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INTROBDUETION BY CHAIAMAN, SANTOS LTD

Santos achieved historically good operating results in
1991 with sales revenue and after tax cash flow being the
second highestonrecord. Operating profitbefore 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 Timor Sea interests. The possibility of
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thiswrite-off was foreshadowed in last year’s Annual Re ]}m'fl.

Notwithstanding this write-off, Santos remains committed to
maintaining asubstantial programme of oil and gas exploration
and development for the purpose of enhancing the value of the
company over the medium to longer term.

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

— 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:

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

from production; or

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

This approach recognises, firstly, that the company has already discovered large reserves of gas
and that those reserves have along life and, secondly, that there is a need o find oil reserves to replace
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 initiative o diversify its oil reserves outside the
Cooper Basin. This initiative was based on well developed technical information which indicated the
area to be highly prospective.  Exploration results have failed 1o meet the original expectations,
although the Timor Sea is siill considered to be prospective and an active exploration programme
will be continued.

In response o the disappointing resulis in the Timor Sea, Santos” 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 Sea, the
Timor Gap and Colombia, relative to onshore Australia and the Timor Sea;

— exploranon opportunities in South East Asia are being pursued. However, such opportunites
tend o 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 Sea and Australia are being monitored
andevaluated. The USAisseenas p'.ul:'lL'I.il'.u'I'l.'llu'ul'l sing in thisregard asacquisition opportunitics
frequently include the opportunity to 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 it s already operating production in the USA;

— working associations are being formed with major oil companies in order to benefit from these
companies’ experience in pursuing overseas exploration and production opportunities; and

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

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

Petroleum exploration is a high risk activity and the lead time from the initation of an exploration
programme in a new area to 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 1o sustain its exploration programme remains unimpaired despite the write-offs
made in 1991. The company presently has a large cash fow 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 ten years
with only very modest continuing exploration success in the Cooper Basin. This ongoing cash flow
will be sufficient 1o fund continuation of the exploration and development activities outlined above
while at the same time paving significant dividends 1o shareholders and continuing to reduce debt levels.

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

soundly based and will deliver substantial benefits 1o shareholders over the medium o longer term.

S [ M Wallis
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SAMTON MEFORT T0 SHAREHOLODERS

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 il prices exceeded AS40 a barrel at
some point. The average Australian Dollar oil price received by Santos in 190 was $30.71 a barrel
rmn'mrﬁl with S28.00 a barrel 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 profitafter tax from the sale of United Kingdom

assets. Additionally, the 1990 result included net foreign exchange losses of only 1.3 million

— compared with $11.4 million in 1991, Earnings per share before abnormal

1083 - 191 items were 24.8 cents compared with 32,6 cens in 194940,
Saben Haueyier Ol P : L
% Mlalam 5w Tharved] The 'HT'iIiII;.} down of some of the COMmpany s ol anel gas Investments,
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principally in the Timor Sea and United States of America, resulted in an
abnormal loss after income tax of $224.9 million. After taking into account

this abnormal item. Santos incurred a loss after tax and minorities of $110.9

million compared with a profit of $156.0 million in 1990,

The write-down will have no impact on Santos” dividend policy or cash

flow. Reflecting this, and Santos” strong operating result, Directors have
declared a final dividend of 10 cens per share, fully franked. This brings
total dividends for the vear 1o 19 cents per share, fully franked, unchanged
from 1990, Santos’ total dividend pavout for 1991 will amount 1o $88.5
million, the highest in the company's history, compared with $85.5 million
in 19940,

The 1990 Annual Report advised the carmving value of Timor Sea

investments would be reviewed in light of the resulis of the 1991 exploration

® M 8 OB BN oW on programme. As discussed in the Exploration, Reserves and Development

Wiake Revemue WOH Frice (Average Amiralism  C o pigny following, Timor Sea exploration resulisin 19491 were disappointing

§ ol price proesed by Sannm)
with all wells being plugged and abandoned without success. The Directors extended the review of
oil and gas assets from the Timor Seaw include all of Santos” oiland gasassetswith the aim of ensuring
the asset carrving values on the company’s balance sheet are conservative.

The majority of the write-clown relates 1o a 5234 million reduction of the book value of Santos’
investment in the Timor Sea. OF this oal, $80 million is {for the write-ofl of purchase price for
producing licences AC/ P2 and AC/ P4 n Santos” acquisition of Peko Oil and $154 million is for
unsuccessful exploration expenditre in a number of Timor Sea permits 1o be relinguished in 1992
and 1993, The latter item includes 338 million of exploration expenditure incurred by Peko Oil prior
(o Santos .|:qui5ilim|. The write-down of Santos” Timor Sea investments amounts o 3176 million
after tax. Awrite-down of $9million after tix was made m respect of other Australian oal and gas assets.

The abnormal item also includes a $40 million write-down after tax of gas assets in certain arcas
of the USA.

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

of oil and gas assets l'{rl:u]:'.u'rtl tor those that would have otherwise applied in the Timor Sea and USAL



Santos’ sales during the vear were $655.9 million, 7.6% lower than the record 1990 sales revenue
of $709.5 million. The decline is due to the higher erude oil priceswhich 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 Jabiru oil field from April to September. These developments are discussed in
a later section of the report titled *Production”.

Gas liquid prices in 1991 exceeded those of the previous vear. Santos
q P !

received an average Australian dollar pt‘im of $30.28 a barre] for naphthain 1988 19
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1991 compared with the 530.08 a barrel received for condensate in 1990,  equivabent peosduced

This compares with approximately $26.00 a barrel 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 from

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 in 1899] was
$209.98 a tonne compared with 3200.17 a tonne in 1990,

Santos” average gas price was $2.04 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 adjustment to the price of Cooper Basin gas by 95%

of the change in the Consumer Price Index for the previous calendarvear, ® % 8% 8 ®B W 0
B “Capnumal Terma B Kzl Termas o FiE] Daliar

The Cooper Basin gas price was also increased by the Producers passing on
Uhperratimg oot eni e s and ronabses anil
that part of the increased rovalty taken by the South Australian Government  francng charges
which the gas supply contracts allow to be recovered from customers. The new rovalty provisions had
the effect of increasing rovalties due from Cooper Basin gas and liquids production by 50%. Santos’
share of the increase applving to 1991 production was $11 million, of which approximately $3 million
was recovered through increased gas prices. The change 1o rovalty provisions was the reason for a
$6.5 million, or 13.2%, increase in rovalties and resource rent tax pavments compared with 194890,

Santos incurred a net foreign exchange loss of $11.4 million in 1991, made up of $12.1 million
in unrealised losses and a realised gain of $0.7 million. This compares to a net foreign exchange loss
of $1.3 million in 1990,

Interest expense in 1991 was $85.8 million, 35.8% below the corresponding ligure of $133.6
million for the previous vear, reflecting the lower interest rates that prevailed during the year and a
full vear's benefit of the debt reduction programme underiaken in late 18890,

One of the company's achievements in recent vears has been sustained and permanent
reductions in operating costs, Total operating costs arising from Santos” oil and gas business were
2 4% lower than in 1990, a 6.1% decline in real werms. The 1991 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 o1l equivalentare 1.1% lower than those

of 1990, and 31.7% lower than those of 1955, the first vear of full hiquids producton from the Cooper,



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 year despite lower production levels in 1991, In real terms, Cooper/
Eromanga operating costsin 1991 were 9.7% lower than the previousyear and 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 1991, These funds were more than sufficient lor
Santos’ requirements for exploration and development costs, with the surplus after meeting these

commitments being used for the following:

— three dividend pavments amounting to 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 Unit
Joint Venture. Santos made net cash payments during the vear 1o 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 mauer is discussed further below;
— payment of $91.8 million of income rax.

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 Investments Lid are being

funded from cash reserves.

Santos invested $121.0 million in field 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 Skua oil field in the Timor Sea which came on-stream in December.
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Santos’ net debt at vear end was $755 million compared with $3772 million vear end 1990, It is
planned to use Santos’ strong cash flow to achicve reductions in gross debt in 1992, Santos Finance
Ltd's two commercial paper programmes continue to provide a diversified source of short term delbn

and benefit Santos through reduced funding costs.  Ouistandings for the domestic $3000 million

[6]



promissory note and the US$200 million Eurocommercial Paper programmes averaged the equivalent
of $320 million during 1991. The reduction in funding costs resulting from these programmes in
1991 amounted to nearly 51 million.

As operator of the Cooper Basin Unit Joint Venture, Santos is required to periodically conduct
review and adjustment of the participation factorsused in the Unit. InJune, an order 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 was made 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 net cash pavments to other Cooper Basin Producers, including
Crusader, as an adjustment of capital, operating costs and revenues. These payments totalled $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 resultin any material difference
to the Santos Group from those factors previously determined. To the extent this occurs, the
payments of $17.4 million already made by Santos will be reversed.

In addition, Santos has charged to 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 production 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 mauers relating to the review and adjustment of
Cooper Basin Unit participation factors a priority. It is expected that the subsequent calculation of
factors to apply from 1 January 1989 1o 1 January 1991 will result in an increased participation factor
for Santos.

The offers to acquire the outstanding shares in Vamgas Ltd and Latec Investments Lid will cost
Santos $64 million when completed. Vamgas® interests are concentrated in the Cooper/Eromanga
Basinswhere Vamgas has an average 8% interest in oil and gas exploration and production. Latec has
an average group interest of 21% and 25% 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 to the significant cash flows 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 acquusition in respect
of the offer for sharesin Vamgas Lid. The offer period in respectof outstanding Latec shares has 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” long term credit rating was maintained at A- by 5 & P Australian Raungs, formerly
Australian Ratings. This was achieved nomwithstanding the revision of all ratings assigned by S & P
Australian Ratings to 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 liquids was 34.2 million barrels of oil equivalent,
5.0% 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 1o a 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 electricity from interstate utilities via
the interconnected power grid with Victoria 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 broadhy mamtained at the
level of the previous vear. Santos” share of production from South Ausiralia inereased by 84 000
barrels. despite the adverse impact of an industrial dispute in June which resulied in Santos losing
crude oil production of approximately 160 000 barrels. In the Queensland section of the Cooper/
Eromanga Basins, Santos” share of crude oil production was 118 000 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
industrial disputation and the lower level of gas production mentioned previously. The overall
impact of these two factors was o reduce ol natural gas liquids production by 0.4 million barrels
of oil equivalent, or 9.3% below that of 1990, Condensate production during the vear was 7.7% or
186 000 barrels lower than in 1990, LPG production in 1991 was 259 300 onnes. 8.2% below the
record level of 199,

Crude oil production from the Timor Sea was approximately 800 000 barrels lower than in 1990,
Most of this reduction is accounted for by the shutting-in of the Jabiru field for nearly five months 1o
enable maintenance of the floating production-and-storage vessel. Jabirn produced an average of
approximately 45 000 barrels of oil per day over the seven months it was in operation. Production
from the Challis field averaged approximately 33 000 barrels of oil per day in 1991 compared with
32 000 barrels of oil per day in 1990, Santos holds a TL3% interest in the Jabiro and Challis fields.

