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Santos 1995 Annual Report

Performance Summary

Highlights

 Financial |

Increase in sales revenue of 4.9% to 3671.6 million

* |ncrease in earnings before interest and tax of Y.6% 1o 2296, 1 milhion

* |ncrease in profit after tax before abnormals of 10.8% to $150.1 mulkon

* |ncreasa in eamings per share before abnormals of 7.7% to 27.9 cents
Wy = B §

* |ncrease in dividends per share from 22.0 cents to 23.0 cenls,

fully tranked

2 F:H"- T nceE "'. e

Exploration
= Discovery of the Undan gas/condensate field in Timor Gap
Block ZOCA 91-12

s Successful appraisal of the Elang and Stag oil fields

+ G(6 exploration wells drilled (63 in 1994) with a 56% success rale

Reserves

# [ncrease in reserves aof 72 million boe from exploration, the largest
addition in over 20 vears

s |argest increase in reserves of petroleum liquids in the
company's history

Sales Volumes
» Annual sales volumes of 36.8 million boe (369 million in 1994)

Marketing

e Long-term contracts signed for the sale of south-west Queensiand
gas to customers in south-gast Queensland

* Mew gas contract secured with the Northern Territory Power
and Water Authonity

+ Commencement of construction of treatment facilities at Moomba
lor the IC] ethane project

Business Development

* |nterast in the Stag oil field increased to 54.17%

* Acquisition of producing interests in the US

Investments

o Shareholding in QCT Resources Ltd increased from 28% lo 32%
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Santos 1995 Annual Report

Company Profile

Global Operations

Since the company's foundation in
1954 as a petroleum explorer, Santos
has developed into a major energy
company. The majority of the
company'’s assets are located in
Australian petroleum provinces.

In recent years Santos has acquired
operations in the United States, the

United Kingdom and South-East Asia.

As it enters its fifth decade, Santos
s increasingly an international
company.

At the conclusion of 1995, Santos
had a market capitalisation of over
$2 billion and 1,500 employees.
Santos shares are traded on the
Australian and New Zealand
Stock Exchanges. American
Depository Receipts issued
by Morgan Guaranty against

Santos shares are quoted
on NASDAQ.

4 Company Profile

Carnarvon
Basin

&

The core of Santos’ of the company's
business is a majority revenue is sourced from
interest in oil and gas this acreage.

felds in the Cooper/ —yyigiec in South
ERNEANEA BASIT W Australia and New South

Central Australia. This
area covers over 121,000
square km of licences
and leases over two
States, South Australia
and Queensland, and
involves production from
183 gas and oil wells in
190 fields. Santos
operates these facilities
on behalf of a number
of joint ventures. Around
three-quarters

the region on the basis
of long-term contracts.
From 1997 gas from
south-west Queensiand
will be sold into south-
east Queensland under
long-term contracts.
The company markets
its petroleum liquids
products to Australian

Orbwary Basin

Wales purchase gas from

and international buyers.

—d

In Queensland, Santos
also participates in oil
and gas production from
the Surat Basin and gas
production from the
Denison Trough.

In the Northern Terntory,
Santos holds interests in
the Mereenie oil and gas
field and the Palm Valley
gas field which are
located in the Amadeus
Basin. This gas is
supplied principally to
Alice Springs and Darwin
under long-term
contracts.



Santos parficipales in Otishore oil and gas
onshore and offshore oil  production and

and gas exploration and  exploration is undertaken
production in the US in the Gulf of Mexico,

through Santes USA Onshaore production and
Corporation, a wholly- exploration 15 focused
owned subsidiary of on the Gulf Coast States

Santos Amenicas and and the Arkoma Basin,
Europe Corporation which  Oklahoma.

15 based in Houston,

Texas,

[ro o co

i Producton A Expioratan
"\ Pioehines {Gp = gas, Lp = lgquids, Op = o}

w Pipalings undes constnaction

0Off the north-west coast
of Western Australia,
Santos has interests in
three producing oil fields
in the Timor Sea and has
interests in an onshore
producing oil field in

the Canning Basin.
Exploration interests are
algp hald in these areas.
In addition, the company
has exploration interests
in permits in the
Carnarvon Basin, the
Bonaparte Basin and the
Timor Gap. The company
15 actively pursuing new
projects in these areas.

In South-Easl Asia,
santos holds production
and exploration interests
in the Bula ol field in
Indanesia as well as
exploration interests

in Papua New Guinea.

Santos’ interests in ol
and gas production and
exploration in the UK are
conducted through a
wholly-owned subsidiary,
Santos Europe Ltd. which
15 based near London.
The production and
exploration portfolio is
focused on the Central
North Sea and the
Southern Gas Basin,

Currently, Santos Europe
Ltd's only producing
riiferest s in the Angha
gas field in the Southern
Gas Basin. Interests in
six other blocks are held
which include two
undeveloped ail figlds,
Bantf and Prerce, which
are located in the Central
North Sea. The company
15 actively seeking to
acquire producing
imterests with exploration
potential.

Company Prolile 5
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Chairman’'s Overview

lohn Uhrig

A Year
of Achievement

“1995 was a successful year for Santos.
The Board looks to the future growth

of the company with confidence.’

The company achieved a good result in 1995,

Total sales revenug increased by 4.9%. This reflects
improved pnces across the company s product range,
together with sales volumes sustained at close 1o the
record levels achieved in the previous year.

The company’s gas business continued to grow
strongly. Sales volumes were 2.4% above the record
levels of the previous year. This resulled primarily from
increased sales in the US and UK

Total production duning the year was 1.1% below the
previous year, but gas production increased by 4.4%
o a new record level

The exploration program achieved a high level of
success, both offshore in the Timor Gap and the
Carnarvon Basin and onshore in the Cooper/Eromanga
Basins. The exploration success rate recorded dunng
the year was 56%

The company's recent record of exploration success
has led to a significant increase in reserves o 703
million barrels of oil equivalent (boe). This is a record
level for Santos. Growth in resarves 15 one of the key
factors in prowding future growth for the company.

Qur sales are also very important. 19895 was a
successiul year in this respect with the company
SIENINg |'-'1F'IE-EEF|"F contracis o supply gas 10 cuslomers
in south-east Queensland from 1997, The demand for
natural gas is growing and the company is well
posilioned to take advantage of this growth

Theé continuing success in developing new markeling
opportunities for Santos’ gas resarves, together with
exploration success, IS necessary to ensure the
company s growth

B Chairman's Ovenview

Met profit after tax and before abnormal items for
the year was $150.1 million, an increase of 10.8%
on the previous year.

Earnings per share before abnormal items was
27.9 cents. an increase of 7.7% on 1994, The return on
shareholders’ funds befaore abnormal items was 9.9%.

Abnormal losses arose during the year as a result of the
devaluation of the Australian dollar (AUD) against the
LIS dollar (USD) and the increase in the company {ax
rate. In total, an abnormal loss of $39.5 million was
recorded. This compares to an abnormal gain of

354.9 million in 1994 followang the appreciabion of the
AUD against the USD dunng that year and the receipt
of a compensation payment associated with the
Moomba-Sydney pipeline

After accounting for abnormal items, Santos’ profit
altributable to shareholders was $110.6 million,
compared to the correspanding figure of $190.4 million
in 1994

The $94 4 million turnaround in abnormal items
between the bwo penods 1s the predominant factor
distinguishing the bottom line results

Dividend

Directors have declared a final ordinary dividend

of 12.0 cents per share which is fully franked.

This dividend will be paid on 2 May 1996 to those
shareholders registered in the books of the company
on 29 March 1996,

The final dividend brings the company’s tolal 1995
dvidend to 23.0 cents per share which compares to
22.0 cents per share declared in 1994, The declared
dmidend s equivalent to a distribution of

%1236 million



QCT Resources Ltd

During the year Santos increased its shareholding

in QCT Resources Ltd (QRL) to 32%. The company’s
investment in QRL provides for modest diversification
nto an energy-rélated industry where the outlook

4 RPromising.

Board of Directors
A number of changes were made 1o the Board
of Directors during the year:

= Mr Peter Barnett, formerly Managing Director
and Chief Executive Officer of Pasminco Lid.,
was appointed a non-executive Director.

* Mr Nobby Clark resigned from the Board,
reflecting the additional commitments arising from
hus appointment as Chairman of Coles Myer Lid.
On behalf of the Board | would like to express the
company's apprecation of Mr Clark's service over
the past five years.

e Mr John McArdle, the company's Executive
General Manager-Commercial, was apponted
an Executive Director.

The Board places a high priority on having in place
appropriate corporate governance arrangamants,

which are discussed further on page 39 of this Report.

As a company with significant operations in inland
Australia, the Santos Board also places a high pnionty
on responsible environmental management. The
Environmental Commitiee of the Board regularly
reviews the company's environmental policies and
management. Santos’ environmental practices

are discussed further on page 23 of this Report,

B Class Shares

In December 1995, agreement was reached with The
Australian Gas Light Company {AGL) to bring forward
the expiry date of the special rights attaching to the
100,000 B Class shares in Santos’ capital, all of which
shares are held by Sangas Development Ltd, a
subsidiary of AGL. These special nghts principally
include the nght to appoint a Director and a veto nghtl
mn respect of any proposed amendment to certain of
Santos’ Articles of Association

Under the company’s Articles of Association, the

B Class shares are to be reclassified as ordinary shares
on 31 December 2006, or such earlier date as Sanlos
and AGL shall agree. Santos and AGL have negotiated
an agreement upon terms so that in effect an agreed
reclassification will now take place from the conclusion
of Santos’ next Annual General Mesting, in May 1996.

Outlook

The outlook for Sanlos s encouraging.

The company has a strong balance sheet, substantal
reserves, a significant number of development projects,
particularly in offshore Australia. and a diverse

range of marketing opportunities

The strong balance sheet and cash flow will enable the
company to fund a vigorous exploration program, fund
necessary capital expenditure and take advantage of
other commercial opportunities as they anse.

Conclusion

1995 has been a successful year for Santos.

The company's financial results were good and the
ground work was laid for further growth.

These results are due to the efforts of the company's
management and employees and, on behalf of the
Board, | wish to record our appreciation and thanks
1o them.

| also acknowledge the strong support of the company’s
shareholders. The number of shareholders has grown
significantly in recent years, reaching a total of over
55,000 at the end of 1995, The company has before

it @ range of good growth opportunities, which will be
of benefit to our shareholders.

ﬁ.t,ﬁ/wt«j

J A Uhrig
Chairman

Charman's Qvernew 7



Santos 1995 Annual Report

Managing Director’'s Review @

Ross Adler

Strategy for growth

“Santos’ strategy for growth in oil and gas
has three major components. The company's
success in each of these areas, together with

the outlook for further growth, is the subject
of this Review.”

First, successful S
fundamental to growth in the oil and
gas business. Not only is it important
to maintain a significant program

but it is also important that the
exploration program be cost-effective,
targeted and disciplined with an

| appropriate mix of risk and reward.
- . Exploration is complemented by the

_

A Roughnecks at work
an the drilking g floos

acquisition of producing assets

or selected exploration opportunities.
Successful development of projects
resulting from exploration is also
critical to bring reserves on stream.

