225
@ 0w Assers
Cacrrent
Amounts owing by related parties
= wholly-ownied controlled entities = - LR 378
= parth-owned controlled entties - - - LET
- = 392 384
Non-curment
Future meome tax benefits 7L R8T - -
Prorrris. Prast aan Eguirvest
Lavd and Busiding
At cost (refer (a) below) L 5.7 113 L7
Less accumulated deprecation 112,55 {11.9) 9l (5.5
s e ] 1451 134
Plant pad Equipoent
Al cost 14501 BT ] RLL S 9554
At independent valuation—]977 45.7 R 15,9 552
Capitalised leases V6.0 185 100 105
14K3.6 14864 6.5 o b
Less acoumulated depreciation i63EHY (i, 1) (528 1395.6)
HE0E RT0.3 574.0 2.0
Fiptar Lasn asp BEIEDistss Prast o ash Rt teviesa b P LR 5831 Gl54
Exrtoveanriox, Fvarvaron o Dyvepdoesis s
Exrrsnitymi
Areas of interest in which production his commenced.
At oo 1760 1664 1 b5 LT
Less accummlated depletion (43%.T) {362.9) P R Y {1997
Less write-down of carmving value irefer ihi helow) (27400 (] RI% (74
foan.7 129%.6 .7 424.6
Arcas of interest in the exploration and,; or evaluation stage
At chOst Traln Tl 130 LR
Less write-doswn of carmving value (refes () below) A (7.9 -
g A1 64,2 50 Hi
Torawl Exruodstaos, Evalbsbis vsmn
Devvrorsexs Exeysnetn i B R 13578 L s 4332
Fotan Prorieey, Prase ave Egr iruest (LA TRE 22514 Tikig, B 10456

{a) The Directors consader that the cureent vilue of the boddmgs are ae bea equal o ther carmang valie.

bl The Directors reviewed the carmang value of it propery, plant and equipment. A woate-down of $277.6 million (§41.3 million
= St Lkl Bas been made 1o reduce the carmang vilues o the estimated recove rable amosnis and this wite-dowe o been
treated as a component of the absorrmal item relating 10 the wite-sdown of the carmang value of oil and gas investmenis
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COsSOLIBATED Savron Lo
fLLTE L] 1941 iy
Smallian Emillsomn Smillbon $milkion
@ 1srancinies
Goodwill, at cost iG] [ 650 = =
Less accumulated amorsation (4700 (42.40 - =
114.9 12146 - -
' Crepitors axp Borrowings
Current
Rank loans ~YEN 734 - — -
Bank overdrafi - - 0% -
Trade creditors i | 54,6 9.8 349
Sundry creditors and accruals
= related pasties
= whollv-owned controlled entitics - - 2.8 -
= other than refated parties 43.% ja5 isd il
Lease liabilites 1.2 1.9 1.3 1.6
154.2 S, 0 il .6
Nonmrurrent
Bank loans =AUD 100 13430 = -
= L'sh RN 4581 - ==
=YEN - 67.7 - -
Promissary notes =AUD 21K 1461 - -
Euro commercial paper - AUD - ADLE - -
=150 62,5 259 = =
Lease liabdlities 4 7.0 LY 2.7
KR1.7 BT5.H 1.7 &3
All bank loans, promissory notes and Euro commercial paper are unsecured.
u PROVISIONS
Curnend
Divedends 4710 25,5 47.0 B55
Employee benefits 14.6 131 14.7 140
Income tax B5.T 9.7 61.5 408
1173 191.% 125.0 150.%
Non-current
Deferred income tax Ada,7 R348 "1y @591
Future restoration costs o .7 158 159
R, T 405 T56.5 27950
.{hlnn Lismiparues
Curren!
Amounts owing wo related parties
= wholl-owned controlled entities = - 7155 T75.5
Non-cnrrent
Dieferred incame 124 0.7 0,8 b
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G InATED Sanmos L
1984 NSl LT 1950
Amillsen Emullson Srmllion Serallion
' Stakr Carira
Anthoryond ceapiral
1, e ) W0 o T | i e R0 i basmafied shiares of 256 each LT 4§00 5 Sb 4097
T 00 | ] 900 OO0 0000 B class shares of 23%¢ each - 0y = 04
S00.0 SiH3 A S S o)
Tivund capital
460 518159 { 1900446 065,047 ordanary shares of 25¢ each 7.4 1L5S 1154 1115
1O 00 e § 00 (00 B ¢ Lass shvares of 25¢ each = 0% - oA
2338500 (| 1990-3, 350 250) ordinary shares of 25¢ cach paid 1o 1€ = = - -
117.4 1= 1474 1118

Frcreatie in oovwed share cpetal
During the vear the following ordinany shares (fullv pad) were allotted to Santos Led shareholders under the Dnadend

Remvestment Plan:
Dhate

4 January 199]
15 July 1991

15 Nowvembser 1991

Mumber of Shares

5,678 500
FA448. 118
8,306,698

Premium per share

£3.01

$2.51
$2 85

00,000 *B° class shares (fully paid) of 25¢ each were re<claaified as ordinary shares (fully pard) i accordance with a special
resolution approved by sharcholders at the Annual General Meeting on 17 Max 19491,

116.750 ordinary shares (paid to 1 cent) issued under the Santos Executve Share Plan were comverted 1o fully paid ordinars shares

during the vear.