Production from a third field in the Timor Sea, Skua, commenced in December at 15 000 barrels
of oil per day. Santos has a 30.6% interestin Skua, 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 ol oil per day imposed upon it by the Federal
Government.  Following an application by the AC/L4 Joint Venture, the Federal Government
increased the production ceiling to a monthly average of 25 (00 barrels of oil per day in March 19492,

Production from the Talisman ficld in the Carnarvon Basin, off the coast of Western Australia,
continued to exceed expectations. In 1991, Talisman contributed 602 (00 barrels of crude oil
production to the company's production, 110 000 barrels more than in 1990, When Talisman
commenced production in 1989, recoverable reserves were estimated at 2.7 million barrels of oil. By
the end of 1991 the field had produced 6.7 million barrels of oil and was still producing at 8 000 barrels
of o1l per dav. Santos has a 27.37% interest in
Talisman. The productve life of the field has
now been extended to midaear 1992,

Santos” other Australian production interests
are in the Amadeus Basin of the Northern
Termitory and the Surat Basin of Queensland.
Santos’ share of Amadeus Basin producnon in
1991 was 108 400 barrels of crude oil and

condensate and 3.5 petajoules of gas compared

with 1 14 000 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 partally awrested by a series
of fracture stimulations undertaken since July 1491, The result of these sumulations was o increase
dailv production from Mereenie by 520 barrels of oil per day to 1 850 barrels of oil per dav. a rate last
achieved in 1988, The company hasa 21.53% interest in Mereenie. Production of gas rose as a result
of increased demand by the Northern Territory Power and Water Authority, Santos” share of
production from the Surat Basin was 2 300 barrels of oil and condensate and 0.4 perajoules of gas.

Santos’ US subsidiary, Weeks Exploration Company, increased its total production by 16.5% in
1991 through the contmbution of a full vear's production from the offshore State Tract 608 field in
the Gulf of Mexico, which commenced production in 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 Gulf Coast programme.

The ontlook for 531':=:I1u1in1! in 1992 s discussed in the section ttled "Ouatdook” following.

MAREETING

santos marketing of liguids productsis lod used on building acompetitive domestic and international
customer base and on adding value o products where opportunities exist. Such an opportunin
appeared in 1990 when it became clear that full range naphtha was selling ata significant premium
to condensate in Asian markets, Alter making the necessary conversion to the Port Bonvthon liguids
'-.[']J.||'.|1jd H |:L||1|.lln' first ssile ool I!1..l|!l]ll|‘1i| was mcicle in Febrary 1991, Santos earmed revenue of $75.2
million from the sale of naphtha during the vear, 31085 million or 16.8% higher than whatwould have

been earned if the product had been sold as condensate during 1991, Santos” share of the cost ol



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 to improve returns was the completion of plant at
Moomba to produce distillate. Santos” share of the distillate manufactured by the plant is 50 000
barrels per vear. Although the volume is relatively small, the prices being received are approximately
30% more than the prices which would otherwise be realised if the feedstock was sold as crude oil.

For the first time in its history, the company is marketing Australian crude oil produced outside
the Cooper/Eromanga Basins. Santos has elected to take responsibility for marketing its share of
production from the Skua oil field. This will assist the company’s profile in the international oil
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 year, contractswere concluded, and shipments commenced, for the supply of Cooper
Basin LPG to 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 Idemitsu Kosan for the same quantities which expired in 1991,

Santos continues to vigorously pursue opportunities to market uncommitted gas reserves in
whichitholdsinterests. The mostsignificantof these reserves are located onshore in the Queensland
section of the Cooper Basin, and in the Northern Territory 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 per vear over
10 vears from the Queensland section of the Cooper Basin to the Pipelines Authority of South
Australia. Gas sales from South-west Queensland to South Australiawill 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, any increased reliance on gas from the
Queensland section of the Cooper Basin for satisfying 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 liqu'tcl.-i rich and these will be brought inte production first.  The liquids will be stripped
out at Moomba and delivered along the liquids pipeline to Port Bonvthon for separation and sale as
LPG and 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 to the South Australian section of the Cooper Basin,

The South-west Queensland gas contract requires construction of field facilities, a centralised
processing |1I:m| and associated pipeline from that pl-.m: toy Moomba, Construction is proceeding
requiring an estimated investment by the jointventure of $180 million over the contract period. Once
established, the new plant will provide a springboard for marketing of Queensland Cooper Basin gas

to customers within that State. The 500 petajoules contracted to South Australia represent less than
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30% of the region’s proved and probable gas reserves and less than 10% of the area’s potential
reserves. The marketng of these reserves is sull in its infancy and there are several opportunities
being pursued for further sales of this gas

Santos’ other significant, uncommined gas reserves are in the Mereenie and Palm Valley fields
in the Amadenus Basin and the offshore Tern and Pewrel 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 opportunities are for the sale of
Amadeus Basin gas 1o the Nabalco alumina refinery at Gove and to supply Adelaide. This could be
achieved through using Bonaparte Basin gas 1o
replace the Amadeus Basin gas supply 1o Darwin,
thereby freeing up Amadeus Basin gas to supply
south Australia. By vear end it became clea
Nabalco would not be in a position 10 consider
converting its fuel o gas for several vears.
I'herefore, Santos is continuing discussions on
the marketing of Amadeus Basin gas 1o South

Australia and investigating market options for

the Pewrel and Tern helds.

Gas marketing is a long term process requiring long lead times and contracts over many vears.
It 15 therefore very important that the business climate for gas marketing be both certain and
predictable. The Federal Government’s National Gas Strategy is aimed at achieving such an outcome.
T'he Strategy has three elements which are worthy of support: the effective removal of LNG export
controls, a “hght-handed’ approach to regulation and reform of State utilities. The one reservation
santos has relates o problems for the industiny imposed by Australia’s federal svstem. The Federal
Government has argued that the varions States have been able 1o use their powers under this system
to impede the orderly development of the gas industry

Santos is not convinced that this is, or has been, a problem in practice for the industry. Even if
it has been, Santos questions the necessity to have a strategy imposed by Federal and State Ministers
to deal withit. Itis the company’s hope the strategy will not be used as avehicle for further regulation
of the gas industry by successive Federal Governmenis.

I'he Federal Opposition’s ‘Fightback” package of policies released in November included
proposals to remove all existing duties and excise applied 1o petroleum products, including fuel oil,
and to apply the Goods and Services Tax 1o both perroleum products and gas. The net effect is to
Improve the price compentivenaess of fuel ol against natral gas. Studies by Santos indicate thar.,
although existing gas markets are unlikely 1o be threatened if the policy were implemented,

marketung of gas to new markets could suffer



EXFLOBMATION,. RESERVES AMND DEVELOPMENT

Santos’ total vear end reserves were 622.9 million barrels of oil equivalent (MMBOE), 3.6% lower
than the previous vear’s total of 646.4 MMBOE. Over half of the change is accounted for by the
failure of oil exploration to locate sufficient reserves to replace the year's production and by revisions
to il reserve estimates. The balance is due to revisions to 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.

Ower the last two vears Santos’ oil exploration has, generally, been unsuccessful but as industry
experience has repeatedly demonstrated, valid assessment of exploration requiresa longer term view
in the context of the risk inherent in petroleum exploration. Santos is confident that, in the medium
term, its il exploration programme will result in significant additions to oil reserves. Asthe discussion
following notes, the company ook 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 oil 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 additions, the success of gas and gas liquids exploration over the
last four yvears has meant Santos’ gas and gas liquids reserves have, in broad terms, been maintained.

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

Oil exploration by Santos in Australia during the vear was concentrated on the Cooper/
Eromanga Basins and Timor Sea. After more than thirty vears of drilling, the Cooper/Eromanga
Basins are now mature petroleum provinces and discoveries of new oil reserves are becoming smaller
and less frequent. In 1991 Santos drilled 19 oil exploration wells in the Cooper/Eromanga, of which
ten were successful in locating additional reserves. Santos” share of these additions amounted to 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 Keleary in South Australia. Successful appraisals were made at Gidgealpa, Jena, Pondrinne,

!'nl;l.lgﬂ-r:-lm and Narcoonowie,
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Santos assumed the responsibilities of operatorship tor cxploraton actvites in the Queensland
section of the Cooper/Eromanga Basins effective from 1 January 1982, Santos 1s now operator lor
all exploration, developmentand production activities in both the Queensland and South Australian
sectors of the Cooper/ Eromanga Basins

Over the last five vears, Santos has striven to control exploration costs in its Cooper/ Eromanga
permits. As a result of further improvements, the 1991 seismic acquisition cost per kilometre was
LBTE lovwer than in 19450, Cooper Eromanga drilling cosis per fool were onlv 0.6%9% higher in 1991
than the preceding vear but marginally lower in real terms. In real 1erms, the 19491 results represent
a 30.2% reduction in seismic acquisition cosi

et kilomerre and a 2%.5% reductuon in drilling
cost per fool since 198G

Asdemonstrated by the writedown of Santos’
investment in the Timor Sea, drilling in the
|¢-:,_-|i..n |H|.'|'.|;-|_|_ Lli_\.::|1:|1|r|:|ll:l!|'._:. Santos
participated in nine exploration wells in the

region during the vear. All of the wells were

plugged and abandoned. although three

recovered hvdrocarbons in some form. The
Jabiru 12 well was successful in confirming an extension of the field’s border and both the Swan 3
well and sidetrack and Maret | recovered gas and condensate.

Fhe 1991 vear end crude oil reserves figure includes adjustments arising from the remapping of
the Skua feld and revisions Lo reserve esnnaates for the Challis feld.

Gas exploration in 1991 was more successful with the discovery in South Australia ol gross reserves
of 210 billion cubic feet (beh of sales gas, of which Santos” share 1s 125 bef, As a resuln, the Co pet
Basin Producers were able to establish the ten vear forward cover of reserves necessary 1o satsfy the
South Australian gas supply contract. The success of the gas exploration, together with the signing
af contracts for sales from South-west ilv;l.,-e-nal.unl. means Santos has secnred all of s South
yustralian gas market for ten vears and thercalter subject o the maintenance of the ten vear reserve
cover. Thirtv-three gas wells were drilled in the Cio e Ercmanga Basms by Samtos during the vear
of which 18 were successful in locating new gas reserves, including four new field discoveries.

Santos also participated in gas exploration in the Amadeus and Surat Basins and offshore New
South Wales during 1991, In the Amadeus Basin the Dingo 4 appraisal well proved disappointing and
1.-._5-|}||'.-_:¢'1|,l.|'|||,1|'|.-:|'|||H:u'41.leII:'l vear end, Inthe Surat Basin, two unsucoessful gaswells were dr illed
l-..,|_;|||_.|.a,||.|| i |||_5|1-1:| 101 S ESTIIC S q:||||~.|r_:.;||'| i the svelney Basin el it MSW PO locared oflshore M v
South Wales between Svdney and Newcastle. The permit’s proximity to the company’s largest gas
market warrants investigation of the potential lor gas discoveries. The geolooy of the permit is being
re-evaluated in light of the sesmic resulis

Santos’ international exploration had mixed results i 121, [he firse four wells of a six well
programme were "||||||'|l: d in the Malavsian offshore permi PA L4 While the Birst three wells were
unsuceessful. the fourth, Rha 1, flowed oil at comulative rates of up to b 00 barrels of oal per day (rom

separate zones subsequent 1o veas enel. The discovery 1s the first in the Malavsian Peovo Basin andd



PM14 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 wo 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, Ketn 1, the second and final well 1o be drilled by BP Petroleum
Development under a farm-in agreement for Santos” permit PPLE1, encountered gasand 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 25/
27. Santos has a 3.75% interest in this block and both wells were suceessful, flowing oil and gas. The
highest flow rates were recorded from the 23/27.9 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’ priorityin 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 international and Australian
exploratory studies during the yvear to identfy exploration plays 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 signaficant is that, unlike the Timor Sea, the
geology of the Timor Gap does not inhibit the acquisition of clear, reliable seismic informaton. The
high level of interest shown by international oil companies in bidding for Timor Gap Zone of Co-
operation acreage indicates the prospectivity attributed to the region by the indusuy.  Santos’
interests in the two Timor Gap permits, ZOCA 91-10and ZOCA91-11, are 25% and 15% respectvely.
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 joint venture which successfully bid for the 22/
22C block. The block is approximately 10 kilometres south of the Montrose / Arbroath oil fields and
10 kilometres east of the Gannet B’ field.