Second, successful and cost-effective
application of technology is also
very important for growth. Petroleum
technology has advanced significantly



over the past decade, reducing
well costs, enhancing recovery and
reducing failure rates. Technology
has also helped constrain growth
In production costs.

The third is successful market
development, particularly in the
gas business, taking advantage of
reserves bullt up over many years.
Marketing gas to new customers
IS a high priority for Santos.

There is currently good potential for
further growth in gas demand, both
In Australia and internationally,

and the company has
positioned itself to benefit
from this growth.

Taken together, these
three factors represent the
major sources of growth In
the company’s existing
pDusinesses.

dardiliTare
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Managing Director's Review continued

Financial

Growing Sales Revenue

Sales revenue increased by 4.9% to $671.6 million in 1995, This
resulted from higher prices for all products, offset in part by a higher
average AUD/USD exchange rate throughout the year and a shift in
product volumes sold from oil to gas.

Total sales volumes were 36.8 million boe, close lo the record 1994
level of 36.9 million boe

Gas sales rose by 3.3 petajoules (PJ) to 139.6 PJ (24 million boe) which
5 the highest annual gas sales recorded by the company. This reflecled
higher gas sales in the UK and the acquisition of the Sublime gas field
in the US. These increasas in sales volumes were offsat in part by lower
gas sales from south-west Queensland.

Higher gas sales volumes helped compensate for the fall in the volumes
of petroleum liquids sold. Weaker crude oil sales volumes resulted from
natural field decline, field maintenance and unfavourable weather
conditions which affected production from some fields

Total production was 356.8 million boe compared to the record level
of 37.2 million boe in 1994, It is expected that production will be higher
in 1996

Total operating revenue was $751.3 million compared to $728.3 million
in the previous year.

Expenses
Tatal operating expenditure excluding royalties was lower in 1995

Expenses in 1995 include $39.6 million for royalty and resource rent
tax payments to governments. This figure is $6.2 million higher than
n 1994 largely due to higher sales revenue and lower deductions

Met stock levels increased due to the recognition of processed ethane
gas stored in sub-surface reservoirs as inventory and storage of sales
gas produced from south-west Queensland.

The 1995 results include $23.9 million for write-downs of exploration
expenditure. The 1994 wnte-down in exploration expenditure of
$20.0 million was previously reported as an abnormal item. This
write-down has been reclassified to a normal component of operating
profit to be consistent with the presentation of the 1995 write-down.

Earnings Before Interest and Tax up by 9.6%

Earnings before interest and tax for the 1995 year were $296.1 million,
$26.0 million or 9.6% higher than in 1994, The net interest expense

in 1995 was $39.1 million. This was $1.4 million lower than in 1994
While the total level of borrowings was lower, higher interest rates
increased the net interest bill by $7.8 million. Capitalisation of inferest
on the financing of the south-west Queensland gas and South Australian
ethane development projects reduced the 1395 net interest expense

by $9.2 million

10 Managing Director’s Rewow
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Operating Profit After Tax up by 10.8%

The company reported an operating profit after tax and before abnormal
items of $150.1 mullion for the year ending 31 December 1995, This
compares to the corresponding resull of $135.5 million recorded in
1994, an increase of 10.8%.

Abnormal Items
A net abnormal loss of $39.5 million after income tax is reported
in the 1995 year, comprising:

* The upward restalement of the net deferred income lax provision
at 1 January 1995 of $29.3 million to reflect the increase of the
company tax rate from 33% to 36%.

» Net foreign currency exchange losses of $10.2 million due to the
depreciation of the AUD against the USD between balance dates.
These losses are largely unrealised and reflect the revaluation of
the company's USD denominated debt in ling with exchange rate
movements in accordance with accounting standards requirements.
Since balance date. the AUD has strengthened against the USD which
at tha date of this Report has largely recouped these losses.

In 1994, a net abnormal gain of $54.9 million was recorded. This
included net foreign currency exchange gains of 344 .2 million after tax
on USD denominated debt, due to an appreciation in the exchange rate
between balance dates in that year, and a $10.7 million compensation
payment in relation o the release of cerlain contractual rights
associated with the Moomba-Sydney pipeline,

Profit After Tax and Abnormal Items
Total net profit attributable to shareholders after tax and abnormal items
was 31 10.6 million. This compares to the 1994 result of $190.4 million.

Strong Cash Flow
The company’s operating activiies continue to provide strong cash flow
sufficient to fund known growth projects.

In 1995 the net cash flow from operating actwvities totalled

$369.0 million which compares to $363.5 million in 1994, The majonty
of this increase was due to higher sales revenue, net of higher income
tax payments

This cash was sufficient to fund outlays on plant, exploration and
development of $168.6 milien, and acqurstions and investments of
295.0 million which included the purchase of US oil and gas assels and
additicnal shares in QUT Respurces Ltd

Balance Sheet Strength Maintained

MNet debt at year end was 3642.0 million, $22.1 million higher than at
the 1994 year end, The net debt to equity ratio at year end was 42 3%
compared to 40.5% at the end of 1994

THE credit r-a“ng EEE'HE].L Standard and Poor's, maintaimead Sanlm'
long-term credil rating at "A-*

Managing Director's Review 11



A

Exploration Strategy
The key elements of
Santos’ Exploration
Strategy are to

® Build upon the
accumulated knowledge
and expenence in the
Cooper/Eromanga
Basins

® Pursue focused
diversification of the
business gulside
the Cooper/Eromanga
Basins.

* Aclively manage the nsk
profile of exploration
expenditure to achieve
a as towaras
low to medium-risk
opportunities while
providing for a
meaningiul lavel of
high risk and reward
exploration

* Lontinug active and
ngerous management
of the company’s
exploration acreage
parttolio

» Complement the
company’s own
exploration program
through prudent
acquisitions

Managing Director's Review continued

Exploration

Best Exploration Performance in over 20 Years

Exploration expenditure during the year totalled $87.9 million
and involved the drilling of 66 exploration wells:

s Gas: of the 44 gas wells drilled, 29 were successiul
» Oil: of the 22 oil wells drilled, eight were successful

In total, the company achieved a success rate of 56%.
The highlights of the 1995 exploration program were:

» The participation in the discovery of the Undan field, a major
new gas/condensate field in the Timor Gap.

» Successful appraisal of the Stag oil field in the Carnarvon Basin.

« The high number of successes recorded in the company's offshore
Australian acreage (four oil, three gas)

« The high number of new gas field discoveries made in the company's
acreage in the Cooper/Eromanga Basins (12 fields).

The following table provides a detailed summary of the company's
exploration results for the year:

'i'i'['lhﬂdl-ll':il Suc IIE'E-'E.‘-I..H“";'I_':‘-||'- _EIJ::H& .
Gas il Gis Qul Rate (%)
5 18 3 14 1 7|
| it & WT 21 8 12 2 a8 |
| Offshare Australia 4 9 3 4 54 |
"-fﬂn-:r-;'-::- -%'-. Eufopa 1 2 0 33
343 22 29 8 56

Portfolio Management

The company added exploralion acreage in the Carnarvon Basin
to its portfolio dunng the year. As part of its portiolio management
process the company sold, withdrew, relinquished or applied to
relinquish certain of its exploration interests.

1996 Exploration Program

The exploration program for 1996 involves the drilling of at least

S0 wells at an estimated cost of $115 million. Over 80% of proposed
exploration expenditures will be devoted o gas exploration. This

15 consistent with the group strategy of maintaining a strong focus
an the identification and commercialisation of gas projects

The proposed gas program consists of 63 wells, This wall

= Hulld upon the established position in the Cooper/Eromanga Basins.

* Uindertake further appraisal of the Undan field to evaluate possible
reserves beyond the area of the current reserve booking and to better
define the development options.

= Continue to exploit remaining opportunities in eastern Queensland.

The proposed oil program consists of 27 wells and will pursue
opportumities in the vicinity of the Stag field in the Carnarvon Basin.
the Timor Gap and the Cooper/Eromanga Basins

12 Managing Director's Review
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An ap j mprlate mix
‘of risk and reward

? lsldf' e essence of Santds
explofatlon program.
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Seismic Data
Cooper/Eromanga Basins
SEISmIC survey cosls
($/km) have been held
at less than world
equivalent prices, while
guality standards have
been maintained or
improved. 30 seismic
data continues to be
reviewed for applications
where economically
justified. Seismic data

i% not only used to locate
new exploration targels
but also as an important
toal to optimise field
developments (such as
the recently discovered
Heleary/Telopea fields).
Outside of the Cooper/
Eromanga Basins, a

3D seismic Survey was
used to better estimate
the extent of the Stag
reservour. It continues

lo be the prime tool

to locate and assess
exploration targets

in Santos’ acreage.

Managing Director's Review continued

The company will also undertake the following pre-development studies:

» Analysis and review of the Undan appraisal program as a precursor to
the development of the field.

» Participation in studies to assess the appraisal drilling results for the
Stag field and future development options for the field.

» Analysis and review of the Petrel-6 results and exploration studies
to plan future exploration activities for the Bonaparte gas project.

Technology |
The application of advanced technology is very important in reducing

exploration risks, in increasing available reserves and resources and
in reducing required finding and operating expenditure. In recent
years Santos has applied technological advances in a number of
important areas:

» Improvements in seismic acquisition for definition of sub-surface
strata including the use of a three-dimensional (3D) gnd rather
than two-dimensional (2D) lines. This can provide superior data
quality resulting in greater object definition. The cost of 3D seismic
is currently higher, but advances are rapidly decreasing the cost
differential.

« Interpretation of seismic data facilitated by increasing computer
power. As well as increasing interpretation turnaround, alternative
interpretations can be presented o the geo-scientists on their
computer screens and significantly enhance analytical capability.

« Drilling innovations including deviation of the wellbore to achieve
a horizontal producing section and increased well productivity.
Reduced diameter well drilling or “Shmholes” are also being used
to lower production costs particularly where only one reservor is
targeted and/or it is shallow.

« Wellbore performance enhancement including the use of fracture
stimulation to force open fractures in the rock and improve
hydrocarbon flow into the wellbore, as well as optimisation of
artificial lift to bring hydrocarbons to the surface.

« Enhanced oil recovery involving ingection of a fluid into the reservoir
to increase production. Technological advance is aimed at improved
understanding of the reservoir to gain better reservoir response and
increased hydrocarbon recoveries.

These initiatives will be further developed during 1996. Devalopment of
geoscientific analytical tools 15 continuing. The horizontal well program
will be expanded with three reservoir targaets planned in South Australia
and one in Queensland. The first of these, the Big Lake-56 honizontal
well, was recenlly spudded.