100,000 opdinary shares (paid to | cent) were

wareed on 18 December [99] w

S —

.Rl-lnn

nider the Santos Executne Share Plan.

Share premiwm 956.9 RES 6 956.9 HA8 6
Asset revaluation 14.9 f40 14.9 148
Capital L% 59 57 5T
Foreign currency translation 190.4 g2 - =
a5s. | 2156 b ] e 2
Moz thm'rlg the whzr
Sﬁm‘rprmn
Balance an beginming of the vear REK.6 167 SRE.6 167
Dinvidend reinvestment plan i 174 (=N 174
Share 1usmes 03 1.1 0% 1.1
Rights issue = 1534 - 1554
Balance ar end of the vear 956 4 EEE Q569 £RR6
g mm
Balance at beginning of the vear 14.9 16,0 14.9 1459
Adjusament for exchange rate fluctuations - 05 = -
Net adpustment on disposal of a controfled entity - i) e =
Balance at tnd;l qlhr vear 14.9 f49 ) 11.9 149
Forrpn cureniy pansdaton
Balance at beginming of the vear 8.2 13 - i
Net adpustment on ranslanon of foreign controlled entities .0 4.5 - -
Transfer to remined profits "‘-2_ - 3 B =
el 10.4 %9 : =

Balitee at end ﬂ-l' the vear

e —




@ IxvesTmExT I8 CoxrroLien EXTiTies

Dieeails of lnvestmenta
in Shases Comtrbution
Mace of Beneficaal Book 1 Consolidared
Incorparanon InierTen Valuse Profit/ | Loss)
1951 1540 155 15k 1541 Gl
Name b 1 Smill Fmill Smill Sl
Santos Lad (Chief Entity) SA [72.2) 154.2
Controlled Entities
+  Alliance Chil Development Australia N.L vIC L 104 167.7 1077 b (0.7}
Whally-vumed controlled entities of Allinsee Onl
Development Austrabia NI
+ Alliance Minerals Australia N1 VIC i 0o - - 0.1 02
& Allianee Petrodewm Australia M0 VIC 160 100 - - 15.7 92
. Alliance Perroleum International Lud VIC - I 50 14 - = [0.4) (0.4}
- Alliance Petroleum New Sealand Lad ML {ilY 1 - - - [4.3)
+ Alliance Resources Lud VI L 143 . - i7.mj (.53
¢ Boson Long Hedyges Finanee Pry Lid VIC 1 104 - = - -
= Hellver Mining and Exploration Pav Lud TAS il5 104 - - - =
+  Peko Ol Lad # VIC il (LET 246.7 4185 {53.8) 24.2
Whally-onmiad comtrodied rmdities of Peko Okl Lig
* Peko Bunyu Prv Lid VI L0 100 - - = {4.5)
o Peko Exploration (UK) Lad Uk 1on 100 - - 0.5} -
» Peko Chshore Lid BER 1o 103 - - .2 i3
Peko Petroleum (UK) Lod UK - = - - = (4D
- Weeks Exploration Company LI54 L L - - (0.7 24
4 Weeks Java Sea Pry Lid Vic 110G 13 = = = =
+ Reef Odl N.LL NEW EHY 100 Ba.Y BT 3.8 25
+ Bantos Exploration Pry Led VIC i Limd 34 54 .7 {1.6)
4 Sanuos Facilities Lid B j 0 143 - - - -
Santos Finance Lid NEW 100 100 70.0 TO.0 (1.2} 11.5
4+ Sanuns Indonesian Holdings Py Lid BA i 100 - = - =
*  Santos Niugini Exploration Pry Lid PMG e 10 H.5 B2 (LA (0.1
+  Rantos (M.T.) Pav Lad AT 10 13 4.8 148 ib.&) 849
* o Bantos Ol Exploraton (Malaysia) Sdn Bhd MAL L 110 0.2 0.2 (L8] =
4+ Bantos Petroleum Py Lid NEW LU 10 69,3 69,3 3.0 (1.9
+  Banros Resources Prv Led LDy L L - - - -
# Bamgos (Uk) Lid UK EHY 1) - - - =
Santos (Loca91-10) P Lid ACT I o0 - = - - -
Sanuns | Loca 91-111 Pov Lid ACT [ = - - - -
Vamgas Lid VI LK ] Kl 1904 1645 17.9 %0
+  Worldwide Assets Lid BEW i 103 u5.4 LR 1.7 (7.3}
Whodly-mened controlied entity of Worldetde Aseets Lid
+ Western Australian Capital Holdings Lid Wwa 10 10 - - - -
Cicher cordrolled enlifien
Latec Investments Lid NESW TR il 24.2 146 i0,2) 0.4
Wholly-amesiod controdiad rmiities of Latee Fnvestmenic Lid
- Astrascale Lid Uk 7H LE - - - -
+ Comsery (No. 37) Py Lid NSW 7R 1 - - - -
* Doce Pry Lad LD TH fil - - 0.l =
B Flinders Petroleum M.L. VIC 7R Bl - - - -
Whotly-owmed rotrolind emtrties of Flindpry Privobram N
+ iCanso Resources Lud WEW Th LE | - - I 1.5
. Farmout Drillers N1 NEW ¥H 61 - - ns R
Consolidation adpustments comprising
climinations of intercompany dividends and
investment write-downs and goodwill amortisation 6.4 {67.5)
a)%.2 1044.6 (1n8.2) 161.3
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']hﬁ'r_“inrtﬁ:l i CosTRoLLED Extities (COoXxTIixUED)
Miotes:

# The book value of Santos Lid's investment in Peko Ol Ltd has been written down in 1991 by $171.8 million 1o reflect the write-
down of the carming value of 01l and gas investmenis

* Entities audited by overseas KPMG Peat Marwick member firms

+ Controlled entities referred 1o in the Directors” Statement which have been granted relicf from specified accounting and
financial reporting requirements in accordance with a Class Order.

Place of incorporation

SA = South Australia UK = United Kingdom NSW = New South Wales  NZ - New Zealand
ACT - Australian Capital Terntory  PNG = Papua New Guinea VIC - Victona BER - Bermuda
QLD = (hueensland L'SA — United States of Amenica TAS = Tasmania MMAL — Malaysia

WA = Western Australiy

(i) Investments eliminated by rounding;

1991 1550

L $

Boston Long Hedges Finance Prv Lid [ 12
Hellyver Mining and Exploration Pry Lid Ta1a f
Santos Facilities Lid 3 5
Santos Indonesian Holdings Puy Lid | |
Santos Resources Pry Lid 2 2
Santos (UK) Led 171 171
Santos {foca 91-10) Piy Lid 4 -
Santos (Zoca 91-11) Pry Lid a .

e ———
m—
—————— — ==

(ii) Acquisition of controlled entities
Santos (Zoca 91-10) Pry Ltd and Santos (Zoca 91-11) Pry Liud were incorporated during the year.
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‘I'»:n'n-u 1% JoINT VENTURES

{2) Santos Lid and iss controlled entities have combined interests in the following unincorporated joint ventures:

Average
Joint Venuure Principal Activitics Interest
%
SA/Queensland Block Operations Oil and gas exploration and production L]
{incorporating PEL 5 & 6 (5A) and
ATPI59/ATP488P (Qld))
Bonaparte Basin Ohl and gas exploraton a7
Cambaodia (CBA) Onl and gas exploration pa
Carnarvon Basin Oal and gas exploranon and production s
Cooper Basin Unit Uil and gas production 55
Cooper Basin Ligguicd hvdrocarbon transponation
Downstream and processing 53
Gulf Coast - USA Ol and gas exploration and production 3
Jackson Moonie Pipeline Ol transportation 24
Malavsia (PAI4) Ol and gas exploration 15
Mereenie Ol and gas production 21
Mereenic Pipeline Ohl transportation 24
Palm Valley Gas production 28
Papua New Guinea (PPLS1) Oil aned gas exploration 15
Timar Gap il and gas explomation 20
Timor Sea Ol and gas production 20
Ol and gas exploration 3
United Kingdom il and gas exploration B
(b)) Santos Lid and its controlled entities” share of assets and Habilities of the joint ventures is included in the Balance Sheets
under the following clasafications:
CONMMIDATED Sawtos Lo
1991 14530 1] 1500
Smillion $million Smilkiom Senillion
Non-<urrent assets
Buoldmgs, plant and equipment E57.0 BT4.T 581.7 8.5
Exploration. evaluation and development expenditure 1114.7 13578 417.6 453.2
Recenahles 2.7 236 15.9 16.5
Towml non-current assets 1994.4 2256.1 10152 1055.0
Current asseis
Recevables 215 10,8 .0 74
Inventorics 234 223 14.6 145
Towl current assets 50.9 330 426 '
Total asseis 2045.% o801 1057.8 J080,2
Current liabilities -
Creditors and bormowings 2.1 5.4 19.4 H1
Met mvestments in jeint venires 2013.2 s v 10384 1044.1
(e} The amount of contingent habilities and capital expendinre o o
COMIMIMEns in respect of unmeorporated joimt vennures s
Capital expenditure commitments 55 45,6 3.9 54
Contingent liabilities .7 5.4 22.7 218