In Cambaodia, Santos has a 25% interest in the joint venture which was awarded the ofishore Block
IV in the Gulf of Thailand. Under the terms of the award, Santos and its joint venturers in Block TV
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 square kilometres in water drplhx mnging up Lo T
metres. The basin’s geological features include a substantial 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 303 500 hectares and are known as the Algarrobo. Cano Guirripo and
Cano Caranal Association contract areas. The former two contract areas are surrounded by a number

of commercial oil fields ranging from 5 million o 20 million barrels of recoverable oil and
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exploration success rates in the area have been good. The Cano Caranal Block has the potential 1o
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 Talbot fields in the Timor Sea, the Sole gas discovery
in Bass Strait and additions to the Palm Valley and Dingo gas ficlds in the Amadeus Basin, Santos’

share of these fields is estimated atsome 300 MMBOE including 20 MMBOE of crude oil and condensate.

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 oil production being offset by a slight increase in sales of gas.

Sales of crude oil 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 forecast 10
average 9 000 barrels per day compared with 6 400 barrels in 1991.

Sales of gas are expected to increase slightly in 1992 because of increased demand in both of the
major markets for Cooper/Eromanga gas. Production of gas and gas liquids is expected o be
comparable to that achicved in 18491,

The production outlook bevond 1992 is strong as Santos has sufficient reserves of oil, gas and gas
liquids to maintain production at the rate of at least 30 MMBOE each vear nto the next century.
However, crude oil production will decline if reserves are not replaced. The replacementof 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 to five
exploration wells is planned for the Timor Seain 1992,

In the Cooper/Eromanga Basins, Santos plans to drill 14 il wells. Additionally the first
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 successtul as expecied, enhance prospectidentification
with consequent benefits for drilling resulis.

Santos will participate in up o 12 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 America and the United Kingdom. Six oil
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 during the year.

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

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

[15]



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

Santos will continue the process of re-weighting its exploration portfolio in 1992 to assemble a
portfolio which is balanced and diversified in both matunty and geographic location. The existing
portfolio is weighted heavily towards mature petroleum provinces which typically deliver economic
but small discoveries. The resweighting of Santos’ acreage portfolio will give greater emphasis to
exploration in frontier and emerging petroleum provinces,

The new risks introduced into Santos” exploration actvity by this sirategy 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 1o 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 ﬂ{:quiﬁilinnﬁ of r:.;p]fnmlinn acreage and reserves, demands Santos be able o t'|'lI't|:|".|'l.' id{'llﬁﬁ-‘
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 two focuses of commercial activity in international oil exploration. The
development of Santos” offices in these locations, which includes the relocation of Australian staff 1o
the UK, will better equip the company to 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 drilling of up 1o 15 wells in South Australia
with the objective of maintaining a ten vear forward cover of reserves for that State.

The major development activity in 1992 will be establishing infrastructure required for the
commencement of gas sales from South-west Queensland at the beginning of 1994, Santos” share of
the capital expenditure budgeted for this project over the next two vears is estimated at 366 million.
Approximately 30% of this will be mcurred in 1993 when most of the on-site work, including the
construction of a 180 kilometre pipeline linking the South-west Queensland gas facilities with the
Moomba processing facility, will be completed.

Theadditon 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” uncommitted gas reserves in Queensland and the Northern Termitory, These
reserves have the potential for providing significant growth for Santos in the medium wolong term.

During 1992, Santos will intensify its efforts to develop and secure markets for these. In particular,
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Santos will endeavour to make progress in negotiations with the South Australian Government for
supply of Santos’ uncommitted gas from Mereenie and Palm Valley, Additionally, evaluation of
all possible options for the Petrel 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 Tullv-Millstream hyvdro-electric power station proposal,

= maximisation of producuon from the Cooper/Eromanga Basins and minimisation of operating
costsin the region. The company isvigoroushy
evaluating improved oil recoverv technigues
and applving advanced technology 1o add
recoverable reserves and production. Santos
believes significant addinons o recovervand
production will be made as a result. The
company s share of Cooper/ Eromanga oil
reserves currently considered unrecoverable

15 estimated at 200 million barrels.

Developmentwork toimprove recovery from
several fields is scheduled for the region in 1992, together with a three dimensional seismic survey

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

Privrik
Santos emploved 1 500 people as at 31 December 1991,

The continual training of its workiorce is a pre-requisite 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
Tramng Guarantee Levy,

I'he company continued o implement measures toimprove productivity further during the vear.
The objective underlving these initiatives is to create a working environment where emplovees are
able toattain the highest degree of productvity while carrving out their duties in asafe and competent
MLANTET.

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

in occupational health and safety throughowt Santos’ operations
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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 1990, Santos has actively 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 salety programmes and traming 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
to vear end.

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

to be approximately $4 million.

EXVIRONMENT

Santos is committed to conducting its operations in an environmentally responsible manner through
adherence to standards consistent with developments in technology, industry codes of practice and
the relevant statutory requirements. In practice, 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 exploraton and production activities in Australia. Monitoring
activity includes scrutiny 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 variety of landscapes to
provide information on revegetation potential.

Santos reviewed and updated its Environmental Codes of Practice during the vear. These codes
were distributed 1o all field-based employees and contractors and form the basis of the ongoing
programme of environmental education and information provided by the company to all involved
in its field operations. Environmental audits carried out during the vear confirmed practices have
continued to comply with legislative requirements and Santos” own standards. These audits are a
long-standing feature of the company’s environmental management programme, having been

instituted and undertaken on a regular basis since 1983,
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1982 1983 1984 1osk L] 1987 1988 lgga 1990 1900
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Espendinare ($million) 6.3 362 5.5 TLT 452 5.6 S9 1052 it - Ta.0
Reserves (MMBOE) 342 340 L 422 412 553 69 &7l B46 623
Production {MMBOE) 137 156 194 9 1] 06 ina 5.6 360 .2
Carmar Exresnrmure { Syion)
Field developmenis 30,0 L 6.1 0.3 4.9 13.6 0.1 549 T2 LS
Buildings, plant and equipment 1E7.1 214.7 143 615 2.9 [ 40.4 507 0.9 A9,1
SHARE INFORMATION
Share e . 1w i o . 1 e 11 Pl 6 Eurvossr |l b Dividend
righn righa i bmin  dhareplen eghied e
rrrerlli oy 3 v A e
g plarrmn Lorn
shis plan
Mumber of isaed shares {7000} 153,48 153,348 190,990 240000 240000 ZTE7R6 403,307 404328 450418 471952
Dividends per share LY 4 12 15,06 0w lG.0e IRLE IS 10 100 Tooe 19,00
Dividensds ($million) 123 184 4.8 8.4 5.4 557 GED 7.0 255  HAS
Ramios axp STATISTICS
Exrnings per sharc)
= before abnormal e 12.4¢ o A0 fee 55.%¢ e holX i 19.4¢ b . L
= after abnormal items 124 il Rkl e e w2 .2 IESe AT [(RIp
Retisrn on motal income AT MWOT BT HTE O OITOR WA% MA8%  141%  176% 185%
Renen on sharcholders” funids A% XI1% N Hae% 13.7% 12.0% A% HO% 106% 9.7%
Net debt/ equity 1946% J158% 1051% 1849% (64% 1005% B35 994% BS50% ELI%
Interest cover [Eimes) Mo 4.3 12 10 8 33 14 1.9 29 16
CrEsERA a
Number of shareholders 17255 17086 05T MM665 DB6ASS 25967 271013 MN408 6051 20706
Market capamaliation {(§million TES1 12188 10696 12715 DS4T 10844 1385] 16393 17TEE 13990

1 Based o weighied sverge nambser of shanes on nsie adjusted For Donun ey e b B comgemnent of righis snd ocher diare s and cabeilsird haed
i perrating pandin afer
*  Comparsir figures have, where appicabde, been sdjusted (0 place them on @ comparable basis with cusrent vear figuars.
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FRDOFIT AND LOSS ACCOUNTSE
For 7iir Year Expin 531 Droruner 1991
CorsnlIDATID Saxtos Lo
194 1940 19491 195H0
Mole Lmillion Emillion Lmillion Emillion
Operating revenue 705.9 812.9 494.5 553.0
Operating profit before abnormal items 1 223.5 254.8 185.1 211.3
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 attributable to: :
- operating profit before abnormal items (106.8) (112.00 (52.3) (55.0)
- abnormal items 60.0 - 15.2 ==
(46.8) (112.0) (37.1) (55.00
Operating profit/ (loss) after income tax T (108.2) 161.3 (72.2) 154.2
Outside equity interests in operating
profit/ (loss) after income tax (2.7) (5.3) - —
Operating profit/ (loss) after income tax
attributable to sharcholders of Santos Lid (110.9) 156.0 (72.2) 154.2
Retained profits at the beginning of the year 266.3 195.8 211.5 142.8
Total available for appropriation 155.4 3518 139.3 7.0
Dividends provided for or paid 5 (88.5) (85.5) (B8.5) (85.5)
Aggregate of amounts transferred
from reserves (0.2) = - =
Retained profits at the end of the vear 66.7 266.3 50.8 2115

The Prodit and Loss Acoonis are g be fead i conpinetson with the notes 1o and forming part of the financal stiements
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CURRENT AssETs
Cash

Receivables
Investmenis
Inventories

Other

Total CUrRREXT AssETs

MON-CURRENT AssETs

Receivables

Investments

Property, plant and equipment

Intangibles
Other

ToTaL Nox-OCURREXT AssiTs

TorTar AsseTs

CURRESNT Liaminitiks

Creditors and borrowings

Provisions
Other

ToTal CURREXT LIABILITIES

Nov-Currrext Liasiiiries

Credivors and hnrrnwings

Provisions
Other

Totar Nox-Currext Lianiiiries

Toral Liawitiries

NET AssETH

SHAarREHOLDERS S Eguiry

Share capital
Reserves
Retained pmﬁm

Shareholders equity attributable to
shareholders of Santos Lid
Ourside tquiﬂ.' interests i controlled entities

Forar Suarrknoropers” Fot oy

The Balance Shects are 1o e seadd in conpusonon with tee neies to and fosmiesg part of the fnandal stabemenis