14 Managing Director's Review
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Seismic Interpretation

The dramatic increase

in computer power for
geo-scientists and
engineers has contributed
significantly to exploration
well success rates in
operated permits. Not only
have high success rales
been achieved in the SA
Cooper/Eromanga Basins
gas wells in 1995 but
also drill bit finding costs
(total dnlling, seismic and
associated below ground
costs per gigajoule of gas
found) have been
contained. Comprehensive
interpretation of seismic
data, coupled with well
results, facilitates
detailed evaluation

of project opportunities.
Consequently, in 1995
Santos increased its
interest in the permit
where the successiul

Stag (Carnarvon Basin)
gxploration and appraisal
wells were dnlled,
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Managing Director's Review conhinued

Record Reserves

After accounting for production of approximaltely 37 million boe, total
proved and probable reserves increased by 40 million boe dunng 1995
to a record level of 703 million boe. This equales to close o 20 years of

reserves at current production rates

The exploration program contributed 72 million boe o reserves

The majority of this increment came from the Stag and Undan fields
Erghteen million barrels of ol reserves (Santos’ share) resulted from
appraisal and increased equity in the Stag field. The company also
added reserves of close to one million tonnes of LPG and 22.8 million

barrels of condensate from the Undan field (30 mulign boe).
Three-quarters of the reserve additions from exploration were from
petroleum hguids. With these additions, the company's petroleum
liquids reserves increased by 38% to 169 million boe. This represents
the lareest level of pelroleum liguids réserves ever recorded by Santos

iy the end of the year, the proportion of the company's reserves localed

outside the Cooper/Eromanga Basins had increased to 23% from 17%
al the end of 1994
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Resources

The vear end reserve figures exclude oil and gas resources which fall
outside the definition of proved and probable reserves. This may result
from uncertainty about their extent or the ability to be economically
recoverad, Santos holds interests in a number of oil and gas
accumulations which currently fall inlo this category. Santos

gstimates, in broad terms, that its share of the technically recoverable

hwdrocarbons in these accumulations is approximately 300 million bos
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Gas Industry
The Australian natural gas industry is a significant growth industry.

It is internationally competitive, especially at the production end. In a
study released in 1995, the Bureau of Industry Economics concluded
that Australian prices of industrial, commercial and residential natural

gas compare favourably with those paid in most industrialised countries.

It is also entering a period of significant change. Barriers to free
interstate trade in gas are being removed.

However, the nature of these changes is often misunderstood.
Inappropriate parallels are often drawn between reform in the electricity
industry and changes occurring in the gas industry.

Historically in the electricity industry, there was a single generating
authority in each State with a monopoly of sales to distributors (often
the same organisation). This is now changing with the creation of a
national market.

There have also typically been State-based monopolies in the
downstream sector of the gas industry (transmission and distribution).

Upstream Competition
However, upstream producers (of which Santos is one) have faced
strong competition in exploration and in securing sales contracts.

In exploration, the competition is global in nature as oil and gas
companies search the world for opportunities. Competitors range from
some of the world's largest corporations to a large number of small
exploration companies. Small companies (as Santos was 40 years ago),
companies from outside the industry and multi-national corporations
have all been able to successfully enter the upstream gas industry in
Australia over the past 35 years.

Regulated Sale

At the same time, upstream producers have faced significant
restrictions on their ability to sell gas nationally. State governments
have generally seen natural gas as a valuable respurce, with first
priority being placed on use in the home State. In economic terms,
the producers have generally been restricted to a small number of
potential purchasers.

Removing the Barriers

This situation is now changing. The previous marketing restrictions
on the major upstream producers are being removed. This will further
encourage the growth of gas demand by increasing the long-term
supply of gas available to the eastern Australian market. Santos is
well positioned to take advantage of these changes.

Some of the major factors leading to change include investment in gas
pipeling infrastructure, compelition policy and access reform and the
Mational Electricity Market.

©

Growing Demand for Bas
Australian demand

for natural gas is growing.

The Australian Bureau of
Agricultural and Resource
Economics (ABARE)
estimates that
consumption of natural
gas has been growing at
more than twice the rate
of any other fuel over the
past 20 years. Its current
share of energy
consumption is 18%. This
is expected to rise to 23%
by 2009/10. Consumption
in eastern Australia is
expected to grow at an
average rate of 3%

per annum over the next
five years. Demand is
likely to come from
increasing industnial

gas use and widespread
residential and
commercial growth.

Expanded use of gas
in electricity generation
i5 also a polential

new market.

Santos has signed at
least four major long-term
supply contracts in the
last two years.
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Managing Director's Review continued

ST T T T T T T T 177 Strong Demand for Cooper/Eromanga Basins Gas

The Cooper/Eromanga Basins currently have around 1,900 FJ

of uncontracted gas reserves. These reserves will prove to be highly
competitive in the eastern Australian energy market. They do not require
the development of new transmission infrastructure and are already on-
line to consumers in New South Wales, the Australian Capital Territory
and South Australia, with Queensland coming fully on-line from 1997

The range of opportunities in Queensland, New South Wales, Victona
and South Australia considerably exceeds the quantities currently
available from the Cooper/Eromanga Basins. Santos will be seeking
to pursue these opportunities in a way that maximises the value of

its Bas reserves.

Good Prospects for Increased Reserves
The company also expects to add to reserves through an aggressive

_ exploration program. The graph on the left shows the history of the
Cooper/Eromanga Basins gas reserves. It demonsirates the good

-F-J":"v"" potential for reserves replacement, providing acded security
Resarses i tha
abwance of sxpicrEhon for EIISlllr‘Ig contracts and scope for new contracls.
Bl Reserves added |
by exploranon There is considerable confidence in the Cooper/Eromanga Basins

_nd nevisions as a long-term source of supply of gas to the eastern Australian market.

This is reflected in the extent of recent third-party invesiment in the
major pipelines linking the Cooper/Eromanga Basins with s major
markets.

-
1 DLE S IESENes

Major Opportunities

Queensland

Santos believes that Queensiand presents major opportunities for gas
sales and the finalisation of contracts to supply south-west Queensland
gas to south-east Queensland customers is ewidence of this
Consumption of gas is still relatively low but i1s expected to grow quickly.
The next major opportunity for Santos is the sale of gas to north-wesl
Queensland. Beyond this, a significant range of further industrial
oppartunities exist

South Australia

In South Australia, the Cooper Basin Producers have contracts for
the supply of about two thirds of the State's gas demand until 2005
(Almost all of the remaiming demand 15 met by the South-west
Queensland Gas Producers.)

The Cooper Basin Producers have currently reserved 300 P of gas

for South Australia for the penod 2006-2013. This undertaking ceases
on 30 June 1996, but there is a further option for the Matural Gas
Authority of South Australia (NGASA) to then purchase any remaining
gas under this commitment by 30 Septermber 1996, Santos is currently
negotialing contracts for this gas

New gas sales opportunities, including gas for power generation, are
being pursued in New South Wales, South Australia and Victornia

The Cooper/Eromanga Basins are also relatively close to potential new
demand for gas in the State’s north. For example, Western Mining is
contemplating the use of a gas-fired generation plant al Olympic Dam

18 Managing Director's Review



Marketing gas
to new customers
is a high priority
for Santos.




Managing Director's Review continued

New South Wales

In New South Wales, Santos is pursuing a number of opportunities for
further gas sales and expects to be selling gas well beyond the existing
period of the contract with AGL, which expires in 2006. Santos expects
the Cooper/Eromanga Basins will be a significant competitive supplier
of gas to New South Wales for many years.

Victoria

The opportunity will exist for gas from the Cooper/Eromanga Basins
to be sold into Victoria. This will be facilitated once a pipeling link
is established between Victoria and New South Wales.

Summary
There are good prospects for increased sales of gas from the

Cooper/Eromanga Basins over the next 15 years. Growth over this
period is of course not expected to be evenly spread and will continue
to be influenced from year to year by factors such as seasonal and
economic conditions.

 Santos' ntesest n Uncontracted Australion Gas* Reserves' [N

ia: at Decernber 1995 Todad Gas Sankos’ Share Ur-:cuﬂr.r:tu:l. .5-:|r1-:1:-'5' Share of .
i Resemes in of Gas Gas in Uncontracted

[ Santos’ Acreags R =sarvi Sanics’ Acreaps as
|South Austialia - a0%0 1.730 1130 650

| Soutt-wesst Gig 1,380 810 770 450 |
| SuravBowen 200 100 30 10 |
| Amadeus 670 360 430 260 |
I

|TLIII___ i 5,300 3,000 2360 1370

*Inchedes sthane

fExcludes gas yet o be fownd ihrowgh exploration

Bonaparte
Resource

. m Honapane gas sesource (estemgbed) : "‘IL Pipehines iﬁ-r = pas]

‘ 1] - & ) " o [}
| % [Pipefines under comsdruction : %, Pt lendered by Queensland Governmeni
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Liquids Markets
In addition to being one of the major suppliers to the domestic gas
markel, Santos is a major Australian exporter of petroleum liguids.

Durning the year, the company commenced splitting naphtha production
inlo two separate product streams to optimise naphtha revenue and
enhance the qualty of Cooper Basin crude oil. This development more
fully utilises the Port Bonython processing facilities and adds flexibility
to the operation by allowing Santos to blend to individual customers’
needs. The ability to produce a range of blends has provided the
opportunity 1o enter new markels in the petrochemical and gas
production industries

Cooper Basin crude ol from South Australia continues to be highly
regarded for its distillate yield. The new enhanced quality has greally
improved its markelability, particularly for transport fuels, both in
Australian and Asian markets.

Investments

QCT Resources Ltd

Santos has a significant investment in coal producer, QCT Resources Lid
(QRL). QRL participates in coal production for export in the Bowen Basin
in Queensland. ane of the world's premier coal producing regions. During
the year Sanlos increased its shareholding in QRL from 28% to 32%.

After some years of difficult trading conditions, the future of the coal
industry looks more positive. The combined effect of low prices and
ncreasing costs progressively resulted in the reduction in the number
of supphers in both coking and thermal coal. As demand increased,
particularly as a result of strong economic growth in the Asian
economies but increasingly from Europe and South Amernica, a situation
of tight supply emerged. Consequently, coal producers were successiul
in negotiating higher prices for their product during 1995 and further
increases in coking coal pnices dunng 1996,

The continuabon of tight supply conditions i1s expected lo place

further upward pressure on prices over the next year at least.

QRL has posihioned itself 1o take advantage of these price increases
through increased production, following the development of the Crinum
{Gregory Joint Venture) and Kenmare (South Blackwater) mines, and
improved competitiveness. Santos is conlident that these actions will
have a positive impact on QRLU's profilabiity over time.

0il Company of Australia Ltd

Santos is the owner of approximately 12.5% of the ssued shares in

0il Company of Australia Ltd (OCA), which is 85% owned by Boral Lid.
OCA holds interests in the Surat Basin, Denison Trough, the South-wesl
Queensland Gas Unit and ol production from south-west Queensiand.