(d} Disclosure of the profit or loss contribution of unincorporated joint ventures s required by Schedule 5 Clause 34010 of ihe
Caorporations Regulations. Santos Lid and its controlled enmnties are imvolved m more than 80 such joint ventures throughout
Australia and overseas, several of which are not accounted for separately. The Directors consider it neither practical nor

possible o idennfy the profin or loss contribution from each mdmwadual jomt sweniore.
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ﬂﬂ.u ATED ParTiES
Information pertaining 1o relaed party ransactions not disclosed clewhere in the financial statements is as follows:

Directors
Directors of Santos Lid and their shareholdings in Santos Lid are disclosed on pages 22 and 25 of this Annual Report.

The Executive Director, Mr N R Adler, was a participant in the issue of Plan Shares under the Santos Executive Share Plan.
Mr M B Adler also has a loan from Santos Lid. Interest recemved on this loan wialled $32.800 | 1990-513,705).

Agreements exist with the non-executive directors providing for the pavment of 2 sum on retirement from office as a Director in
accordance with shareholder approval at the 1989 Annual General Mecting. The amount provided for the year was 5290, 208
(1990-875,625),

Other Related Partics
Other related parties comprise Vamgas Lid and Latec Investments Ltd who are panv-owned controlled entities of Santos Lud.

Santos Lid receved management fees during the vear of $1,740,000 ( 1990-51,710,000) from Vamgas Lid and $1.144,800
(1990-%1,100,000) from Latec Investments Lid in accordance with management administration and technical senice agreements
in place with these controlled entities.

Sasvros Lo
e L=l
Srmillaen $midlacn
Controlled entities
All amounts owing by or to wholly-owned or parnth-owned conrolled entities are for loans
made on interest free terms for an indefinite penod with the exception of:
Amounts owing to wholl-owned controlled entities 712.0 7673
These boans were made in the ordinary coune of buskiness on normal market terms and conditions.
CaisssUIDATED Savtos Lo
194] [RLE 1] (R FELE L)
R0 FeH) 000 H0au)
ﬁﬂmr: Tors' axD EXECUTIVES RENMUNERATION
DimEcTORS
Amounis received ar due and receivable from Santos Lad
and its controlled entities by the Directors of Santos Lud
and Directors of each of s contralled entities 1.5549 1,694 a8 RO
Mumbser of Direciors whose remuneration was within the
following bands:
S00's Ma. M,
0 =110 1 2
20 = 30 4 [
A0 — 4 3 =
40 - 50 J !
B = T | 1
RO —H000) - |
Bl =650 =
SUPERANNUATION axp RETimEMENT ByNErfiTs S000 $D00 000 000
Superanniuation contributions provided and retirement
benefits paid in respect of Directars. The Directors beliow
that the provision of full particulars wonild be unreasonahle 180 430 sy 348
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.HIEH TORS" AND EXECUTIVES' REMUNSERATION (COXTINUED)
EXECUTIVES
Amounts received from Santos Ltd or its controlled entities
by executive officers whose income is $100,000 or greater 4403 4125 4,493 1,540

Number of executive officers whose remuneration was within
the following bands:

SO0y Mo,
10-110 B
11li=120 3
120-130 5

130140 2
1
1
4
1
1
|
I
1

l-lﬂ'ihlg

i = #2 =i =~ :

140150
160-170
170-180
190-200
20K-210
210-220
220230
250-240
260-300
300-310
310-320

bt g e
L | = 1 & -

R T T 1 195

. REMUNERATION OF AUDITORS
Amounts received or due and receivable by the auditors of
Sanios Lud for
= audit services 04 i3 0.2 2
- other semices 0.5 (b 0.3 4

0.8 04 0.5 0.6

Amounts received or due and receivable by auditors other
than the auditors of Sanios Lid for
= aupdin services 0.1 0.2 - -
= ather services 0.2 02 - =