A TEER i
Claosngipsmen Swwros Lo
194 BTN 1495 15HH)
Mo Soillion Smilliomn Emillisn Smillion
i 75.7 27 .4 0.4 4.8
122.2 122.8% 79.9 B4
1184 67.v G.4 P
39.8 34.2 22.6 225
- - 59.2 384
356.1 251.6 168.5 129.9
27.2 28.1 20.4 21.0
270.5 230.6 11:20.1 1269.8
19849.0 2251.9 10048 1045.6
114.9 121.6 - -
il.b 8.7 = -
24232 2710.9 2145.3 2220 4
2779.3 289625 2313.8 246495
154.2 G0 tl.6 36.6
147.3 191.3 123.0 139.%
- - 715.5 T15.5
301.5 287.5 q00.1 a51.4
B81.7 B7n.8 1.7 2.7
3687 S5 256.5 275.0
123 0.7 9.8 1.7
1262.7 12950 268.0 385 4
1564.2 1582 % 11681 a I-E?pﬁ,ﬂ
1215.1 1380.2 1145.7 193925
117.4 111.8 117.4 111.8
988, 1 917.6 1.5 0092
.7 265,53 50.8 211.5
11722 195.7 1145.5 1932 5
42.9 B4.5 - -
1215.1 1380.2 1 145.7 1232.5



CONSOLIDATED STATEMENT OF SOURCES AND AFFLICATIONS OF FUNDSE

For e Yeaw Exprn 3] Drciwnee [539%)
19481 1 G
Note Smillion Smillion Smillion Smillion
Sovrces ofF Fuxps
Funds from operations:
Inflows of funds from operations
Sales revenue 655.9 709.5
Proceeds from sale of non-current assets 1.3 53.0
Other revenue 48.7 50.4
705.9 812.9
Less outflows of funds from operations (274.6) (301.7)
Funds from operations 431.3 511.2
Increase in borrowings 239.4 498.8
Decrease in non-current receivables 0.9 -
Decrease in non-current investments 2.6 -
Proceeds from share issues 73.9 183.5
Decrease in working capital - 26.2
Total funds which became available
during the year 748.1 1219.7
APPLICATIONS OF FUNDS
Expenditre on:
Land and buildings, plant and equipment 69.1 60.9
Exploration 74.0 109.2
Development 51.9 77.2
Repayment 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 - 13.9
Increase in non-current receivables - 2.7
Outside equity interests in controlled
entities acquired 41.1 1.5
Increase in working capital 114.0 -
Total application of funds during the vear 748.1 1219.%
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CONSOLIDATED STATEMEMT OF SOURCES AND APPLICATIONS OF FUNDS (CONTINUED)

1941
Smillion
Fusps rrov Orerarioxs
Reconciliation of funds from operations with operating profic/ (loss)

before income tax is as follows:

Funds from operations 451.3
Abnormal items (284.9)
146.4

Less: Deprecianon BR.1
Depletion 954
Amortisation of goodwill 5.0
Increase in provisions 8.4

Exploration abandonments =

Book value of non-current assets sold 0.8
Unrealised foreign currency exchange losses 12.1
Operaung profit/ (loss) before income tax i6l.4)

IxcrREASE  IDECREASEY tx WorgixG: arima

Increase / {decrease) in Current assels:

Cash 48.3
Receivables (0.1
Investments d5.1
Inventories 5.6
gx8.9

Decrease in current liabilites:

Creditors and borrowings 15.1
Net increase/ (decrease) in working capital 114.0
Disposars oF Doxtroceen ExXxTities

Amounts included in this summary have been affected by disposals of controlled
entities as follows:
Current Assels
Cash -
Receivables x
Mon-Current Assets
Land and buildings, plant and equipment =
Exploration, evaluation and development expenditure -
Current Liabilities

Creditors =

Net tangible assets disposed of -
Net procecds received -

Profit on disposal =

[29)
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7.0
155
40.8
14.3

273.3

(0.2}
(.6)

(4.5)
(25.3)

(.6

{ 30,0
41.49
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NUTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

.5H.II'-.1I‘-I; OF ACCOUNTING POLICIES
The significant accounting policies which have been adopted in the preparation of these financial statements are:
{a) Basis of preparation

ich

id)

el

i

The financial stiements have been drawn up in accordance with the accounting concepts, standards and disclosure
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 do not take intoaccount changes in the purchasing power of money or, except where specifically stated, currentvaluations
of non-current assets. The accounting policies have been consistently applied.

Principles of conselidation

The consolidated accounts comprise the accounts of Santos Lid, the chief 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 entities, other than controlled entities, are recorded either 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.

Interests in unincorporated joint ventures are recognised by including in the financial statements under the appropriate
beadings the economic entity's proportion of the joint venture costs, assets and liabilities. The major interests in
unincorporated joint ventures are listed in note 19,

eooduel]

O the acquisition of a controlled entity, the identifiable net assets acquired are measured at their fair values. To the extent
that there is excess purchase consideration representing goodwill, the goodwill is srstematically written off to operating profit
over a period not exceeding twenty vears.

Fareign exchange

Transactions in foreign currencies are translated at the rates of exchange applicable at the date of each transaction. Monetry
assets and liabilities 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 translations
are 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.

Owverseas controlled entw accounts are converted into Australian currency as follows:

(i} For selfsustaining operations, assets and liabilities are translated at the exchange rate existing at balance date and the
revenue and expense items at the exchange rates applving at the date they were recognised in the controlled entities” Profit
and Loss Accounts. Translation differences arising are included in the foreign currency ranslation reserve, In the
consolidated accounts, gainsand losses on certain long-term foreign currency loans are transferred to the foreign currency
translation reserve. This ransfer recognises that those foreign currency borrowings are matched by the net investment
in overscas xusers,

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

Property, plant and spuipment

Froperty, plant and equipment includes buildings, plant and equipment and exploration. evaluation and development
expendimure. 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 profi.

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

{ii) the exploration activities in the area of interest have not vet reached a stage which permits reasonable assessment of the
exmience of economically recoverable reserves.

When an area of interest is abandoned or if Directors consider the expenditure 1o be of reduced or no further value,
accumulated exploration expenditure is written down or off in the penod in which such a decision s made,

Laaaes

Finance leases, which effectively transfer 1o the lessee substantially all of the risks and benefits inaident to ownership of the
keased item, are capitalised at the present value of the minimum lease payments, disclosed as capitalised leases and amortised
over the period the lessee is expected to benefit from the use of the leased asets. A corresponding liability is also established
and cach lease payment is allocated between the principal component and the interess expense.

Operating lease payments, where the lessors effectively retain substantially all the risks and benefits of ownership of the leased
itema, are included in the determination of the operating profit in equal instalments over the lease term
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Capitaliation of interest and foragm currency exchange gains and lose

Preproduction interest, finance charges and foreign curmency exchange gains and losses relating to major plant and
equipment projects under development and construction up 10 the daie of commencement of commercial operations are
capitalised and amortised over the expected useful economic bives of the facilities. Interest paid in respect of completed
projects is expensed.

Amoriahion

Depletion charges are calculated wsing a unit of production based on heat value method which will write off over the life of
the reserves all existing unamortised exploration and development expenditure together with future costs necessary 1o
develop the hvdrocarbon reserves in the respective areas of interest

Depletion is not charged on costs carmied forward in respect of ancas of interest in the development phase until production
COMMENCEs.

Depreciation is caloulated o write off the value of property, plantand equipment over their estimated economic life. The rates
are reviewed and reassessed periodicallv in light of technical and economic developments.

Provision for restoration
Provisions are made in the financial statements for the restoration of areas of interest where gas and petroleum production
is undenaken.

Participation factors — Cooper Basin, South Australic

There are provisions in the South Australian Unit and Downistream Cooper Basin Joint Venture Agreements for a biennial
review of participation factors to be made and revenues and expenses adjusied. Revenues and expendinures have been
brought to account based on the participation factors estimated by Santos Lid 1o be effective on and from | January 1987,
These factors were the subject of a Supreme Court decssion earby in 1991, the status of which is discussed in note 26,

In additron, an accrual has been made in the finanoal statements for the esumated fvourable profivimpact of the change in
participation factors anticipated 1o arise from the 1 January 1988 Beview and Adjustment.

Until the | January 1987 and 1 January 1989 Beviews and Adjustments are finalised, Directors have deaided not 1o acerue for
the expected fvourable impact of the 1 January 1991 Bevew and Adjustment.

Fircemiloria

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

as follows:

(i) Drilling and maintenance stocks, which include plant spares, mamtenance and drilling 1ools used for ongoing operations,
are valuwed at average cost.

i) Petroleum products, which comprise extracted crude oil, LPG and condensate stored in tanks and pipeline sistems. are
valued using the absorption cost method.

Emplover benefits
The legal Hability to emplovess for annual and long senvice leave and workens” compensation is provided for in the financial

statements. No provision is made for sick leave.

Tnromr (ax

Tax effect accounting is applied whereby the income tax charged in the Profit and Loss Accounts is matched with the
accounting profit after allowang for permanent differences. Income 1ax on uming differences. which anse from items being
brought to account in different pir:rir_'pd_-l for income 1ax and accountung purposes, 1 carried forward in the Balance Sheets as
a future income tax benefin or deferred income tax lakilie. Future income tax benefits in respect of losses incurred are
brought 1o account where realisation of the benefits of such losses is conudered to be vrmually cenan.

Deferred income
A provison is made for obligations under sales contracts 1o deliver natural gas in future periods for which pavment has alreads

been received. The full salesvalue of undelivered gas is provided over a pernad estimated o match expeoted delivenes under
these abligations.

Comparalie
Where applicable, comparatives have been adjusted 1o place them on a comparable basis with current vear figures
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1941 15K 1991 19
Smillin $million Smilbion $mallion
) Orerating Revesue
Sales revenue 655.9 0.5 412.0 427.2
Other revenue
Owerriding rovalty 14.2 123 17.8 14.9
Dividends received from related partics
= wholly-owned controlled entitics - - 375 59.6
= parth-owned controlled entitics - - 6.6 13.6
Dividends received from other than related parties 1.2 138 11.2 138
Interest received and receivable from related parties
= whollv-owned controlled entities - - - 1.8
Interest received and receivable from other than related parties 13.6 178, 0.5 32
Proceeds from sale of non-current assets
- property, plant and equipment 1.1 o 0.8 1.2
= investments 0.2 50.0 0.2 a2
Oiher income 9.7 .0 7.7 a.5
705.8 ] R 154.3 5530
‘{)Hn ATING PROFIT
Orperaning profit before income 1ax s armived at after crediting
the following itema:
Profit on sale of non-current assets 0.5 12.2 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 pavable to related parties
- wholl-owned controlled entities = - 90.8 120.0
Interest paid or pavable to other than related parties
= om loans R4.8 152.1 4.6 1.5
— on finance leases 1.0 1.5 LLE 0.7
Depreciation, depletion and amontisation of property,
plant and equipmene:
= depreciation BB6 a1.8 55,7 523
= depletion 934 W, 0 30.2 330
— amorisation of capitalised leascs L3 2.0 1.4 1.7
Amortisation of goodwill 5.0 45 - =
Exploration abandonments = 155 - 7.6
Government rovalties and resouirce rent 1ax LLE 493 W0 228
Increase in provisions
= future restoration costs 4.3 28 29 1.3
= emplovee benefits 1.5 28 1.7 28
= deferred income .6 2B 1 22
Operating lease rentals 4.2 4.3 A 25
Net foreign currency exchange losses/ (gaing) (refer below) 1.4 13 i0.2) (0.9)

— - —_— e _—— - — —

The amount of net foreign currency exchange loswes of §11.4 million (1990=-51.3 million) for the vear includes an unrealised
Ioss of $12.1 million { 1990=-514.3 million} arising on the tanstaton of Habilities held in forcign currencics an vear end and a
realised gain of $0.7 million ( 1990-513.0 mllion).