Magellan Petroleum Australia Ltd

Santos holds approamately 18.3% of the issued ordinary shares in
Magellan Petroleum Australia Lid, a subsidiary of Magellan Petroleum
Corporation. Magellan's major assets are interests in the Palm Valley gas
field (50.8%) and the Mereemie oil and gas field {35.0%), both of which
are located in the Amadeus Basin in the Northern Territory.
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Managing Director's Review continued

Community

In 1995 Santos supported a number of organisations and activibies
through sponsorships and donations. These contributions are made
in order to enrich the community life in the regions in which Santos’

major business interests he.

The company’s sponsorship and donations program cOvers a range
of cultural, educational, health and environmental activities in South
Austraha, Queensland and the Northern Territory.

Qutlook

In the ail and gas industry, developments take time to bear fruit. Over
the last two years the ground work has been laid for good growth. Some
of this work will begin to pay off in 1996 and 1997 with the full effects
becoming evident in 1998 and 1999

In 1996, production and sales volumes are expected to moderately
excead 1995 levels. The company therefore expects to at least maintain
the strong level of earnings performance achieved in 1995, subject of
course lo commaodity prices and exchange rates. Many of the aspects
of the 1996 outlook have already been discussed in considerable detail.
However, the major developments in 1996 are expected to be:

Exploration

* A lotal exploration program of around 90 wells with approximately
60% of exploration expenditure devoted to gas.

* Development decisions made on the Stag and Elang oil fields
In both cases production is expected to commence in 1997,

= Further apprasal of the Undan gasicondensate field.

Technology
* Three honizontal wells drilled in South Australia and one in Queensland.
* Commencement of the company’s siimhole drilling program.

Marketing

* Commencement of ethane sales to ICI from mid-1996.

* Commencement of gas sales to AGL for Sithe Energies from late 1996.
* Commencement of gas sales to south-east Queensland under

transitional supply arrangements from late in the year, with long-term
contracts commencing in July 1997,

These developments will all contribute to the company's growth in 1997
and beyond.

/YT A

N R Adler
Managing Director
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Santos 1995 Annual Report

Environmental

The management

of produced water 15

an elemenl associated with
the production of oil and
pas. The pholo shows an
example of a prodiced water
management facility in the
Cooper/Eromanga Basins.

means of monitoring compliance with regulatory
requirements and company policy.

Santos established ils in-house environmental management
team in 1980 and has been widely regarded as a corporate

leader in this field for over a decade. :
Santos’ Environmental and Wasle Management policies,

formally adopted in 1990, provide the foundabon for the
santos Environmenlal Management System (SEMS).

The company aims at environmental excellence, rather
than just compliance with legistative and regulalory
requirements, This has established a corporate culture
which incorporates environmental objeclives as

a lundamental part of Santos' day-lo-day managemenl.

First implemented in 1992, the SEMS was originally
based on the British Standard for Environmental
Management (BS 7750) and provided a structured
framework for integrating Santos” existing enwvironmental
practices into an internationally recogmised standard,

Responsibility for the environment is a hine-management
function. Specialist environmental staff provide advice

and technical support to management at all levels.
The Management System 15 subject 1o conhinual update

Santos places greal imporlance on training, education and review, Il has since been refined and modified to

and induction, This 15 aided by the company'’s award-
winning documentation.

The Environmental Committee of the Board, established
in 1994, is the peak internal group providing policy
direction and review.

Regular external and internal environmental audils have
been undertaken since 1983, These provide an effective

reflect the external adoption of 150 14000 which is the
newly emerging international standard for environmenial
management.

A proactive approach, which aims lo avoid and minimise
environmental problems before they occur, has enabled

Santos to responsibly manage the impact of its activities

on the different environments in which it operates,
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Business Unit Reports
Business Units Overview

South
Australia

“1995 was a year of solid

e B operating success for the
“”“ | ghh':”"ﬂ Business Unit, building on
G Gre el the commercial, technical
N and operational initiatives

Corporate Relations . .
. commenced In 1994
s Queensland and
Northern Territory

“The signing of long-term
contracts to supply gas to

Jisramy Lawrance

Petroleum Development '
and Planning

Peter Goode

Rod McArdle :

GE:‘:&IA;:IH&EEI CLJSJ[DITIEIS |H SOUih*EBSt
Queensland and

Nother Tertor Queensland from 1997 was

the highlight of the year for the
Business Unit and puts Santos
IN an excellent position to

attract more gas customers
In the future.”
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Americas an d Europa

Offshore
Australia

"During the year the ground
e work was laid for a major new
S Mo business for the group. Stag,
Elang and Undan are all exciting
projects providing an important
opportunity for future growth.”

Oftshore Australia

Queensland and
Morthern Territory

South Australia

Americas
and Europe

“The Business Unit concentrated
on developing the core areas

lohn Armstrong

residnt of activity in the US and UK

Amenicas and Europe

auring 1995. This is part of a
broadly-based intention to build
the company’s international
activities to approximately 20%
of group production by the turn
of the century.”



South Australian Business Unit

7 Gas Production Benefits from Higher Demand
Total production for the year was close to 22 million boe, slightly lower

than that recorded in 1994. However, gas production was at a record
high of 92.4 PJ due to higher demand in New South Wales. Crude oil
production was lower than in 1994 largely due to the natural decling
of the fields but also due to unfavourable weather conditions,

- Sanics acrmage I "".,. Pipelines under consiruchion

7\ Pipelnes |Gp = gas, Op = oll, Lp = hquds, Ep = ethane]

Exploration Success Continued
In the company's South Australian Cooper/Eromanga Basins acreage,
20 exploration wells were drilled dunng the year of which 17 were gas

and three were ail. In the gas explorabion program, 14 successes were

recaorded which included six new field discoveries.

Ol exploration recorded one success, the Big Lake-55 well. The result
was important in that it proved the existence of the south-westerly
extension 10 the Big Lake oil pool and will assist in augmenting oil
production from the area.

SA Gas Contract Extended to 2005

The continued success of the gas exploration program enabled the
gas sales contract with NGASA lo be extended a further year to 2005,
with 50 PJ commitied,

26 Business Unit Reporis
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Safety

The company's
commitment to prowding
a safe and healthy
waorkplace for all
employees and contractors
was recognised duning

the year. Santos was
presented with the 1995
South Australia WorkCover
Distinguished Achiever
Award and a National
Safety Council of Austrahia
High Commendation.
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Ethane Treatment Facilities

Construction of the new ethane proc BSSING
plant at Moomba commenced late in the vear
o enable the Cooper Basin Producers o meet
theur commitment to deliver ethane concentrate
10 IC1 Australa’s Botany petrochemical plant in
Mew South Wales from mud- 1996, The total
contract requirement is 160 PJ over 10 years;
santos” share s 85 P)

The budgeted total cost of the capital
expenditure 15 $26.8 million of which Santos’
share 15 approxamately $14.6 million

Review and Adjustment under the
Cooper Basin Unit Agreement
Under the South Austrahan Cooper Basin Unit Agreement, contributions
o capital and operabing costs and entitlements 10 producton are subject
o regular review and adjustment by refereance to information available
at the date of the review. Input data for the review and adjustment as

at 1 January 1987 was reissued to all Unit Parties following a 1991
decision of the South Austrahan Supreme Court declaring the first 1987
review invahd. Two Urit Parties, Parker and Parsley Australasia Pty Ltd
and Hasin (il NL, have disputed certain aspecls of the reissued input
data, which has been referred to arbitration in accordance with the
provisions of the Unit Agreement. Hearings are scheduled to commence
in September 1996

Positive Outlock for 1996

The outlook for the Business Unit is positive in 1996, Production

s expected to be higher as a result of the commencament of sales

of ethane concentrate ta ICI in addition 10 the start-up late in the year
of gas sales to AGL for Sithe Energies Australia Pty Ltd's co-generation
olant at Smithfeld in New South Wales

The Business Unit will continue o remain focused on

o Qplimising and gas axploration - The gas exploration program in
Cooper/Eromanga Basins permits PELs 5 and 6 i1s planned to include
30 exploration and appramsal wells, Ol exploration 1s expected 10
nvolve the dnlling of ten wells. In the areas outside the Cooper
Eromanga Basins, an assessment of available acreage will continue
and it is proposed to participate in the dnlling of al least one gas
wildcat well in the onshore Otway Basin

» Potental benefits of deregulation

The process of change occurnng
n the nation’s energy sector will see opporturmbies {0 add further o
the volume and value of the companys South Australian gas business
South Austraha, New South Wales and Victona will all be covered as

part of this effort

further cost reductions and productivity improvements
Reductions in capital costs for the exploration and development eftort
and in operating costs will be realised through the applhication of new

techmgues and technologies and more efféctive enginesnng

Moomba Plant,
South Australia.
Construction of the
extensions to the
Moomba Plant to
facilitate the sale ot
ethane to ICI will be
completed in the first
half of 1996,
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Queensland and Northern Territory
Business Unit

Increased Gas Production
Total production for the Queensland and Northern Terntory Business

Unit of 10.6 million boe was marginally lower than in 1994,

In Queensland, production for the year was 8.6 million boe. Sales gas
production was similar to 1994 at 28.2 PJ. Crude oil production in 1995
was lower than 1994 due to unfavourable weather conditions and the
natural decline of the fields.

13&,&

mm Sanios acreage

N\ Pipeiines [Gp = gas, Op = o, Lp = ligusds) | ™ Pipalines under construction
| *s.. Pipeline tendered by Queenstand Government

In the Northern Territory, total production was 2.0 million boe,

17.6% higher than in 1994, Sales gas accounted for much of this
growth, rising by 25% to 8.0 PJ. This reflects both the start-up of gas-
fired power generation for the McArthur River mine and the increased
share of supply from the Mereenie gas field. Qil production of 700,000
barrels was the highest since the end of the original Mereenie field
development phase in 1986. Successful development drilling and
fracture shmulation activities in the second half of the year added
1,000 barrels of ol per day (bopd) to field preduction.

Price Arbitration

Under the contract for supply of gas by the South-west Queensiand
Gas Producers (including Santos) to the Pipelines Authority of South
Australia {now NGASA). both parties gave notice on 31 March 1995
of their intention to seek a review of the pricing arrangements to
supply from 1 July 1996 and this process is underway,
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Exploration Activity Focused

on Gas in South-west Queensland

Mew Gas Contracts
Underwrite Future Growth
wesi LWueensiand Gas Producer Ballera Gas Plant,
wist Lueensiand gas | south-west Queensland.
i i tr g 19 1 . £175 mil will be
1 Q ! ty pent on 3 maj
expansian of this facility
R ) nd associated field
" . -t development in ] 99¢
and 1997

Expansion of the Ballera Gas Plant Underway

Transitional Supply Arrangements Made
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Wellbore Enhancement
The Amadeus Basin
Mereenie fracture
stimulation program
significantly improved
the performance of three
néw oil wells dnlled in
1995, The fracture
stimulation results, built
on prior knowledge gained
from Santos’ fracture
stimulation experience
coupled with the advice
of world experts, achieved
an average four-fold
increasa in the initial
production rate

Fracture stimulation

has also become an
important enhancement
tool for South Australian
gas wells and 3 program
for a broader use of
these techmiques is
Under review

Queensland and Northern Territory
Business Unit continued

Growth Opportunities in Queensland

Santos also believes that a major opportunity for growth exists in the
sale of gas to customers in Mount Isa and the surrounding Carpentana
minerals province in the State’s north-west. The base demand for gas
would be for electricity generation at the Mica Creek Power Station,
currently operated by Mount Isa Mines Lid. Additional electrnicity
demand or direct gas sales would come from new mining projects

in the region, a number of which are already at an advanced stage of
development including Osborne, Ernest Henry, Century and Cannington.