.5 .4 i L

SEGMENT Rerorrine

Santos Lid and its controlled entities operate predominantdy in one induwary, namely explortion, development and marketing
of hydrocarbons, and in one geographical segment, namely Australia. Revenue is derived from the sale of gas and ligquid
hydrocarbons.
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Sonilliom $milhon Lmillion Smillkon
‘I'!uﬂu ITMERTS FOR EXFENDITURE
{a} Capital arssiifents
Conuracts for capital expenditure on plant,
equipment and buildings for which no amoums
have been provided in the accounts:
Dhue modt Later than ane vear 16.2 9.0 32 54
& Lease commibmeniy —
Finance leases
e ot later than one vear 1.8 A4 1.4 21
Duse later than oive vear bat fot later than iwo sears 5.5 2.1 0.8 L4
Due later than two vears but not later than five years 1.7 6.5 1.5 L5
D later than five vears - (LT - 05
Total commitments under finance leases o 122 1.7 55
Less future finance charges L4 (2.8) 0.7 (1.2)
Finance lease labalire 7.6 94 3.0 43
Operating lees:
Due nof ket than one vear 4.1 1.2 26 25
Duze Tater than one vear bus pot Later than two vears 5.4 4.3 24 2.6
Dase later than two vears bt not Bater than five vears B 114 fi.6 [
Dhie laner than fve velrs 4.4 1240 b AL 6.6
Total commitments under operating beases 0.4 o 149 1940

feh Santos Lid and s controlled entities have certinn obligatons to perform mimimam exploiton work and expend minimaem
amounts of money on such works in petrolewm exploration permits, production and related Geenoe areas. These obligations
may be varied from time o tme subject to approval and are expected 10 be fulfilled m the normal course of operations.

.!i.l.'pnr.u-.";l' ATION LOMMITMESTS

Santos Lid and certabn of its controlled entities participate in 3 number of superanmuation funds and pension plans in Ausiralia,
United Kingdom and United States of America which prowvide benefits either on a defined benefit or csh accumulation basis for
emplovess or their dependants on retirement, reagoaton, wal or permanent diablement or death. The emphovers and
cenplovee members both mbke contributions as specified o the miles of the respective funds.

The assets of all funds were sufficient 1o satisfy all bepefits which would bave been vested in the event of termination of the fund,
or i the event of soluntary or compulsory terminaton of the emplosment of cach emplosee. The following 5 a review of the
significant emplovee beaekit plans

Name of Tund Santos Retirement Santos Staff  Executive
Plan Superannustion Fund

Tyvpe of benefit Cash accumulacion Dretined benefits and
benelit s accumiilation

Basis of contributions Percentage of Percentage of membser’s
member's wage salary contributed by member and emplover,
comtrabmted by membes The emplovers percentage reflects the amount
and emplover recomimended by the Aoty to prowide

the delined benefin,

Emplover's legal Enforceable sulyec Enforceable subject o right to cease

obligation to contribute 1o reght o cease commbutions contributions on written notice to the Trustees.
o el Dess tham ome mornith s Thie actuarui] review comcluded (han the Fongd
preice bo the Titstees hias 3 surplas of asscwn over liahilities and

recommended that Santos Lid reduce emplover's
contribnitons ap antl the resulis of the nexit
actuarial review are knosn, This independent
achvice has been accepted and defined benefia
contributions have been suspetided accordingly.

lLast primearial assessment Nost applicable I Jamury 1999]
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LR 1 5rK] 19%] 1540
. CosTINGENT Lianicrries
Contingent Habilities arising in respect of other persoans:
(i) Performance guarantees 7.6 .6 74 6.5
(i1} Emploves service agreemenis K] .5 K] 0.5
(i} Claims have been lodged mcluding the following:
{a) claims for loss and damage arising out of alleged
breach and repudiation of contract and i o 8.7 04 0.4 04
(b) clakms for los of contract 154 184 14.9 149
45.6 6.3 256 w3

Legal advice in relation 1o the claims lodged above indicates that on the basis of available information, liggation imvoling major
claims i unlikely o be successiul and that seidement of minor claims is unlikely 1o exceed $600,6K on o consoiidated bass,

In June 1991, the Full Bench of the Supreme Court of South Australia allowed an appeal by a party to the South Australian Uniy
and Downstream Cooper Basin Joint Venturesagainst an carlier decision of justice Bollen in the Supreme Courtof South Australia,
concerning the validity of an adjustment o the participation factons in the Cooper Basin Joint Venture, as a1 | January 1987, The
effect of the order is that those participation factors are 1o be redetermined. The Directors believe that the 1 Janary 1987
participation factors when redetermined will not vary significanily from those factors as previously calculated.

‘ Ecososic Derespexcy
There are inexistence long-termn contracts for the sale of gas, but otherwise the Directors believe there is no economic dependency.