Abnormal ifems
Included in abnormal items are the following:
Write-down of carmving value of oil and gas investments

{refer notes 8, 11 and 18§ (32499 — {220,3) -
Future income tax benefit of a controlled entity not previously
brought to account (no income ax applicable) - 19.6 = -

Future income tax benefit not previously recognised brought

1o accotmt dise 1o change in legislaton (no moome tax

applicable) - T8 - 5.3
Restatement of deferred income tax liability for tming

differences not previowshy recognised (no income tax

applicable) - (5.9 - (7.4)
Abnormal items before income ax (284.9) 185 (220.2) (2.1
Incodme my eflect 6. 0 = 15.2 s

Netabnormal items for the vear

{224.9) 185 1 205.0) (211




tax bosses in some controlled entities
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Coxsopipatin Santos L1n
(LU (LY 1] 1w
Senalkiom Smillion Smillion Smillion
ﬁ'l'l.\'l.lm'-. o
frcome tax on operating pofit/{las)
The prima facie income tax on operatng profit before
abnormal items differs from mcome ax EXpETISE
and is caloulated as follows:
Prima facie income tax expense ar W% B7.2 i 4 T2 2 504
Tax effect of permanemt differences which increase
{decrease) incomc Lix expense
Amortisation of non-deductible propers, plant and equipment 14.5 i4.3 4.6 4.6
Amaortisation of goodwill 20 1.8 = =
Rebate on dividend income A 4.3 1189 (32.9)
Non-assesable receipts = 6.4 = -
Mom-dedicuble ftems 28 4.0 0.6 0.5
Net effect of permanens differences 6.6 45 4T (¥7.5)
Income tax expense on current vear’'s operatng profit B
before abnormal items 103.5 1079 575 MR
Income ax under/ (over) prvuridﬂ! m prior viears 3.0 4.1 {5.2) il
Income tax expense on operating profit before abnormal iema 1045 1120 e 35.0
Income iax effect on abnormal items ik ) - {15.2] -
Income tax expense on operating profit/ (los) after
abaormal iems 1.8 1120 7.1 55.0
lemrlfm' yurrenl ancoms fax
Balance at beginning of the vear LA [T 408 124
Transfer from income tax expense Eh. 0 495 63.6 g1
Proor vear under/ (over ) provision (1.2 52 (5.1 (01
(Pavment) /refund of income tax i91.5) {22.7) i 4011 6.8
Losses of controlled entities pefunded | {unlised ) - - 1 iG.d)
Balance at end of the vear BA.T 9.7 618 4.5
ﬁmumjfnrdlfrﬂ?ﬂ PricOomaF Lix
Balance at beginning of the vear 1848 3192 254.1 210.0
Transfer from/ (o) income 1ax cxpense 461§ 5401 (213 6.8
Prios vear under/ (over) provision 1.0 S i1} 0.2
Future income tax benefit not previously recognised browght
1o account due to change i legistation = ¥R - i5.9)
Recognition of deferred income tax liabiliny for timing
differences not previouwsly brought w account - B9 - 4
Balance at cnd of the vear $18.57 g H b a5 |
The balance in provisson for deferred income tax is reduced
by the following amoums ansimg from unrecouped tax
losses in some controlled entities 0.4 2.0 - -
Fulure rrcosie bax lerefil
Balance at beginning of the vear TH.T ale = -
Transfer from/ (1o} income ax expense (3.93 a7 = =
Prior year under/ (over! provision 3.2 B 5% e =
Future income tax benefit not presioushy recognised broughn
iy o CORRRIE 16 - -
Balamce ar eqd of the vear 7l.6 TR = -
Included i future imcome ax benefits are amounts ansing from
1.4 176 - =



CoasnLIMATED Samos Lo
1941 150 191 1500
. Divinesps Provioen for or Pap
Interrm dizndend — 1 99]
The Directors pasd a fully franked imtenm dividend on
15 November 1991 w the registered shareholders in the
boaks at the close of business on 23 Ocrober 199]
9.0 cents on each ordinary share
(9.0 cents in 1990 and paid in 1991) 4.5 40.1 115 40,1
G0 cents on each "B cliss share
(9.0 cents i 1990 and paid in 1991} = il = il
Total interim dividend 41.5 40.2 41.5 40,2
Final dividend— ] 93]
The Directors declared a fully franked final dividend o be
paid on 19 June 1992 1o the registered shareholders in the
boaks at the close of business on 29 Moy 1992
10,0 cenits on each ordimiry share
(1000 cenes in 1990 and paid m 1991) A7.0 452 47.0 452
1.0 cents on each ‘B class share
(100 cents in 1990 and paid in 1991) - il = il
Total final dividend 47.0 153 47.0 453
Toial dividend 58,5 #5.5 88,5 85.5
' Casn
Csh = AUD 5.0 (TR oA 4.8
- LSy 137 16.6 - =
Th.7 74 04 4.8
@ Recenmvanies
Curreni
Trade debtors = AUD b | 196 184 14.1
= LIS 44.9 5.2 i | 226
Sundry debtors and prepayments 5£.7 44.1 34.9 17.5
Less provision for doubful debas (0.4 {04y 10,11 {13
Security deposits 0.9 L8 1.6 05
122.2 1229 79.9 B4
Non-currenl
Security deposits (refer (a) below) 2.7 236 15.9 165
Other loans {refer (b} below) 0.5 0.5 0.5 0.5
Dther deposs 4.0 4.0 4.0 4.0
) o b 204 a0

S ——

{a) Security deposits have been lodged with the South Australian authoritics on behalf of the Cooper Basin Downstream Joint
Venture for the provision of roads and senvices together with the jetvat Port Bonvihon. With the completion of these projects,
repavmients by the Sune Government of deposiis including an interest component have commenced over periods of up o
20 vears concluding in 2003,

b} Included in other loans is an amownt of $506,000 | 19960-8506,000), being a loan made 10 an executive director of Santos Lid
in accordance with the provisions of the Loan Scheme approved at the 1990 Annual General Meeting.

olr-:n.ﬂ-.n'ulu
(TE TS

Short=term deposits = ALUD 38.1 - — “
=YEN Ti8 67.7 = -
Listed shares in other entities .5 - A -
1184 67.7 6.4 A

Non-curmon!
Listed shares and notes in other entities 269 2304 g1 L] bty | s
Deposits - CHF 13.6 1.2 = =
130.5 2306 2069 bl | B
Investments in controlled entites {refer nowe 18) - - 9132 1049 6
5 2306 FE A 12640 8
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CarasnupaTen Somos Lo

a9 1 1w 1 5Hap
Lmillian Senallsen Lmtlbionm Servillbon
I"'n"l'l"‘i-l"lli\l"l LS TINE ELE) B
Total market value of current and non<urrent investments
in listed shares and notes 197.5 188 5 197.5 188.5

The Directors have reviewed the carming value of current and non-current investiments and where they believe there has been a
permanent diminution in their value the investments have been written down 1o net realisable value. Investments in listed shares
and notes were written down by $7.3 million ($7.1 million - Santos Lid) and this write-down has been treated as a component of
the abnormal item relating to the write-down of the carmang value of oil and gas investments.

ISVENTORIES

Petrolenm products 16.% 128 a0 8.5
Drillimg and mountenance stocks 4.8 09 7 14.6 14.8
Prowision for olsolescence LA L% {109 (L0
a8 4.2 2.6 a24
° OV rHER ASSETS
Ceprrent
Amounts owing by related parties
= whaolly-ownied controlled entities = - 59,2 38
= parth-owned controlled entines . - = .6
- - 50,2 454
Mon-rurent
Future income tax benetits Tl TRY - -
Prorerry, Praxt aso Eguirdest
Land and Bunlding
At cost (refer (a) below) %64 5.7 % 3 1 i
Less accumulated deprecition 1295 {11.9) (9.1 i(8.5)
23.5 Lo ] 131 134
Plant and Equifiment
AL ol 1451.4 15623 416 05549
At independent valuation—1977 15.2 5.2 15,2 L
Capitalised leases 16.0 159 1.0 105
1482.6 14164 16.. U G
Less accumulated depreciation 63183 (5461} (452.8) (397 6)
®i0E AT 574.0 2.0
FTofar Laso aso BUriniscs, Prast ash Bt tevest 2743 3k | 5H7.1 G54
Exveorarion, Evarvaroos asn DEverorses
Exrexniruwi
Areas of interest in which production has commenced:
At coal 176RE.0 1654, 1 G759 Gilu
Less accumulated depletion (15%.%) {362.49) (2 (1997
Less write-down of carmving value (refer (b) below) (27404 (7.6} (4141 (7.46)
a5 1'Hd 6 E11Y N 4246
Areas of interest in the exploration and / or evaluation stage:
Al cost Ti.0h Tl 15.0 Hi
Less write-down of carmving value (refer (b below) R [ 7.3} - -
T4 2 150 B
Torar Exrrogstion, Evaio atins wvsm
Deveporstixt Exersneii i 1.5 [357.8 7.7 43312
IrII Wi |‘|::|||'||.:l1_ f'1 % 1 %[ I'l_rl (N RS B (R BTN 225149 [ie0g, 8 I8 6

{al The Directors consacler that the current vialue of the buldmgs are s least equal o ther carmang value.

(b} The Directors reviewed the carming value of it propery, plant and equipment. A write=down of $277.6 million ($41.3 million
= %antos Ledd has been made o reduce the carmang vilues o the estimated recoverable amounis and this wrte-doswe lias been
treated as a component of the abnormal item relating to the wote-down of the carmang value of oil and gAs investments,
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CossnIBATED Sawros Lo
(1T | ) 1540 L]
Smillion Emillson Smillion Smilkion
IxTANGIRLES
Goodwill, at cost iGi.9 1656 - -
Less accumulated amorisation (47.0) {4240 = =
1149 1216 - -
0 CrEDITORS AND BoRROWINGS
Curreni
Bank loans ~YEN 713 - — -
Bank overdraft - = 0.% il
Trade creditors 364 54,6 9.8 349
Sundry creditors and accruals
= related parties
= whollv-owned controlled entitics - - 2.9 -
= ather than related parties 43.3 395 18,3 0.1
Lease liabilives 1.2 1.9 .3 1.6
154.2 6,0 il b 356
Non-rurrent
Bank loans =AUD 100 1300 - -
= L'sh 5.0 4581 - ¥
=YEM - 67.7 - -
Promissory notes =AUD 2118 146.1 - =
Euro commercial paper - AUD - 4.5 = -
= LISy 625 250 - -
Lease liahilities A 7.5 LY 27
KR1.7 H75.8 L7 2y
All bank loans, promissory notes and Euro commercial paper are unsecured.
a PrROVISIONS
Curmend
Dividends 470 #5.5 47.0 B55
Emplovee benefits 14.6 i3 14.7 150
Income @ B5.T 82,7 1.3 408
147.3 191.% 125.0 150.%
Nor-current
Deferred income tax 3397 S84.8 %y 2501
Future restoration cosis 20,0 . Bl 18.8 15.9
R, T 409 5 256.5 2750
Q{h Her Liamicimies
Curmend
Amounts owing 1o related parties
= wholl-owned controlled entities - - 7155 7755
Nowp-current
Deferred incame 124 0.7 0.8 i)
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Cosani IDATED SixTos Lo

19491 | el 196 19l
Emillson Emillson Lmellien Seallion
' SHARE Caritral
Authorsend caparal
1,0 SO0 D0 {1501 200 040, 00 v bassafied shares of 95¢ each R0 400 7 Sb 4997
P00 00k | ] 900 000,000 B class shares of 25¢ each - n3 - 04
500.0 S0 5000 S0
Tovund capital
A69.518, 179 { 19980=446, 065,047 ordinary shares of 25€ cach 117.4 1115 117.4 1115
10600, o) | ] i | 00 000 "B e lass shares of 25¢€ each - 0% - 0.4
3,333,500 (1990-3.350 2500 ordinary shares of 25¢ cach paid o 1€ - - - -
117.4 1118 174 1118

Fmcveasr in eovued share copetal
During the vear the following ordinary shares (fullv pad) were allotted to Santos Lid shareholders under the Dividend
Reinvestment Plan:

Drate Number of Shares Premiwm per share
4 January 1949] 5,678 566 563
15 Jub 1991 BA445.118 $2.51
15 Nowembser 19491 BR06, 6 52 84

Q00,000 B class shares (full paid) of 25¢ each were re<classified as ordinary shares (fullv paidi in accordance with a special
resolution approved by sharcholders at the Annual General Meeting on 17 Mav 1991,

116,750 ordinary shares (paid to 1 cent) issued under the Santos Executive Share Plan were converted to fully pabd ordinary shares
during the vear.