Santos is currently engaged in active negotiations for the supply and
transport of gas to this region with potential customers and with AGL,
whom the Queensland government has nominated as the preferred

pipeling developer.

Mereenie Joint Venture Secures New Gas Contract

In May 1995 the Mereenie Joint Venture, of which Santos has a 65%
interest and is the operator, secured a contracl to supply an addtional
23 PJ of gas over approximately 15 years to the Northern Territory
Power and Water Authonity (PAWA).

The contract is in addition to the oniginal 1985 contracts signed with
PAWA for a total of 266 PJ to the year 2010, from both the Mereenie
and Palm Valley fields, representing growth in total gas sales of
approximately 10%. This increase reflects the growth in the Territory's
ewsting use of gas as well as the development of new demand arsing
largely from the expansion in the mining industry.

Expansion to the Mereenie Plant Completed

To meet the new demands resulting from the PAWA contract, and to
enhance petroleum hguids production from the Mereenie field. the
Mereenie Joint Venture committed itself to the further development
of the Mereenie Central Treatrnent Plant, and associated facilities,
at an approxmate cost of $5.1 million.

Construction began in late 1994 and the plant was officially opened in
May 1995 at the time of the signing of the new gas contract. The facility
has been designed to increase gas production capacity, reduce the
flared gas associated with oil production and improve gas resnjection
into the reservoir to enhance oil recovery. The Central Treatment Plant
will become the basis for further incremental projects, such as possible
LPG production, which would generate additional income from the field.

1996 Outlook

During 1996, the Business Unit's exploration program involves the
drilling of 27 wells, Similar to 1995, the major focus of this program wall
be directed at increasing gas reserves in south-wes! Queensland wherp
14 of the 19 gas wells are planned to be drilled. Six of the eight oil wells
planned will be dnlled in south-west Queensland.

From a commercial viewpoint, additional customers for south-west
Queensland gas will be actively pursued and it is hoped that current
negaliations with polential customers in the minerals province of
north-west Queensland will be finalised during the year,
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Offshore Australia Business Unit

Exploration Activity Yields Excellent Results

Explaration activity in the compar : gage o B
: 30 1 2] Wi 1
'.'_.']""' l.!l A T =
25 i i Ja ! [ L]
Lary ihe B & A
e . =
L E B LU .
1595 Area C
Crude Oil
1.4 Area A
0.3 4
Zone of
' - Co-operation
1.7 . [
Tatal 9
I 15
'
Area B

Bl

Stag Qil Field Proven Commercial

3l



Offshore Australia Business Unit continued

A

Undan

The Undan (ZOCA 91-12)
and Bayu (Z0CA 51-13)
discoveries indicate the
presence of a single
gas/condensate field
astnide the ZOCA 91-12/13
boundary in Timar Gap
Area A The field appears
to have many of the
characteristics of a world
class discavery, with the
potential for large reserves
and long project life. The
economics of condensate
and LPG stripping in a gas
recycling development are
positive. Consequently,
Santos has booked its
share of condensate and
LPG reserves from the
currently apprased area

of the field. Further
appraisal dnlling and
development studies could -— Sanios acroage ¥’ Gas baid | F D4 faid
demonstrate the feasibility "\, Pepelines I:G::—'=am Op = pil] £
of LNG development in S ST
which case additional
value could be added to
the base gas recycling
development scheme

north-easterly extension of the Stag oil field and the Stag-6 horizontal
well provided important information on the potential deliverability from
the Stag reservoir. The production testing of a 1,026 metre long
horizontal well section resulted in a maximum flow rate of 6,317 bopd
accompanied by 15,988 cubic metres of gas per day,

While these results confirm the existence of a commercial ol field, it is

proposed to more accurately define the field's limits (and hence upside)
before committing to any development scheme.

Acreage Acquisitions Centre on the Carnarvon Basin

During the year Santos undertook several initiatives to increase its
exploration portfalio which collectively have positioned the company
with a greater presence in the Carnarvon Basin. These include:

= increasing the company’s equity interest in WA-209-P the permit
which contains the Stag oil field, from 33.33% to 54.17% through
a farm-in agreement with Globex Far East of Dallas:

* acquiring a 25% interest in permit EP 325 by way of a farm-in
agreement with Victoria Petroleum NL;

* the award of a 100% working interest in two new exploration permits,
TP/12 and EP 398, which lie approximately 50 km west of Dam pler,
WA and 20 km to the south of the Stag oil field

Evaluation of Petrel/Tern Gas Resource Continues
Duning 1995 a separate project team was established in Santos'
corporate area to further advance the development of the Petral and
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Production Affected by Natural

Field Decline

the major Tocus of the Oifshore Austraha Business Unit 1s currently Timor Gap,
aplorabion and development. However, the company does produce Offshore Australia.
I i number of mature fields The Atwood-Eagle.

a semi-submersible ng

Froduction of crude ol durng 1995 was lower than in 1994 and largely
et 4 : ) ) drilling the successhul
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Americas and Europe Business Unit

Production Boosted by US Acquisitions

Sanlos Amerncas and Europe Business Unit made an improved
contribution to the company’s results in 1995, Production rose

to 2.8 million boe, up 47% on the 1994 result. This was largely
attributable to gas production as a result of the acquisition of interests
in two producing properties in the US, and the higher offtake from the
Anglia gas field in the UK's Southern Gas Basin.

5t Tract 60-5
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| P Productan in that Sy

United States

In the US, 2 wholly-owned subsidiary, Santas USA Corporation,
participates in the exploration, production and development of oil and
gas. The key areas of focus are the Texas Onshore Guif Coast. the Gulf
of Mexico and the Arkoma Basin in southern Oklahoma

Acquisitions
Two producing properties were acquired duning the year:

* Sublime Gas Field - An 87% working interest was acquired in this
field which contains six wells producing gas and condensate and
I5 expected lo contnibute 500,000 boe to production in 1996
The field is located approximately 160 km west of Houston, Texas,

* West Delta Block 152 Field - An average working interest of 13% was
acquired in this field which contains 14 wells producing oil and gas
and is expected to add 100,000 boe to production in 199, The
field is located in the Guif of Mexico in a water depth of 120 metres

Exploration and Development

Santos USA Corporation had a contnbuling interest in the drilling of two
exploration wells during 1995, ane gas and one oil. In addition, eight
development wells were drilled, Six of these wells, four gas and two ail,
were completed for production.
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1996 Qutlook
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Americas and Europe Business Unit continued
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Agreement Fixed on Banff Equity Interests

A development decision was made during the year on the Banff ol
field which is 200 km east of Aberdeen in the Central North Sea.
The field, which was originally discovered in Block 29/2, extends inlo
the neighbouring Block 22/27a in which Santos Europe Ltd holds an
11.75% interest.

An Agreement was reached between the Joint Ventures in the two
blocks to fix the equity interests in the field for the duration of the
field life. Santos Europe Lid's interest is 1.8%.

During 1996, a 180 day EPT using a floating production unit with
shuttle tanker offtake, will be conducted to assess the potential for
development on a more permanent basis.

Prior to commencement of the EPT, two new wells will be drilled as
part of the potential field development,

1996 Qutlook

An abjective for 1996 will be to increase Santos Europe Lid's presence
in the focus areas through the purchase of equity in producing oil and
gas properties with exploration potential and in development projects
which can add value and production in the medium-term
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Licence Areas and Interests
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Board of Directors
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Corporate Governance

Board Composition

The Board currently comprises eight non-executive
directors, the Managing Director and one executive
director. It is the policy of the Board that there be a
subslantial majority of non-executive direclors and

that there be a separation of the roles of Chairman

and chief executive officer of the company.

Board Membership and Compensation
Arrangements

The Board has recently formalised its existing policy
and practice by the establishment of a Nomination and
Remuneration Committee. The Committee comprises all
non-exgcutive directors and its responsibilities include
devising criteria for, and reviewing membership of, and
nominations 1o, the Board and reviewing the
remuneration policies and practices of the company,
including the compensation arrangements for executive
directors and senior management and, within the
aggregate amount approved by shareholders, the fees
for non-executive members of the Board.

Appointment and Retirement of Directors

In addition to the prowvisions of the company’s Arficles,
the Board has adopted guidelings relating to the
appointment and retirement of directors, including the
age at which directors should retire from the Board.

Independent Professional Advice

The Board has established guidelines setting out

the circumstances and procedures pursuant to which
a director, in furtherance of his or her duties, may
seek independent professional advice at the
company's expense

Audit

It is Board policy to continue in existence an Audil
Committee, comprising threée non-executive direclorns
together with the Managing Director. The respansibilities
of the Committee include: reviewing the lerms and
conditions of engagement of internal and external
auditors: determining the appropriateness of internal
and external audit procedures; and prowding auditors
with access to the Board. The Committee formally
reports to the Board after each of its meelings.

Risk Management

The Board has in place a number of arrangements
intended to identity and manage areas of significant
business risk. These include the maintenance of:
Board Committees (including Audit and Environmental
Committees of the Board); detailed and regular
budgetary, financial and management reporting:
established orgamisational structures, procedures,
manuals and policies; audits (including internal and
external financial, environmenial and safety audits);
comprehensive insurance programs; and the retention
of specialised staff and external advisors.

Ethical Standards

In pursuance of the promotion of high standards of
corporate governance, the Board has adopted vanous
internal standards which extend beyond requirements
prescribed by law and include additional disclosure of
interests by directors and guidelines relating to the
dealing in secunties by directors and managers.

Corporate Governance 39
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Ten Year Summary 1986-95
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Directors’ Statutory Report

This report by the Directors of Santos Lid (“the Company®) is made pursuant to Division 6 of Part 3.6 of the Corparations Law for the
year ended 31 December 1995 and is accompanied by the Financial Statements for the period of the Company ﬂ""d_ '-“'E entities it

controlled from time to time during the period {“economic entity”) and the information appearing on the pages specified herein of this
Annual Report, which are to be read as part of the report:

1. Directors, Directors’ Shareholdings and Directors’ Meetings :
The names of Directors of the Company in office at the date of this report and details of the relevant interest of each of those Directors
in the share capital in the Company or in any related body corporate as notified to Australian Stock Exchange Limited are:

| Sumame | Other Names Shareholdings in Santos Ltd | | Sumame | Other Names Shareholdings in Santos Ltd
Berelicial Beneticial Beneficial  Non-Beneficial
Interest - Interest Inferest Interest
Lihrig John Allan (Chairman) 15,000 - Mason Richard Chapman Hope - 1,000
Adler Morman Ross Mchrdle John Walter
{Managing Direclor) 760,000° - (Executive Director) 459,317** 33,700
Barnett Peter Charles 10,000 - Sloan Judith 1,000 -
Gerlach Stephen - 3.B26 Strauss Robert 8,044 -
Kennedy  James Joseph 1,000 - Webber lan Ernest 10,000 -
Except where othenwise indicated, all shareholdings are of fully paid Mr Meil Rex Clark retired as a Director of the Company during
ordinary shares of 25 cents each the year,

* Inchudes 610,000 parily paid Executve Share Plan Shares,

** Includes 320,000 partly paid Executive Share Plan Shares

No Director holds shares in any related body corporate, other than
i trust for the Company

Details of the qualifications, experience, other directorships and
special responsibilities of each Director are set out on page 38
of this Annual Report.