0 Post Bataxce Date Evixrs
In Nevember 1991, Santos Lid announced unconditional akeover offers for the shares in is parth-owned contralled entites,
Vamgas Lud and Latec Investments Lid, which it did pot already own. On 14 February 1982, Sanios Lid moved to compulsonly

acquire the remaining shares in Vamgas Licd,
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STATEMENT BY DIRECT

1. In the opinion of the Directors of Santos Lid:

(a) the financial statements set out on pages 26 10 44 are drawn up 5o as to give a true and Fair view of the results for the year
ended 31 December 1991, and the state of affairs as a1 31 December 1991, of the company and the econamic entity:

(b} the consolidated accounts have been made out in accordance with Divisions 44 and 4B of Part 3.6 of the Corporations Law;
anel

(e} at the dare of this statement, there are reasonable grounds wo believe that the company will be able to pay its debis as and
when they fall due.

2. The financial statements have been made out in accordance with Statements of Accounting Concepts and applicable
Accounting Standards

3. There are reasonable grounds 1o believe that the company will be able to meet any obligations or Habilities to which it is ar
may become subject by virtue of the Deed of indemnity between the company and certain controlled entities pursuant to a

Class Order. Refer to Note 18 for further details.

DirEcTom DirgcTok

Sigmed in accordance with a resolution of the Directors:

Adelaide
30 March 1992

INFEFENDENT AQDIT REFQRT TD THE MEMBERS OF SANTOS LTO

SO
We have audited the financial statements of Santos Ltd for the vear ended 31 December 1991, The financial statements are set out
on pages 26 to 45 and consist of the accounis of the company and the consolidated accounts of the economic entity, being the company
and its controlled entities. The company’s directors are responsible for the preparation and presentation of the financial satements
and the information they contain. We have conducted an independent audit of these financial statements in order 1o express an
opinian on them to the membsers of the company.

Our andit has been conducted in accordance with Australian Auditing Standards i provide reasonable assurance as to whether
the financial statements are free of material misstatement. Our procedures included examination, on a tes basis. of evidence
supporting the amounts and other disclosures in the financial sasements, and the evaluation of accounting policies and skgnificant
accounting estimates. These procedures have been undertaken to form an opinion whether, in all material respects, the financial
statements are presented fairly in accordance with Australian aceounting concepts and standards and samtory Fequirements so as to
present a view which is consistent with our understanding of the company’s and the economic entity's financial position and the results
of their operations.

The names of the controlled entities audited by overseas KPMG Peat Marwick member firms are se1 out in note 18,

The audit opinion expressed in this reporn has been formed on the above hasis.

LUmEtT LIriNIoN
In our opinion, the linancial statements of Santos Lid are properly deawn up:
(&) =0 asto give a orue-and fair view of;
(1) the state of affairs asar 31 Decembeer 1991 and the results for the vear ended on that date of the company and the economic
entity; amnd
{ii} the other matters required by Dinisions 4, 44 and 4B of Part 3.6 of the Corporations Law (o be dealt with in the financial
SAlETETLs;
(bl in accordance with the provisions of the Corporations [aw; and
{ed  in accornbince with Stlements uI.-‘nt:uuming f'..-::ll:h:l:pl.'h winil -I.PFH!.’JHE ALE ounting Standards,

epm§ FPamt oo, ﬁﬂ

KEPMG Peat Marwick W, Dumisfonrd
CHARTERED ACUDUNTANTS PagTyeR
Adrelaide,

50 March 1993
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INFORMATION

BTOCE EXCHAMGE AMD SHAREHOLDER

Listed on Australian Stock Exchange az 20 March 1992 were
A69,609, 673 ortlinary shares. Unlisted are 100,000 ¢ Lass "B shares,
1667 500 partly paid Plas '0° shares and 1 574500 parthy padd
Plan "2 shares. There were 31,755 holders of all ¢lasses of issued
shares {inclhuding 1 B Clws sharchobder and 76 bolders of Plan “0°
shares and 74 holders of Plan 2 shares) compared with 26,400 5
vear earlier,

The listed ssued ordinary shares represent 99.95% of the
vohng power i Santos. The hioldingsof the twenty lirgest holders
of shares represent 56.5% of the total voting power in Sanios | last
vear 640 ).

The 20kugest sharcholders in Santos asshown in the Company's
Register of Members ar 20 March 1992 were:

L L

& ol

Mame Meintsbaer od
fudly praiadl Voating
Shsres {'_1F|iu|:
Matkoial Nominees Limited 51,491,070 1.0
ANE MNominees |inited 44,5596 508 a4
Pendal Nominees Prv. Limited 27 160,484 58

Ansrralian Munmal Provident Sociery
(No. 1 ase)
Chase Manharmn Noeminees Limited

24,657,177 5.2
22504, 307 4.7

Bank of Mew South Wales

Nominees Pry. Lad. [ 3
Australian Mumal Provident Socieny

(Ne 2ase) [0 630, 252 24
State Authorities Superannuanon

Bhovard - N5W RA52. 717 1.8
CBA Nomitees Limated B340 162 1.8
Smte Givermment Insorance Cosfimiaspon 5,972,574 1.8
Queenstand lnwvestment Corporation 7902 647 1.7
ISMG Nominees Py, Limited £ 4 16,060 1.4
MLC Life Limited i3T5 6RT 14
The Matsomal Mutual Life Assoebation of