100,000 ordinary shares (paid to | cent) were wsued on 18 December 1991 under the Santos Executne Share Plan,

ORI'-IFHI'-

Share preimium 956.9 RES B 956.9 RER &
Asset revaluation 14.9 i40 14.9 149
Capital 59 59 57 57
Foreign currency translation 10.4 82 = =
985, 1 176 9775 L
Moy lf.ﬂﬂ'l'l! the whEr
i'lm‘rprmu-
Balance an beginming of the vear SHE6 T18.7 HE8 6 7165
Dividend reinvestment plan 650 174 65.0 174
Share jues 0.3 1.1 0.3 1.1
Rights issue = 153.4 - 1554
Balance ar end of the vear - 0569 REE O G569 R
Assrt rroaluation
Balance at beginning of the vear 14.9 16,0 14.9 149
Adjuument for exchange rate fluctuations - 05 - .
Net adjustment on disposal of a controlled entity - 1) = -
Balance at rnd_clll ihe vear 14.9 149 - 14.9 149
Forngm currveniy ranslahon
Balance at beginning of the vear 8.2 14 - =
Net adjustment on translaton of foreign controlled entities 2.0 48 - E
Transfer to retained profits 0.2 - - &
Balaniee at end of the vear 19.4 !_12 = -

_ i —————
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ali"-'\ri['ﬂl.hl I CoNTROLLED EXTITIES

Dieeails of Invesuments
in Shases Conmbution
Place of Bencficial Book to Consolidated
Incorporanon Inieres Value Profin [ Losa)
19wl 1560 155 15k (] | Lt
Name % %® Samill Fmill Smill Sl
Santos Lid (Chief Entity) sA (72.2) 154.2
Controlled Entities
+  Alliance Oil Development Australia 5.1 VIC 100 100 107.7 107.7 6 (0.7}
Whally-oumed controlled entities of Allianee Ohl
Development Australia N.L.
+ Alliance Minerals Australia 5.1 Vic 1on 100 = - o1 0.2
* Alliance Petrolewm Australia M1 VI 100 100 - - 15.7 9.2
" Alliance Petroleum International Lud VIC - i) 100 - = (0.4 i0.4)
- Alliance Petroleum Mew Zealand Lad ME iTE 100 - - - (3.3)
* Alliance Resources Lud VIC 10w 1040 - - (7.0) {0.6)
+  Boston Long Hedges Finance Pry Lid ViC 1o 1040 - = - -
+  Hellver Mining and Exploration Py Lid TAS 160 100 - - - -
+ Peko Oil Lad # VIC 100 100 246.7 4185 153.8) 24.2
Wholly-oumad controdiead emdifies of Peko Okl Lid
- Peko Bunyu Pry Lid Vic oo 100 - - - (4.5)
-~ Peko Exploration (UK) Lid UK oo 160 - - (0.7} =
" Peko Offshore Lud BER 100 1040 - - 0.2 0.3
Peko Petroleum (UK) Lud UK - = - - - {4}
. Weeks Exploration Company UsA 100 100 - - 130.7) 24
. Weeks Java Sea Pry Lid VIC 1o 1) - - - -
+  Reef Onl N.L NEW LY 100 B2.7 527 3.8 29
+ Santos Exploraton Pry Lid VIC 1on 1 14 54 V0.7 (1.6)
4+  Sannos Facilities Lid 54 L 1M - - - -
Santos Finance Lid NSW 100 100 T0.0 T0.0 (1.2) 11.5
4 Sanuos Indonesian Holdings Py Lad 5A EH] 100 - = - =
*  Santos Niugini Exploration Pry Lid PMG Y 100 H.5 B2 (01 (0.1}
+  Santos (N.T.) Pawv Lad ACT 10 1 4.8 14.8 6.8) 1849
*  Santos Oil Exploration ( Malaysia) Sdn Bhd MAL 10 104 0.2 02 (LAY =
+  Santos Petroleum Py Lid NEW 1o 100 9. i {50 (1.9)
+  Bantos Resources Prv Led QLD L L] - - - -
*  Santos (URK) Ltd UKk LU 10D - - - =
Santos (Loca 91-10) P Lud ACT 1o - - - - -
Sanuos (Loca 91-11) Pay Lud ACT i = - = - -
Vamgas Lid VIC o sl 190.4 145 17.9 230
+  Worldwide Assers Lid NEW 100 100 05.% 5.3 1.7 (7.3}
Whodly-onened controlied entity of Worldietde Assets Lid
+ Western Australian Capital Holdings Lud WA L0 10 - - - -
Other controllead enbities
Latec Investments Ld MNEW 7R 61 24.2 4.6 (0.2} 0.4
Wholly-omenad controllad rmiities of Latee Tnvestmenis Lid
s Astrascale Lud Uk 7 fil - - - -
* Comsery (Mo, 37) Py Lid MEW 78 il - - - -
+ Doce Pry Lad QLD T8 il - - 0. -
* Flinders Petroleum &.1. VIC T8 6l - - - -
l-'-'?l.ui.f_:lmfﬂmrmﬂnf Friiten nll".F"!.mdrr.: Prtvoleim N
+ Canso Besources Lud NEW TH il - - 14 L5
. Farmout Drillers N1 NEW A 61 - - ns 09
Consolidation adjustments comprising
eliminations of intercompany dividends and
investment write-downs and goodwill ameortisation 26.4 (67.5)
a13.2 10496 161.3
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a]rﬂ't.'.-.'[ MEXT I8 CoxTrOLLED ExTiTies (COXTINUED)
MNotes:
# The book value of Santos Lid's investment in Peko Oil Ltd has been written down in 1991 by $171.8 million to reflect the write-
down of the carrving value of oil 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 Termtory ~ PNG - Papua New Guinea VIC - Victaria BER - Bermuda
QLD = Queensland USA - United States of America TAS - Tasmania MAL - Malaysia

WA = Western Australiy

(i) Investments eliminated by rounding;

1991 1595

3 $

Boston Long Hedges Finance Pry Ltd 12 12
Hellyer Mining and Exploration Pry Lid 7.799 7.790
Sanuos Facilities Led 5 5
Santos Indonesian Holdings Pry Lid I 1
Santos Resources Pry Lid 2 2
Santos (UK) Lud 171 171
Santos (Zoca 91-10) Py Lid 2 -
Santos (Zoca 91-11) Py Lad 2 -

iii} Acguisition of controlled entities
Santos (Zoca 91-10) Pry Ltd and Santos (Zoca 91-11) Pry Lid were incorporated during the year.
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oi!‘ﬂl.ﬂ:t'hl IN JoINT VENTURES

(2} Santos Lid and is controlled entities have combined interests in the following unincorporated joint ventures:

Average
Joint Venture Principal Activitics Interest
%

SA/Queensland Block Operations Ol and gas exploration and production 55

{incorporating PEL 5 & 6 (SA) and

ATPI59/ATP488P (QId))
Bonaparte Basin Ol and gas exploration 57
Cambaodia (CB4) Ol and gas exploration 25
Carnarvon Basin Oal and gas exploration and production 24
Cooper Basin Unit Ol and gas production hh
Cooper Basin Liquid hydrocarbon ransportation

Downstream . and processing 5%
Gulf Coast - USA Ol and gas exploration and production 39
Jackson Moonie Pipeline Ol transportation 24
Malavsia (PM14) il and gas exploration 15
Mereenie Ol and gas production 21
Mereenie Pipeline Ol transportation 2
Palm Valley Gas production 28
Papua New Guinea (PPLS1) Oil and gas exploration 45
Timaor Gap il and gas exploration 20
Timor Sea Oil and gas production 20

il and gas exploration bk

United Kingdom Oil and gas exploration B

(b) Santos Lid and its controlled entities” share of assets and liabilities of the joint ventures is included in the Balance Sheets
under the following classifications:

CoxsomaTiD Saxtos Lo
g8 1 1991 15740
Smillion Smillion Smillion Smillan
MNon-current assets
Buldings, plant and equipment E57.0 B74.7 581.7 G085
Exploration. evaluwation and development expenditure 10047 13578 417.6 4332
Receivables 2.7 236 15.9 165
Total non-current assets 1994.4 2256.1 10152 1058.0
Current assets
Eecenvables 2.5 103 3mao T4
Inventories 4.4 2.7 14.6 14.8
Tl current assels 50,9 350 42.8 2.0
Total asseis 2045.5 80,1 10578 INHI._E.
Current liabilities o
Creditors and bormowings 32.1 56,4 19.4 Ha
Net investments in joint ventures 2013.2 s Yl 10384 1046, 1
(e} The amount of contingent liabilities and capital expenditure -
commitmenits in respect of unincorporated joint vennires is:
Capital expenditure commitments 5.5 45,6 5.2 54
Contingent habilites .7 2454 2.7 21.8

(d} Disclosure of the profit or loss contribution of unincorporated joint ventures is required by Schedule 5 Clause 34110 of the
Corporations Regulations. Santos Lid and its controlled entities are involved in 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 to idennfy the profit or loss comribution from each mdmadual jomi veniore.
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@Ru.n ED ParTiES
Information pertaining to relaed party transactions not disclosed clsewhere in the financial statements is as follows:

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

The Executive Direcior, Mr N R Adler, was a participant in the issue of Plan Shares under the Santos Executive Share Plan.
Mr M R Adler also has a loan from Santos Led. Interest received on this loan wotalled $32.800 ( 15990-513,T05).

Agreements exist with the non-executive directors providing for the payment of a 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 $290,208
(1990-§75.625).

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

Santos Lid received management fees during the vear of $1,740,000 ( 1990-51,710,000) from Vamgas Lid and $1.144,800
(1990-81,100,000) from Latec Investments Lid in accordance with management administration and technical service agreemenis
in place with these controlled entities.