Mr John Walter McArdle was appointed an Exacutive Direclor
of the Company on 5 September 1955.

Mr Peler Charles Barnett was appointed a Director of the
Company on 31 Oclober 1995,

Directors® Meetings

The number of Directors’ Meetings and meetings of committees of Directors held in the period each Director held office during the
financial year and the number of meetings attended by each Director are as follows:

| Sumame | Other Names Directors’ Meetings Audit Committee Environmental Committee
Mo, ol Mo of No. of Mo of Mo, of Ma. of
Meelengs Meetings Meetings Meetings Meetings Meetings
Aftended Held® Afended Hald* Attended Held*
Uhrig John Allan 10 11 3 3
Adlpr MNorman Ross 11 11 4 i 3 3
Barnett Peater Charles 3 3
Clark Neil Rex a 9 4 4
Gerlach Stephen 10 11 4 4 2 3
Kennedy  James Joseph ] il 3 3
Mason Richard Chapman Hope 10 11
Mchrdie Johin Walter 4 4
Skoan Judith 11 11
Strauss Robert a 11
Webber lan Emest 9 11 2 4

“Refiects the number of meetings held during the time the Director held office during the year,
As at the date of this report, the Company had an auwdil committee of the Board of Directors
Particulars of the Company's corporate governance practices appear on page 39 of this Annual Report.

2. Principal Activities

The principal activities of the economic enlity constituted by the
Company and the entities it controlled from time to time during the
year (“economic entity™) were gas and petroleumn exploration; the
production, treatment and marketing of natural gas, crude ail,
condensate, naphtha and liquid petroleum gas; and the
transportation by pipefine of crude oil. No significant change

in the nature of these activities has occurred during the year

3. Consolidated Result

The net amount of Consolidated Profit for the year ended

31 Decemnber 1995 after providing for income tax and abnormal
items was $110.6 million,

42 Directors’ Statulory Report

4. Dividends
In respect of the year ended 31 December 1995
(a) the Directors on 13 March 1996 declared a fubly franked final
dradend of 12 cents per fully paid share be paid on 2 May
1996 to members regstered in the books of the Company
as at close of business on 29 March 1996 and declared that
such dwvidend be a Class C franked dividend 1o the extent
of 100%. This final dividend amounts to approximately
$64.5 million: and
(b) a fully franked interim dividend of £59.1 million (11 cents
per share) was pad 1o members in December 1995,
A fully franked final dividend of $59.1 million on the 1994 results
{11 cents per share) was paid in June 1995, Indication of this
dividend payment was disclosed in the 1994 Annual Report.



5. Review of Operations

A review of the operations and of the results of those operabons
:_:f the economic entity during the financial year are contained
in pages 6, 7, 10 to 12, 16 and 26 to 36 of the Report to
Shareholders forming part of this Annual Report (“Report

to Shareholders™),

6. State of Affairs

There was no significant change in the state of affairs of the

economic entity that occurred duning the financial year ather than:

(a) those included in the 1995 Highlights on pages 2 and 3 of the
Report to Shareholders:

(b} the increase in the Australian company tax rate from 33%
to 36% which required a $29.3 million upward restatement
of the net deferred income tax provision. In addition, the
depreciation of the Australian dollar resulted in net foreign
cumency exchange losses of $10.2 million after tax on the
conversion of the US dollar denominated debt to Australan
currency;

{c) the 1994 net profit attributable to shareholders of
$190.4 million benefited from abnormal items after tax of
$34.9 million comprising net foreign currency exchange gains
on the US dallar denominated debt of $44.2 million afier tax
and a $10.7 milllon compensation payment in relation o the
release of cerfain confractual nghis associated with the
Moomba-Sydney pipeline; and

(d) upon satisfaction of the conditons of an escrow agreement
entered into durng the financial year between the Company
and the Austrahan Gas Light Company, the special rights
attaching to the B Class Shares will expire at 5.00 p.m. on
the day of the Company’s Annual General Meeting 10 be held
during 1996, Upon expiry of those rights, the B Class Shares
convert into, and carry the nghts attaching to. ordinary shares
of the Company.

7. Subsequent Events

There has not arisen in the interval between the end of

the financial year and the date of thss report any matter or
circumstance that has significantly affected or may signifcantly
affect the operations of the economic entity, the results of those
operations, of the state of affairs of the economic entity in

subsequent financial years.

8. Future Developments

Certain likely developments in the operations of the economic
entity and the expected results of these operations subsaquent

lo the financial year ended 31 December 1995 are referred

to at pages 18, 20, 22, 27, 30, 33, 35 and 36 of the Raport

to Shareholders. The Directors believe, on reasonable grounds,

it would be likely to result in unreasonable prejudice o the
Company if further information which may be required by Section
305(11) of the Corporations Law 10 be included in thes report was
=g included and the information has been excluded in accordance
with Section 306 of the Corporations Law

9. Directors’ Interests and Benefits
(3) Directors have declared interests in contracts or proposed

contracts with the Company by wirtue of thesr assocation with
the companies specified in the statement seting out
particulars of the guaifications, expenence and special
responsibilities of each Director on page 38 of this Annual
Report. Some of these companies have transachons with
the Company in the ordmary course of business.

{b) There are no particulars of Directors’ interests declared in
contracts or proposed contracts as descnbed in Sechion

307i1)ic) of the Corporations Law which are not otherwise
disclosed in this repaort
(c) Since the end of the previous financial year no Director of the

Company has received or become entitled o receive a benefit

{other than a benefit included in the aggregate amount of

emoluments receved or due and receivable by Directors

shown in the Consolidated Accounts or the fixed salary of a full
time employee of the Company or an entity that the Company
controdled or a body corporale that was related to the Company
al a relevant time) by reason of a contract made by the

Company o a body corporale (that was related to the

Company when the contract was made or when the Director

recerved of became entitled to recene the benehts) with the

Director or with a firm of which he or she is a member or with

an entity in which he or she has a substantial financial interest

except that:

(1) Mr N R Clark was, following his retirement during the year,
paid a retirement benefit pursuant to an agreement
entered into with members” approval at the 1989 Annual
General Meeting;

(m} an agreement was enterad info on 31 Oclober, 1995 with
Mr P C Barnett in accordance with members' approval at
the 1989 Annual General Meeting providing for payment
of a sum on retirement from office as a Director: and

(ni} a retirement benefit in accordance with an agreament
entered into with mambers’ approval at the 1982 Annual
General Meeting will be payable to Mr R C H Mason
consequent upon his ceasing to be a Director at 5.00 p.m.
on the day of the Company's Annual General Meeting to
be held during 1996

10. Share Options
There are no unissued shares under opton,

11. Indemnification

At the Company’s last Annual General Meeting Arbcle 177 was
amended so that the Company indemnifies each person who is or
who has been an officer (as defined) of the Company against any
hability to another person (other than the Company or a relaled
body corporate) ansing from thesr position as such officer, unless
the liabality arises out of conduct invabing a lack of good faith
The Company has insured against amounts which it is hable to
pay pursuant to Aricle 177 or which it otherwise agrees 10 pay
by way of indamnily. Articke 177 also provides for an indeminity

in favour of the auditor in relation to costs incurred m defending
proceadings in which judgment & given in favour of the auditor
or in which the auditor s acquitted.

12. Rounding

The Company 15 a company of the kind referred (o m Class Order
No. 94/1252 dated 17 August 1994 made by the Australian
Secunties Commission pursuant to sub-section 313(6) of the
Corporations Law and accordingly amounis set out in the
accounts and reports conlaingd in this Annual Repart have been
rounded off to the nearest tenth of a million dollars or, where the
amount is $50.000 or less, zero

This report s mada out on 13 March 1996 in accordance with a
resolution of the Directors

J A Uhrig. Director

N R Adler, Director
13 March 1996
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Santos Ltd and controlled entities

Profit and Loss Accounts

for the year ended 31 December 1995

Constshdahen

1998 1994 1995 1934

[ Note $million Smdlon | Smillien $million
Operating revenue (2) 751.3 7283 418.2 204.9
Operating profit before abnormal items (3) 257.0 2296 170.4 2178
Abnormal items (3) {16.0) 7.0 - 8.1
Operating profit before income tax 241.0 306.6 lTﬂ;ﬂ 2259
Income tax attnbutable 1o l:ri;e:;r&tnng profil
before abnormal items (4 {106.9) (94,1 (51.3) (43.2)
Abnormal income tax items (3) {23.5) (22.1) (18.9) -
Incomea tax attributable to operating profit S (130.4) B (116.2) _[TD.?.‘} [f:-l-.?]_
Operating profit after income tax attributable -
to shareholders of Santos Ltd {19} 110.6 190.4 100.2 1827
Retained profits at the beginning of the year 231.1 1579 115.0 49.5
Change in accounting policy (1 (1.3) (1.1}
Total available for appropriation 3404 3483 214.1 2322
Dividends prowded for or paid (5} (123.6) (117.2) (123.8) (117.2)
Retained profits at the end of the year 216.8 231.1 90.5 115.0

The Profit and Loss Accounts are to be read m conunchon with the notes ta and 1 rming part of the financial statements
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Santos Lid and controlled entities

Balance Sheets

at 31 December 1995

.[ Consolidated
. S 1995 1994
Current assets
Lash 87.8 118.7 2.3 69
Recenables (&) 120.2 110.2 49.9 47.0
Imventories (7} 60.7 52 4 318 25.7
Othes (8) - 49.3 147 3
Total current assets 268.7 2813 1333 2269
MNon-current assets o
Recewvables (&) 18.9 202 13.4 143
Invastimants (9) 357.7 ] 1,729.2 16441
Property, plant and equipmen (10) 2,181.6 21930 1,0309 1,031.5
Intangibles (11} 80.7 89.7 - -
Other (&) 7.9 839 - =
Total non-current assets - 26468 26159 27735 26899
Total assets 2.915.5 2.B97.2 I,QD'E.H- 29168
Current liabilities
Creditors and borrowings (12) 67.3 778 46.9 543
Provissons (13} 134.4 1355 1183 1155
Other (14} - - 1,085.7 1.091.2
Total current liabilities 201.7 2133 12509 12610
MNon-current liabilities
Creditors and borrowings (12} 729.1 737.4 0.2 0.7
Prowisions (13) 465.4 4143 261.9 237.1
Total non-current liabilities 1,945 11517 262 2378
Total liabilities 1,396.2 13650 15130 14988
— 1,519.3 15322 1,3938 14180
Shareholders’ equity
Share capital (15 134.3 1342 134.3 134.2
ik (16) 1,168.2 11669 1,690 11688
Retained profits - 2168 231.1 90.5 115.0
Total shareholders’ equity 1,519.3 15322 11,3938 14180
sjunchion with the notes 1o and forming part « { the financaal statsmenls