Australasia Limired 5230 108 1.1
Cewernmicnt lnsurance Office of

Moo Sl Wales 48820 L
The Colonial Mutual Life Asurance

Sociery Limited 4045, 197 0.5

Pearl Assurance PLE T 1L T ey i

Ausiralian Mumml Provident Sscien

™o 3a¢) 3,439,950 .y
The Prudential Assurance Company Lid. 3335 084 07
furich Aostralian Life Insurance Limsited 1,123 a0 07

264472955 56

in

The following interests are vecorded in the Company’s R.-.-g_il-tl.-r of

Name Aitideeu Mae mal voding
ahiasis kel
Australian Mutial 1-3 Phillip Street
Pronddent Socicty Svdney NEW 2000 41 B6H BTse
Bankers Trusr /= Level A8
Auszralia Lid. Anistralia Sejirare
Svdney MNSW 2000 S RS
The Capital Group Tnc. 333 South Hope St
Liss Angeles
California 1754 A0

*The Australian Mubieil Providesit Society has also notifed the
Company inaccordance with the Securities dmendment Act 1935
(New fealand) that it is a substantial sharcholder by vriue of o
having a relevant interest in the shovementioned dhares

Yorise Bionrs
Except as set out in Aricle 11 detailed below im respect of B Class
shares, Articles 83 1o 58 of the Company"s Memomandum & Articles
ool Association detal the swoting nghis of members. The Articles
indicate that on a show af hanids, every member present in peran
of bv representative or the attomey of & member shall have one
vt and upon & poll subject o certain conditions detailed in the
Anticles every member present in person or by altormey, proxy or
representative shall have one vote for every fully paid share held,
Parsuant to the Rules of the Santos Executive Share Plan, Plan *2°
andd Plan “0° shares do not carry any voting rights except on a
proposal 1o vary the rights atached to Plan shages.

Article L1 set out below confers special nghts 1o the holders of
B Class shares - = Noosithstanding any other provision of these
Articles upon a poll on any resolution 1o repeal or 10 amend any
of the following provisions, namely, the provisions of Article 2
which define “AGL" and “AGL Subsidiary™ and Aricles 8,9, 10,11,
VL 1A 14 T4 and 98, the B Class shares shall collectively confier on
the holders the right 1o such numbser of votes as shall be equal 1o
twenty six seventy fourths of the number of votes ar a poll
conferred by all the siher issued shares on the holders thereal
and cach holding of B Clas shares shall confer the right o a
rateable propormion of the votes thus collectvely conferred.”

RyapTs oF AFPOISTULNT

i for B Class shareliolder )

Article 12 confer the right on AGL and its subsidiaries while thes
hiold the whole of the ssued B Class shares to appaing one person
s a Director. It also confers the right 1o remove or replace the
person it appoints s a Director, Unless previously termimated by
agreement between the Company and AGL, these mighiis will
expire o Sl December, 2006

mLUMMARY bF Suaml HEdisTERS

See outsade back cover

SrcE Exomasis Listevics

The Company'sissued ordinary sharesare listed on The Australizn
Stock Exchange Limiuted and the Home Exchange is Adelaide,
The Comnpany’s shares are also lsted on the New Zealand Stock
Exchange.

American Depository Receiprs (ADR) issued by Morgan
Cotnaraniv agains Santos shares held are sponsored and quoted on
NASDAL ( National Association of Securities Dealers Ine) i USA
under the sankbsol STOSY, Each ADR unit represents four ordinarny
Santos shares

ASNALYEI® 30 LWL ||-||r| WHAKES « BAsGre o
EITEY A" ||iI!l
Fully Pakd % af T ol
Oipghinars Halders Shares
shLires e kik
B { Huslders )
- 1,000 - 12,832 0.6 14
LWL - o (R J 4,245 4152 T2
5060 F -1 W) 2.5 51 158
100 & over (0 il 7.5
Tatal No. 31,605 100.0 100.0

* There were %93 sharcholders who held bess than 100 shares
whieh at the current market price was deemed tobe the minimom
miarketable parcel

For Direceor=” Sharelssldings see Dertd o’ Statutory Repor.
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Bannirs oF On axp Basnpis of
O EguivaresT

O b sl b e Barvel, s prsctiee whidch dates back o the
eunary s o b the Linited States of Asetica when oil

s sbapedd i barveks of 42 LS galhons. A barrel s equivalem

e 1500 Lrrws e 35 Chenprerial’ gallom

Hydrocaibon products kncluding nairal gax LG und
wonderman can be measired by solime, snengy conend of
weght. The lhquid produces of condemane and LPG are
ostally iewsived b barrels and iines respectively.