Saxtos Lo
15491 5]
Smillaon Emillson
Controlled entities
All amounts owing by or to wholly-owned or panthv-owned conrolled entities are for loans
made on interest free terms for an indefinite peried with the exception of:
Amounts owing to wholly-owned controlled entities 712.0 T67.3
These loans were made in the ordinary course of business on normal market ierms and conditiona.
COssm IDATED Savros Lo
194] (R0 1949] L1
SO0 S0 LS00 SO0
‘Dmr: TorRs’ axD EXECUTIVES REMUNERATION
DIREcTORS
Amounis received ar due and receivable from Santos Lad
and its eontrolled entities by the Directors of Santos Lud
and Directors of each of its contralled entities 1,589 1,693 053 o9
Number of Directors whose remuneration was within the
following bands:
S000"s i Mo
0 =10 i ]
20 =30 4 6
A0 - 40 5 -
40 = 50 I 1
Bl = ) i 1
RO —6H00) - 1
G40 =650 =
SUPERANNUATION AND RETIREMENT BENEFITS S000 S000 000 S000
Superanniation contributions provided and retirement
benefits paid in respect of Directors. The Directon beliove
that the provision of full particulars would be unreasonahle, 180 430 L] 348
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CosanLInaTED Savtos Lo

1991 190 1991 o]
£060 000 S000 $00d

@ Dixecrors’ axp Executivis’ REMUNERATION(CONTINUED )
EXECUTIVES
Amounts recerved from Santos Lid or it controlled entities

hrﬂ'-l'-‘flmﬂ officers whose income is llillﬂm or greater 4,493 4,125 4,493 3,540
Humhtdﬂmr uﬂkm whm: mmunrrarlm mmmm
the following bands:

S5 Mo, Mo, Mo, Mo,
N1 10 B T B F
110=120 3 7 L 6
120-130 ] 2 5
1301440 2 1 z 1
140=150 1 - 1 =
1 65ilk=1 70 1 - ] =
170180 - 1 - 1
R L) - 2 - 2
200-210 T = 2 -
21 0= 1 1 I
TR0 - | - -
280240 | - 1 -
Blat R T - | - 1
200310 | - 1 -
F10-520 | 1 i 1
SO0—n) - 1 - |
(40630 I L ] -

1991 160 1901 1950
Smillion $amillvon Snzillinn Smillion

@ Reuvseration oF AvpiToRs
Amounts received or due and receivable by the auditors of

Santos Lid for

= audil services 0% 0.4 0.2 0.2

— other semiees 05 b o3 4
& .4 0.5 [iXE

Amounts received or due and receivable by anditors other

than the auditors of Santos Lid for

= audin semaces .1 oo - L

= other services .2 a2 - =
0.5 0.4 - =

a SEGMEXT ReErorTiNG
Santos Lid and its controlled entities operate predominanty in one indusary, namely exploration, development and marketing
of hydrocarbons, and in one geographical segment, namely Australia. Revenue is derived from the sale of gas and liquid
hvedrocarbons.,
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CoNsoLIDATED Saxtos Lo

(] [RE L] fas] =
Smillicm Smillion Smillion Smuillion
Oflu‘ﬂuil MENTS FOR EXFENDITURE
{a) Capilal commifeients
Contracts for capital expenditure on plane,
equipment and buildings for which no amoums
have been provided in the accounts:
Dhie not later than one vear 16.2 4490 5.2 LR |
(& Lease commilmenis
Fmance leases:
Die mot later than one vear 1.8 50 1.4 Z1
D larer than aiie vear but aot later than two vears 5.5 2.1 0.8 1.4
Due later than mwo vears but not Later than five vears 1.7 6.5 1.5 1.5
Duee later than five vears - 0.6 - 05
Tostal commitments under finance leases a0 12.2 3.7 55
Less future finance charges il.4) (28] i0.7) (1.2
Finance lease liabiliy 7.6 9.4 3.0 43
Operating leases:
Due not later than one vear 4.1 4.2 26 5
Due later than one vear but not later than two vears 5.4 4.3 24 26
Due later than two vears but not later than five vears B 4 .6 73
Duie laver than five vears 4.5 12.0 b 5. | i
Towl commitments under operating leases #0.4 3.9 14.9 19.0

() Santos Licl and s controlled entities have ceroun obliganons o perform minimum explociton work and expend minimsm
amounts of money on such works in petroleum exploration permits, production and related licence areas. These obligations
may be varied from time to time subject to approval and are expected 10 be fulfilled in the normal course of operations.

-..':il.'rr:t.uﬂ UATION LOMMITMENTS
Santos Ltd and certain of its controlled entities participate in a number of superannuation funds and pension plans in Ausiralia,
United Kingdom and United States of America which provide benefits either on a defined benefit or cash accumulation basis for
emplovees or therr dependants on retrement, resignation, total or permanent disablement or death. The emplovers and
emplovee members both make contributions as specified in the rules of the respective funds.

The assets of all funds were sufficient 1o satisfy all benefits which would have been vested in the event of termination of the fund,
or i the event of voluntary or compulsory termination of the employment of cach emplovee. The following s a review of the
significant emplovee benefit plans

Name of fund Santos Hetirement Samtos Staff  Executive
Plan Superannuation Fund

Type of benefit Cash accumulation Defined benefits and
benefit cash accumulation

Basis of contributions Percentage of Percentage of membser’s
member's wage salary contributed by member and emplover,
contributed by member The emplover’s percentage reflects the amount
and emplover. recommended by the Actuary o provide

1the delined benefir

Emplover's legal Enforceable subject Enforceable subject o right 1o cease

obligation to contribute to right to cease comnbunons contributions on written notice to the Trustees.
on nod less than one month’s The actuaral review concluded that the Fund
notice o the Truistees has o surplus of assers over liabilities and

recommended that Santos Lid reduce emplover’s
contributions up untl the results of the next
actuarial review are known, This independent
acbvice has been .||:-t't'|il:rd. and defined benefi
contributions have been suspended accordingly.

Last actuarial assessment Not apphcable 1 Jamuary 1991
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CoNsOLUIDATED Savtos Lo
1949] | HKEd (f:i ]} 154
a CONTINGENT LIARILITIES
Contingent liabilities arising in respect of other persons:
(i) Performance guarantees 76 .6 74 6.5
(i1} Emplovee service agreemenis 9 IR 0.4 0.9
(iii} Claims have been lodged including the following:
{a) claims for loss and damage arising out of alleged
breach and repudiation of contract and i ot 18.7 .4 0.4 04
(b} claims for low of contract 154 15,4 14.9 14.9
15.6 6.3 5.6 7

Legal advice in relation 1o the claims lodged above indicates that on the basis of mailable information, litgation involving majer
claims is unlikely to be successful and that sendement of minor claims is unlikely to exceed $600,000 on a consolidated bass,

In June 1991, the Full Bench of the Supreme Court of South Australia allowed an appeal by a party to the South Australian Unit
and Downstream Cooper Basin Joint Venmresagainst an earlier decision of Justice Bollen in the Supreme Courtof South Australia,
concerning the validity of an adjustment to the participation factors in the Cooper Basin Joint Venture, asat | January 1987, The
effect of the order is that those participation Eactors are o be redetermined. The Directors believe that the 1 Jamgary 1987
participation factors when redetermined will not vary significantly from those factors as previously calculated.

' Ecososmic DEpesnexcy

There are in existence long-erm contracts for the sale of gas, but otherwise the Directors believe there is noeconomic dependency.

‘I‘lnl Barasce Date EveExTs

In November 1991, Santos Lid announced unconditional takeover offers for the shares in its parth-owned contralled entities,
Vamgas Lid and Latec Investments Lid, which it did not already own, On 14 February 1992, Sanios Lid moved to compulsonby

acquire the remaining shares in Vamgas Lid.
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STATEMENT BY DIRECTORS

l.  In the opanion of the Directors of Santos Lid:

(a) the financial statements set out on pages 26 1o 44 are drawn up so as to give a true and fir view of the results for the year
ended 31 December 1991, and the state of affairs as at 31 December 1991, of the company and the economic entity:

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

(e} atthe date 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 to believe that the company will be able to meet any obligations or lahilities to which it is or
may become subject by virtue of the Deed of indemnity between the company and certain controlled entities pursuant to a
Class Order. Refer to Nowe 18 for further details.

Signed in accordance with a resolution of the Directors

.- ¥R A

DiRECTOR DirEcTOR

Adelaide
30 March 1992

INDEFENDENT AQDIT REFQRT TOD THE MEMBERS OF SANTOS LTD

SOOFE
We have audited the financial statements of Santos Lid 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 siatements
and the information they contain. We have conducted an independent audit of these financial statements in order 1o express an
opinicn on them o the members of the company.

Our audit has been conducted in accordance with Australian Anditing Standards 1o provide reasonable assurance as to whether
the financial statements are free of material mistatement. Our procedures included examination, on a test basis, of evidence
supporting the amounts and other disclosures in the financial satements, and the evaluation of accounting policies and significant
accounting estimates. These procedures have been undertaken to form an opinion whether, in all material respects, the financial
satements are presented fairly in accordance with Australian accounting concepts and standards and stanutory requirements so as o
present aview 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 set out in note 18,

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

Avpir OPIXION
In our opinion, the financial statements of Santos Lid are properly drawn up:
(a) =0 asto give a true and fair view of:
(i) the state of affairs as at 31 December 199] and the results for the vear ended on that date of the eompany and the economic
entity; amd
(i} the other matters required by Divisions 4, 44 and 4B of Part 3.6 of the Corporations Law to be dealt with in the finamcial
AL TS,
(bl in accordance with the provisions of the Corporations Law; and
(e} inaccordance with Sttements of Accounting Concepts and applicable Accounting Standards,

b § FPat Aasel, %’7 7M .

KEPMG Peat Marwick C.W. Dunsford
CHARTERED ACCOUNTANTS ParTxER
Adelaide,
20 March 1992
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AND

SHAREHOLODER IMFORMATION

STOCKE FECHANGE

Listed on Australian Stock Exchange at 20 March 1992 were
469,609,679 ordinary shares. Unlisted are 100,000 class B’ shares,
1667500 partly paid Plan ‘0" shares and 1,574,500 parthy paid
Plan *2" shares. There were 31,755 holders of all classes of issued
shares (including 1 B Class shareholbder and 76 holders of Plan “0°
shares and 74 holders of Plan 2 shares) compared with 26,400 a

The listed issued ordinary shares represent 99.95% of the
voting power in Santos. The holdings of the twenty largest holders
of shares represent 56.5% of the total voting power in Sanios {lasi
vear B4.9%).