The Balance Sheets ate to be read m Cd
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Santos Ltd and controlled entities

Statements of Cash Flows

for the year ended 31 December 1995

Lcirpsohidalod

: 1995 194
:ﬂ Emillon Frliaciny

Cash flows from operating activities
Rieceipts from customenrs 655.6 G048 340.6 319.5
Dnedends received 22.0 i8.0 140.4 46.5
Interest received 2.4 /.2 0.8 03
Overnding royalties received 10.7 10.3 13.0 122
Pipeline tariffs and other receipts 329 35.2 9.5 75
Payments to suppliers and employees {173.4) (170.3) (76.1) (74.8)
Government royaltes and resource rent tax paid (38.1) (31.5) (22.0) (20.2)
Interest and other costs of finance paid (51.7) 472} (56.8) (56.7)
Income taxes paid (94.4) (63.0) (53.2) (4B.5)
Net cash provided by operating activities (22) 369.0 /35 296.2 1858
Cash flows from in‘-re_!-'lirl_g activities N
Paymenis for

Land and buddings. plant and equipment {36.2) {35.1) (21.1) (18.0)

Exploration (89.9) (85.1) (40.5) (35.5)

Developmiant 42.5) (42.5) (16.8) (15.4)

Acguisitions of oil and gas assels (27.4) (95 71 (0.3) (0.7

sSharg subscriptions in controlled entities - {(45.9) (137.0)

Cither invesimenis (67.68) [48.8) (&7.6) [48 8]
Procesds from

oale of non-current assets 9.8 29 0.4 899

Compensation for release of contractual rights - 10.7 - 81
Net cash used in investing activities (253.8)  (2936) (191.8)  (237.4)
Cash flows from financing activities .
Dividends paid (118.2) {140.5) (118.2) (140.5)
Proceeds from ssues of shares 0.8 B0 5 0.8 B0 5
Meat drawdown/{repayment) of borrowings (29.00 6.0 - -
Advances from related entities - 8.4 1192
_l!et cash provided by/{used in) financing activities (146.4) ‘:»1 1.':l|' (109.0) o
Met increasef{decrease) in cash {31.2) 1-':. G {4.8) 76
Cash at the beginning of the year 118.7 105.2 69 0.7
Effects of exchange rate changes on the balances
of cash held in foresgn currencies 0.3 (2.4 -
Cash at the end of the year - - . a7m 1187 2.3 69

The Statements of Cash Flows are to be read in conjunction with the nofies to and forming part of the financial statements
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Santos Lid and controlled entities

Notes to and forming part of the financial statements

for the year ended 31 December 1995

B statement of Accounting Policies

The significant accounting policies which have been adopted in
the preparation of these financial statements are-

(a) Basis of preparation
The financial statements have been drawn up in accordance
with the Corporations Law, Schadule 5 to the Corporations
Regulations and applicable Accounting Standards. They have
been prepared on the basis ol historical cost principles and
do not take into account changes in the purchasing power of
money or, except where spacifically stated, current valuations
of non-current assets
Except for the change in the policy for measuring employes
entitlements (refer note 1{1)), the accounting palicies are
consistent with those adopted in the previous year.
Following the South Australian Government’s release of ethane
reserves for sale interstate and the securing of a conlract to
sefl ethane, the value of processed ethane stored for sale in
sub-surface reservoirs s being brought to account as inventory
for the first time, in accordance with the aconomic entity's
awisting policy for recognising inventories. Thie impact of
bringing ethane to account for tha year ending 31 December
1995 is to increase operating profit before income tax by
%£10.9 million and oparating profit after income tax by
£7.0 million.

(B) Non-current assets
With the exception of exploration expenditure carned forward
pertaining 1o areas of inlerest in the exploration andior
evaluation phase (refer note 1(f), the carrying amounts of
non-current assels are reviewed to determine whether they
are in excess of thew estimated recoverable amount al balance
date. If the carrying amount of @ non-current asset exceeds
the recoverable amount, the assel s writien down to the lower
value. In assessing recoverable amounts, the relevant cash
flows have not been discounted to their present value

{c) Principles of consolidation
The consolidated accounts comprise the accounts of Santos
Lid, the chief entity, and its controlled entities. The teérm
"econamic entity” used throughout these financial slatemenis
means the chief entity and its controlled entities. A listing of
the controlled entities is contained in note 19.
The affects of all transactions between enlities incorporated
in the consobdated accounts are eliminated in full
Interests in associated companies are included in non-current
investments using the cost method of accounting and dividend
income only s brought to account, Informabon, determingd in
aceordance with the equity method of accounting, about the
economic entity’s interests in associated companies 15
contained in note 20
Intesests in unincorporated joint ventures are recogmised by
including in the financial statements under the appropriate
headings the economic entity’s proportaon aof the joint venhure
costs, assets and liabilities. The major interests m
unincorporated joint ventures are listed in note 21

1) Goodwill

On acquisition of a controlled entity, the identifiable net assets
acquired are recorded at their fair vatues, To the extent that
there s excess purchase consideration representing goodwill,
the goodwill is amortised using the straight line method over a
penod of twenty years, The unamortised balance of goodwall s
reviewend al each balance dale and charged to profit and loss
to the extent that the balance exceeds the value of expected
future benefits,

(#) Foreign currency transactions

Transachions in foreign currencies are franslated to Australian
currency at the exchange rate in effect at the date of each
transaction. Monetary assets and liabalities held in foreign
currencies at balance date are translated at the rates of
exchange ruling on that date. To the extent that such balances
are hedged, the effect of the hedging s taken inlo account.
Gains or losses anising from such translabons are taken o the
Profit and Loss Accounts as operating profits or losses axcapl
where they relate 1o the assets and liabiities of overseas
controlled entibes.

Dverseas controlied entity accounis are transiated inko

Australian currency as follows:

(i) For self sustaining operations, assets and habdibes are
translated at the exchange rate exsting at balance date,
and revenue and expense items at the exchange rales
applying at the date they were recognised in the controfied
entities’ Profit and Loss Accounts. Exchange difierences
arising on translation are includad in tha foreign currency
translation reserve. In the consolidated accounts, gains and
losses on certain long term foreign currency loans are
transferred o the foreign currency transiation réserve. This
transfer recognises that those foreign currency borrowings
are maiched by the net imvestment in overseas assels.

{i) For integrated operations, monetary assels and liabilities
are lranslated at the exchange rate euisting at balance
date, non-monetary assets and hatales at the stoncal
exchange rale, and revenue and expense items at the
exchange rales applying at the dale they were recognised
in the controlled entities” Profit and Loss Accounts. Any
profit or loss on the translaton of monefary assets and
l@tilities is brought 1o account in determining operating
profit for the year.

(f)

Property, plant and equipment

Property. plant and equipment includes land and buildings,

plant and equipment and exploraton, evaluabon and

developmant expenditure. Profits or losses resulting from the

disposal of property, plant and equipment in the narmal coursa

of business are brought to account as a component of

operating prodit,

All exploration, evaluation and developmen! expendituras in

respect of each area of mleres! arg accumulated and carmed

foreard of @ither:

{1} such expendilure s expecied to be recouped through
sucoessful developmen? and commencial explodation
of the area of interest; or

(i) the exploration actvties in the area of interest have not yet
reached a stage which permils reasonable assessment of
the existence of econpmically recoverable resenses.

When an area of interest is abandoned or il Direciors

consider the expendidure to be of reduced or no further

value, accumulated exploration expendilure i writlen down

ar off in the penod in which such a decision 15 made

Financial Statements 47



Santos Ltd and controlled entities

Notes to and forming part of the financial statements continued

for the year ended 31 Decembar 1995

n:_Statnnwﬁl of Accounting Policies continued
(@) Leases

Finance leases, which effectvely transfer 1o the lessee
substantially all of the risks and benefils incidental fo
owmnership of the leased em, are capstalised at the present
value of the minimum leasa payments, disciosed as capialsed
leases and amortised over the perod the lessee is expecied (o
benefit from the use of the leased assels. A corresponding
hatslity is also established and each lease payment is allocated
between the principal component and the interest expense.
Cperating lease payments, where the lessors elfectively retain
substantially all the risks and benefits of ownership of the
leased items, are charged against operating profit in equal
instaiments over the laase term

(h) Capitalisation of finance costs

Preproduction interest, finance charges and foreign currency
exchange gains and losses relating to major plant and
equipment projects under development and consirucion up
to the date of commencement of commercial operations are
capitalised and amortised over the expected useful economic
lives of the faciliies. Finance costs incurred in respect of
compieted projects are expensed.

(i)

Depreciation and depletion of property, plant and equipment
Depreciation charges are calculated to write-off the value of
buildings, plant and equipment over their eshmated economic
Ives, The depreciation rates are reviewed and reassessed
periadically in light of technical and economic developments.
Deplebon charges ara calculated using a unit of praduction
meihod based on heabing value which wall amoriise over the
Iife of the reserves exploration and development expenditure
together with future costs necessary to develop the
hydrocarbon reserves in the respective areas of inferest.
Depletion is not charged on costs carried forward in respect
of areas of interest in the development phase unbil production
COMMEences,

(I} Employee entitlements

Employee entitiements have been calculated in accordance
with the recently ssued AASB1028: Accounting for Employee
Entitlements. The adoption of this Standard has resulted in a
change in the method of calculating the economic En_l:tz.r'a
provision for long sernce leave and [o recors 8 provision far
sick laave for the first time. In the past the economic enlity
pravided for long service leave only in respecl of employees
with more than seven years’ service and did not provide for
sick leave. The economic entity now provides for long service
leave in respect of all employees, based on the present value
of the estimated future cash outflow to be made resuiting from
employees’ services up 1o the balance date, and hawving regard
to the probability that employees as a group will remain in the
enlity’s emplay for the period of time necessary 10 quality for
long service leave. Sick leave is provided based on the nominal
value of the estimated cash outflow lo be made resulting from
employees’ serices up [o the balance dale, and having regard
to the probability that employess as a group will utifise the
non-vesting sick leave antittiement

The financial effect of the change has been to decrease
retained earnings at the beginning of the financial year by
£1.3 million in the consolidated accounts. The effect on the
current year is negligible.