Alihwough (hese are lifferent comventions fis measiring
todtrocarbean producs, i s possible o compuare quantiies of
il b cobrve rtiogg 1lhese pveassrenm 10 LS W10 & Comrmisg
unit based oi helr enengy coment. This commion unii i

wallid a barvel of off equivalent (BOE). A BOE i the amoun)

ol energy & barrel ol ol generaies when bamed. The energy
wottent of diferent nadrocarbons can b compared b erms
of how many My & parmcolan guantity of lydrocarbon
ot comtans. The quaniiny regquied 1o geneiaie ooe
IMOE vaaties bartseeen ivdsoncanbon prosdue s the folliiog
nhmmrﬂuhmnﬁmmumﬁnmu{hpm

Sales G | petajoule o ETLANT RO x (0P
I taftlon cobic fee = Ill II'II'-'.II'I (115

ﬂuﬂuw\lphl.lm
| barrel = 0,035 BOE
WG o - A3 BOE

Bxhane: ltﬂlmnll#ﬁﬂ 480 865 BOE x 10

F'l!'l'-,l.]ﬂl.]l.l.l AND GIGATOULES
Joules are @ metre measnrement of energy and the
meaniresnernt by which Sanios sells its gas. A gigapoube is one
Rilbicai 1 00000000 jonnles on 1 Kilojoate x 10F. A petajoule
i cqual 1o one million ggagonkes or 1 Kilopole s 107 The

erpibvalent bnperksl measur 0 joules are Britsh Thermal
Units (BT, One kilojoule = 08478 BT

Proven axp Proranis Reseavies
Uil ol wrvel gus are acmally secovened from e grouml,
measurmentol the quantiny that can be ultimarely revovered,
ihe reserors, can only be made by estimation. Reseroes
estioiies pely on setambc surveys and the deilling of wells,
which mav be hundeeds of metres apart, (o0 pooside
kndormaron on the ol and gas reservoin which e several

EXFLANATONY NOTES

Lilometres below ihin eanh’s sorface.  Aa the infurmation
promided by hese sonrces i imitod. peserve estimates are
ellasmified] aw v ilking b the cotifidenoe with which the estimaie
can be made,

Prowed reserves are definod by the Ausorabian Suock Excluage
@ these rewerves thal, b8 high degree ol cermalin, am
reconerable, sl comimiercial rstes, noder preseniih ulluip.ltﬂl
prrodiuction methods, operating condithoris, prices mnd cones
Prohahle reserves are defined by the Australian Stock
Exchiaiige s iose rescrves that iy be reasanahiy assiimed
oy oxisg bt of geopbnsical or geodogiou] inlications aod
drillimg done m regions which commm poowen resemes,

Cooren Basix Usir Jouxt Vixtore

The exploration vights to (he Conper Basin rogion of Sodath
Aumtralia were origimally held by Santos alone. Chbier
cvanpasibes gained nterests o parts (hlocks') of tie pegion
b fisincding explivation. Esch of (hese bilocks was & new,
sepErE EE e,

Caas satles onmmiene el b Aabiebatobe b TR0 from e block By
the carky 1970 s 0 munnber of additional gas fiekds capahile of
supphing gas had been discoverod m several mher blocks
atbel 8 xales comniract for the stpiply ol gas o New Soaith Wales
e been conclnded. The South Ausiralian Cooper Dasin
Uit createdd to, i effect, amabgamate the g reseroeal
these blocks and provide for their dewbopiment ander a
sktiggle joskint weniture ["The Uit )

The isgterest ol th various cotmpanies i e Lol ane reviowed
anil mdjusted periodicalls o esenially petlecn sstimanes of
reserves i each blisk,

Seesvio Survevs aso Towee
Pruessionar SeEissio

Sedmmbc A are usel o gakn o anidersiandig ol ock
formations beneath the cartl's sandace
3l gom e Belbeved to b the remabne of decomposed
pabanst winid svional st biried bondeeds of milhs of vears
aiti andd trapped heneath the canh’s surface, By contdocting
a wriviie sorvey, ofl and gas cxplorers are abilbe i obiam
inchications of whethor the sock formuthomns woiabd be capabile
of trappiing oil and gas snd the depili of the formanons
Pheee domeenasamal (51 ) seasmeo ma mebarmely ew wechnigor
which enabiles the commpdlation of ihree dbmenssnal imdges
of vock formatkons compared with the o dimensional
image provided by comventional seismic, The greater accurcy
of ithree dimermabonial stemie wind thie betier bnoge i proviiles
il winick Diwrroatboies alllsmas ofs s soctarmbe tmigriing o wrells
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