The 20kugest sharcholders in Santosasshown in the Company's
Register of Members at 20 March 1992 were:

Hame Numberof %of
fudly praid Voting

Shoares 'I'.:lpiut

Matiomal Nommees Limited 51491070 110
ANE Nominers Limited 44,336, 808 a4

Pendal Nominees Prv. Limited
Australian Mutual Provident Socierny

27,160,334 L]

Mol asfc) 24,637,157 5.2
Chase Manhatan Nominees Limited 22,304 397 4.7
Bank of New South Wales

Nominees Pov. Lud. 10,899 864 x

Avstralian Mumnal Provident Society

iNo. 2afc) 10,620,252 23
State Authorities Superannuation

Board - NSW B A2 TRV 1.8
CBA Nominees Limated 2349 162 1.5
Smte Government Insurance Commission 5,272,374 1.8
Queensland lnvestment Corporation 7.002,647 1.7
ISMG Nominees Prv. Limited 4 16,060 1.4
MLC Life Limited 6,475,687 1.4
The Mational Mutual Life Assoctation of

Australasia Limired 5230 108 1.1
Government Insurance Office of

Boew South Wales 4488 7 .
The Colonial Mutual Life Asurance

Sociery Limited 4,033,197 0.9
Pear]l Assurance PLC 3,708,017 18]
Australian Mumal Provident Society

(Mo, 3a/¢) 3,439,930 Q.5
The Prudential Assurance Company Lid. 3225084 0.7
Furich Australian Life Insurance Limived 3.194.901 0.7

264472055 565

The following interests are recorded in the Company’s R:E_;m,-r_nf
Substantial Shareholders s 30 March, 1992,

Name Addrews B ol voting
shases held
Australian Murual 1-3 Phillip Street
Provident Society  Svdney  NSW 2000 41,968,978
Bankers Trust /= Level 38
Australiz Led. Australia Sejuiare

Swedney  WSW 2000 32,045,545

The Capital Group Inc. 333 South Hope St

Los Angeles

California 175A 23 240,341
"The Australian Mutizal Provideni Society has also notified the
Company in accordance with the Secunties Amendment Act 19838
{New fealand) that i is a substantial sharcholder by viriue of 1
having a relevant interest in the abovementioned shares.

Yorisa Ricurs
Except as set out in Article 11 dewiled below in respect of B Class
shares, Articles 83 1o 88 of the Company"s Memorandum & Articles
of Association detail the vouing nghts of members. The Articles
indicate that on a show of hands, every member present in person
of by representative or the attomey of a member shall have one
vote and upon a poll subject to certain conditions detailed in the
Articles every member prosent in person or by amormey, proxy or
representative shall have one vote for every fully paid share held.
Pursuant 1o the Rubes of the Santos Executive Share Plan, Plan *2°
and Plan 0 shares do not carmy any voting fights except on a
proposal to vary the nghts attached to Plan shares.

Article 11 set out below confers special rights 1o the holders of
B Class shares - = Notwithstanding any other provison of these
Articles upon a poll on any resolution 1o repeal or o amend any
of the following provisions, namely, the provisions of Article 2
which define "AGL" and "AGL Subsidiary™ and Aricles 8,9, 10,11,
12,13, 14, T4 and 98, the B Class shares shall collectively confer on
the holders the right 1o such number of votes as shall be equal 1o
twenty six seventy fourths of the number of votes at a poll
conferred by all the other issued shares on the holders thereal
and cach holding of B Class shares shall confer the right w0 a
rateahle proportion of the votes thus collectively conferred.”

RicHTS F APFOINTMEST

i for B Class shareholder)

Article 12 confers the right on AGL and its subsidiaries while they
hold the whole of the issued B Class shares to appaint one person
as a Director, It also confers the right wo remove or replace the
person it appaints as a Director, Unless previously terminated by
agreement between the Company and AGL, these nights will
expire om 31 December, 2006,

MUMMARY OF Suamg BECIsTERS
See outside back cover.

Stock Exchasvse LisTiNGs

The Company’s issued ordinary shares are listed on The Australian
Siock Exchange Limited and the Home Exchange is Adelaide,
The Company's shares are also listed on the New Zealand Stock
Exchange.

American Depository Receipts (ADR) issued by Morgan
Ceuaranty agains Santos shares held are sponsored and quoted on
NASDAQ ( National Association of Securities Dealers Inc) in USA
under the symbol STOSY, Each ADR unit represents four ordinary
Santos shares.

Asabvsis oF THE Listin SHARES - Basar o
hpl.'\.tl-n.lllll-
Fudly Pabd % al T ol B
Oirdimars Halders Shares
Shares hie bl
) {Haoslders)
1 -1,y = 12,852 4006 1.4
1AM T - T, (MK 14285 45.2 T2
RICE LY [REL LN 2045 K1 19
101 & over 1,545 i1 875
Total No, 31,605 1000 1000

* There were %93 sharcholders who held less than 100 shares
which atthe current market price wasdeemed to be the minimum
marketable parcel.

For Directors” Shareholdings see Directors” S oy Repor.



Barmirs oF O axp Barkers or
O EQUIVALENT

CHil is sl b the harrel, a practice which dates back 1o ihe
indusiry’s orgins in the United Saes of America when oil
wars stored in barrehs of 42 US gallons. A barrel is equivalens
e 159 Bitres on 35 “imperial’ gallons.

Hydrocarbon products including namural gas, LPG and
condensate can be measured by volume, energy content or
weight. The lquid products of condensate and LPG are
usakally mieasired in barrels and oanes respectively.
Althoogh there are different conventions for mcassring
hydrocarbon products, it is possible 1 compare quantites of
each by converting these measurement units inio a commeon
unit based on their energy content. This common unit is
called a barrel of oil equivalent (BOE ), A BOE is the amount
of energy 4 barrel of ol generates when bumied. The encrgy
cottent of different hvdrocartsons can b compared in terms
of how many BOE'S a particular quantity of hvdrocarbon
prosduct contains. The quantiny required 10 generaie one
BOE varies between hvdrocarbon prosducts anad the folliwing
are the comversion factors Santos tses for cach of its products.

DSt S
Salcs a1 petajoule = 1TL98T ROEx 1P
I balllon cubic feet = 18140 BOE = |0°

m;;-;h*nphm
1 barrel = (1,035 BOE
LRGN ltonne - KA BOE

PETAJOULES AND GIGAJOULES
Jouiles are a metric measurement of energy and the
measurement by which Santos selbs its gas. A gigajoule is one
bllion { 1 000 000 000) joubesor 1 kilojoule x 10, A petajoule
s equal o one million gigajoules or 1 kilojoule x 107 The
equivalent imperial measure 0 joules are British Thermal
Units (BTUY. One kilojoule = 09478 BTU

PeoveDn axp Probasie RESERVES
Until odl and gas are actually recovered from the ground,
mexsurement of the quantity that can be ultimatelyrecovered,
the reserves, can only be made by estimation. Reserves
estimates rely on scismic surveys and the drilling of wells,
which may be hundreds of metres apart, o provide
information on the ofl and gas resenvoin which e several

FixaNciaL GALEXDAR

kilometres below the canth’s surface.  As the information
prowiched by these sonrces i lmited, reserve estimates are
classified acconding 1o the confidence with which the estimaie
can be made,

Proved reserves are defined by the Ausiralian Stock Exchange
as these reserves that, 1o & high degree of cerainn, are
recoverable, st commescial mtes, under presenitly Jmi:ilutrd
production methods, operating conditions, prices and costs
Probable reserves are defined by the Australian Stk
Exchange as those reserves that iy be reasaiiably assamed
1o excisg hecaise of geophsical or geological indications and
drilling done in regions which contain proven reserves.

Coorer Basix Uxit Joaxt VEXTURE

The exploration rights to the Cooper Basin region of Soutl
Armralia were orginally held by Santos alone, Chbier
conpanbes guined mterests in parts (hlocks' ) of the region
I funding exploration. Each of these hlocks was a new,
sCpArRe joing venturne,

Cias sales commenced o Adelaide i 19859 from one block, By
the carly 1970°s a nummber of additional gas fields capahle of
supphing gas had been discovered in several sber blocks
anl a sales contract for the supply of gas 1o New South Wales
haid been conclisded. The South Australian Cooper Biasin
1 it wars created o, i effect, sl gamane the gos reserves of
these blocks and provide for their dowlopiment uidce &
single joint venture ("The Unit’)

The mterestof the various companies in the U nitane resicwed
anl adjusted periodically w essentially reflect estimates of
reserves b each block,

SersMic Surveys axo THREE
Dismensional SEisMic

Spimbe anrvevs, are o 1o H_T.llll.'l an indersanding of mock
formations beneath the carih’s surface,

Chil and gas are belioved o b the remains of decompeosed
plant and animal mater bined hundoeds of millions ol ves
ago and trapped beneath the canth’s surface. By conducting
a seismibc survey, oil and gas explorers are able o obiain
indications of whether the rock formuations would be capable
of trapping oil and gas #nd the depth of the formations.
Three dimensional | 30 setsmic wa relarvely pew iechnigue
which enabiles the nnllil-ll.:llhlll ol thiree dimensianal images
of mck formations compared with the two dimensaonal
imagge provded by comvenitonal seismmic, Thegreater accurmy
af three dimensional seismic wnd the beter dnage D proviides

ol rock Formatbons allows maore accurate argriing of welle

SHAREHOLDERS'
Exquiries

Enqquiries [rom
sharelodders and other
interesitd people should
e diredteed fo

The Secretan

Santos L

50 Grenfell Strect Adelaide
South Austialia S

19t

April: First quareee
revenue, production and
1_"l.illl!r..lnlll1ll anmil
development expenditure
announced o Australian
Stoch Exchange (ASh)

19 Mo Aaumuad General
Merting

0 Ao Boaoks close 1o
determine entiilemenis o
Fral ilivacbenid

19 Jume: Pavmicnt of fnal
dividend

30 June: Half vear end

Juby: Seconid quaner
reveibe, production and
exploution aned
development expendiinme
anpounced o ASX

September: Half vear
rosiilis announood o AN

Ohctisbers Thined guaries
revenue, production and

cxploration and
development expendibone
anmounced o ASX

31 Decembaer: Financial

Year end

R LR

Jasnssary: Finval cuarter
reYyemnmie,; FIH'H'lIII tvn il
exploration ad
development expendinire

anmoinced to ASY

Sarch: Full Year resuls
anmanoed 1o ASX
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CoMPANY
IXFORMATION

Samios Lid

AN, 007 550 923
Incorporated in Adelaide,
Sounth Aastralia on 18
March 1954,

Ouucsted] on the official liss
of The Australian Siock
Exchange Lid and abao ihe
New Zealand Siock
Exchange.

Sanbos American
Depository

Receipts isaed by Morgan
Caparanty i U'SA are
spesrpserred and are guaosted
on the NASDAQ svsaem in
USA.

SExioR MANAGEMENT

N R Anr

Mamaging Direcior

J Dy AmusTRon

Excoutive General Manager
Exploration

] W McArmx

Excoutive CGeneral Manager
Commeroial

J B FrreGenumn
Corporate Development

R ] Worn ey

General Manager
Accouiiling

R W Brasson

Ceenveral Manager
Proslusctioan

B | Lawease

General Manager
Marketing

J L Crumiens

Staine Mansger
Chicensland

M G Roserrs

Caroup Caenaral Counsel
and Company Secretary

REGISTERED AND
Hean OFrFice
Santos House,
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Addelaicle,

Sonnth Anestralia SN
Telephone (08) 218 5111
Facsimile (8) 212 5476
Telex AARETIG
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Hrdsyne

Hih Floor, Santos House
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Telephone (07) 228 G666
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Telephone (02) 235 0809 { !
Facsimile (02) 232 5827 T
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91| Cavenagh Street
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Telephone (089) 41 2470
Facsimibe (0S5 41 2475

Sydmey 1"
\

.

R
Y
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Weeks Exploration
Company
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