Contnbutions to defined benefit suparannuation plans
sponsored by the economic enlity are charged aganst
operating prafit, Where the assets of a fund significantly
exceed the habilities and the fund’s acluary has 5o
recommended, contributions have been suspended until such
time as the surplus is reduced. The amount of such surplus is
brought to account and amortisad over the same period as the
contnbutions have been suspended (refer note 28 ),

i

Inventories

Inventones are valued at the lower of cost or net realisable

value after prowision is made for cbsolescence. Cost is

determined as follows:

(11 Drilling and maintanance stocks. which include plant
spares, maintenance and dnlling tools used for ongoing
operations, are valued al average cost

(i) Petroleum products, which comprise extracted crude mil,
LPG, condensate and naphtha stored in tanks and pipehne
sysiemns and processed sales gas and ethane stored in
subsurface reservoirs, are valued using the absorpton
cost method.

(k] Income tax

Tax effect accounting s applied whereby the income tax
charged in the Profit and Loss Accounts is matched with the
accounting profit after allowsng for parmanent differences.
Income tax on bming diferences, which arise from fems being
brought to account in different penods for income lax and
accountmg purposes, 15 camed fonward in the Balance Sheels
a5 a future income tax benefit or deferred income tax abalidy,
Future income tax benefits in respect of losses incurred are
brought to account where realsation of the benefits of such
losses is considered (o be wirtually certain
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[m) Doubtful debts

A provision s made for any doubttul debls based on a review
o collectabality of outstanding amounts at balance date. Bad
debis are writlen off when they are identified

i) Restoration

Provisions are made for environmental restoration where gas
and petroleum production s undertaken. Such provisions
recognise the estimated future restoration obligations
incremantally ower the e of the hydrocarbon resarves on

a unit of produchon bass, The estimated fulure obligations
Include removing of lacilibes, abandoning of wells and
restoring the aftected areas, Estimates for the future restoration
obhgahons are reviewed and reassessed regularly, based on
current legal requirements and technology and are measured
in current dollars on an undiscounted basis. Adjustments 1o
the provisions are made on a prospective basis,




' Statement of Accounting Policies continued

(0! Participation factors - Cooper Basin, South Australia
There are provisions in the South Australian Linit and

Downstream Cooper Basin Joint Venlure Agreements for

a biennial review of participation factors to be made and
revenues and expenditures adjusted. Revenues and
expenditures have been brought to account based on the
paricipation factors estimated by Sanlos Lid to be effective on
and from 1 January 1987. These factors were the subject of a
Supreme Court order in June 1991 to the effect that they be
redetermined. The Directors believe that the 1 January 1987

(p) Derivative financial instruments

The economic entity is exposed to foreign currency, interest
rate and commaodity price risk in the normal course of
business

Gains and losses on dervatives designated as hedges are
accounted for on the same hasis as the underlying expasures
they are hedging. The gains and losses of the dervative
hinancial instruments of specific purchase or sale
commitments are deferred and included in the measuremeant
of the purchase or sale

participation factors when so redetermined will not vary
significantly from those factors as previously calculated.
In addition, an accrual has been made in the financial

statements for the estimated favourable profit impact of the
change in participation faclors anticipated to arise from the

1l January 1989 Rewview and Adjustment.

Until the 1 January 1987 and | January 1989 Reviews and

Adjustments are finalised with the South Australian Cooper

Basin joint venture participants, Directors have decided not to

accrue for the expected impacts of the subsequent biennial

Meviews

The economic entity does not trade in derivative financial
instruments for speculative purposes.

Additional information is set out in note 31 on the use of
dervative financial instruments

(0} Comparatives
Where apphcable, comparatives have been adjusted to place
them on a comparable basis with currént year figures.

Operating Revenue

| Coneolidated

Smillicn fmdion | Smillion Smilion |
Sales revenue 671.6 640.0 338.3 330.7
Other revenue
Dividends from:
- wholly-owned controlled entities - - 32.7 114.2
- associated company 20.4 16.4 20.4 16.4
- pther than related parties 1.6 1.6 1.6 1.6
Interest 53 6.4 0.7 0.3
Overriding royalties 11.3 11.1 13.9 129
Fipeline tanfis 8.7 12.3 = -
Proceeds from sale of non-current assets:
- property, plant and equipment 6.9 5.8 0.4 0.9
- investments - ~ - 90
Compensation for release of contractual rights - 10.7 - 8.1
Hotel revenue 11.7 12.3 - -
Other income 13.8 11.7 10.2 10.8
751.3 728.3 418.2 5049
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Santos Ltd and controlled entities

Notes to and forming part of the financial statements continued

for the year ended 31 December 1995

H__'I'.'Ipe-'atmn Profit | [ Consolidated
‘ - | 1995 oM 1995 1554
Lmillicn L rnallio .

Smillson $million
Operating profit before income tax is arrved
at after crediting the following item
Profit from the sale of non-current assels = 0.2 0.1
Operating profit before income tax is arrived
at after charging/(crediting) the following items:
Depreciation, depletion and amortisation of property,
paant and egquipment:
- depraciation 94.6 975 51.5 83.7
- depletion 100.1 99.8 30.5 30.1
amortisation of capitalised leases 0.7 0.9 0.3 05
Writa-down of explorabon expenditure 239 200 - 38
Amostisation of goodwill 9.0 9.0 -
Write-down of investments in controlled enfities - - 14.4 27.3
Government rovalties and resource rent tax 39.6 334 22.3 189
Increasaf{decrease) in provisions:
- doubtful debts - 0.4 - -
- Stock obsolescence (0.2) (0.4) (0.3) (0.1)
- non-gxecutive Directors’ retirement benefits
and employee entithemants 29 13 1.4 09
- future restoration costs 5.4 26 1.4 15
- deferred income - (15.8) - (12.7)
Operating lsasa rentals 5.4 6.2 3.7 30
Interest paid or due and payable to:
- wholly-cwned controlled entities - - 56.7 529
- gther than reiated partes
- on loans 52.3 458 0.1 0.1
- on finance leases 1.2 11 0.1 0.1
- less intérest capitalised (9.2) (3.1) -
interest axpense 44.4 469 53.8 531
Abnormal items
Operating profit before income tax is arrived at
after crediting/{charging) the following abnormal items
Net foreign currency exchange gains/(losses) (16.00 66.3 _ )
Compensation for release of contractual rights - 10.7 d 81
Abnormal items before income tax (16.0) 77.0 : 81
Abnormal income tax items
income lax altributable o abnormal items
Net foreign currency exchange gainsilosses) 5.8 221 .
Compensabon for release of contractual rights - -
Income tax attributable 1o above abnarmal items . ﬁ i (22 ; R
Restatement of net deferred income tax
provisions due o change in income tax [ah- (29.3) (18.9) )
Abnormal income tax items (refer note 4) (23.5) 221 asey -
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M“un 1 Coonsoldahed

Smilon  Smilon | Smilen  Smaion
Income tax attributable to operating profit
The prima facie income tax attributable to operating profit
belore abnormal items differs from Income tax EADETISE
and 5 calculated as follows
Prima facie income tax at 36% (1994 - 33%) 92.5 758 61.3 719
Tax effect of permanent and other differences which
increase’{decrease) income lax axpense
MNon-deduchible depreciation, depletion and write-down
of property, plant and equipment 17.6 17.9 4.0 43
Write-down of investments in controlled entities = - 5.2 9.0
Amortisation of goodwill 3.2 0 _ -
Developmentinvestment allowance (0.2) (0.8) = 0.5
Non-deductible items 1.5 24 0.2 04
Rebate on diadend income (6.5) (4.6) (18.2) (42.3)
Income tax under/{over) provided in prior years (1.2) (0.1) (1.2) 04
Income tax attributable to operating profit before abnormal items 106.9 a4 1 £1.3 432
Abnormal income tax items 235 231 18.9 s
Income tax attributable to operating profit 130.4 116.2 70.2 43,2
income tax attributable to operating profit comprises
amounts set aside to
Provision for current income tax 83.0 524 46.3 36.5
Provision for deferred income tax 46.4 303 239 6.7
Future income tax benefits 1.0 33.5 - -
130.4 1162 70.2 432
Dividends
Dividends provided for or paid by Santos Ltd are:
Intenim diadend of 11.0 cents per share, fully franked
(1994 - 11.0 cents per share, fully franked) 29.1 a28.1 59.1 58.1
Final dridend of 12.0 cents per share, fully franked
(19594 - 11.0 cents per share, fully franked) 64.5 8.1 64.5 59.1
N 123.6 1172 1236 117.2

Franking credits
Santos Lid has $157.2 million of franking credits at 36% available as at 13 March 1996. After deducting franking credits o be used
in payment of the 1995 final dividend, 252 7 milion of frankung credits will be available for future distnbution of franked dividends
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Santos Ltd and controlled entities

Notes to and forming part of the financial statements continued

for the yaar ended 31 December 1995

B Receivables | Consolialed
' 1995 1954 1995

| Smnlbic Smillion Smiflcn

Current

Trade debtors 68.9 54 3 34.7 27.2

sundry deblors and prepayments 52.2 57.1 14.7 19.5

Less provision for doubtful debts (2.2) 2 3) (0.4) i0.4)

Security deposit (refer below) 1.3 10 0.9 0.7
B 120.2 110 49.9 47.0

Non-current

Secunty depost (refer below) 18.4 19.7 12.9 138

Uther loans (refer nole 23) 0.5 0.5 0.5 0.5
. 18.9 20: 13.4 143

A sacunty deposit has been odgad with the South Australian Government on behall of the Cooper Basin downstream ioent venture for
”IE' ronss0n Ol 2 "_'!Ih'r |i.. Fl-r-' E-:'-f':.-‘.”-..'l" T‘.II.! E‘il:i:!' :;:.l'rlll'.!.r.l_'ll._ e rl"':_l_]'.'l'lt: tr'ﬂ' ,:|';'_: :'\-C,! I il_j'_:ll!..: el |'I':-_-.'-_-_! COM DOEny im .-':_'l.'|_j-:!

INSEAIMEnS COnc l.-J""a_?'. in 2003

Inventories

Petroleumn products 43.0 29.: 23.9 14.9

Driling and maintenance stocks 19.1 24,8 8.6 118

F‘r-;r-?-.-" for obsclescence (1.4) (1.6) (0.7) 1.0}
60.7 52 4 318 257

Amounts owing by whaolly-ownad controlied entities - 49.3 1

B
|
Lad

T
,
o
b
-

Jhure income {3 riefits 7.9

8 v
]

E Investments

MNon-current

Irvestments i confrolled entities (refer fote 19)

- 1,371.5 1.3400
Listed shares and noles in other entibes _ 357.7 304 1 aszs.7 3041

357.7 M1 1.729.2 16441

Total market value of investments in Isled shares and

notes in gther than controlled enhties 395.1 3144 399.1 314 4
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Pr_upettr. Plant and Equipment

Consoldated

1995 194
| Smitlen___ $milon
Land and buildings
At cost (refer below) 54.5 543 14.7 46
Less accumulated deprecsibion (29.3) (27 8) (21.2) (20.1)
S — 25.2 265 135 145
Plant and equipment
Al cost 1,7229 16816 10542 10322
Al independent valuation - 1977 35.2 352 35.2 35 2
Capitalised leases 20.6 20.7 3.1 3.4
1,778.7 1.7375  1,0925 10708
Les$ accumulated depreciation (983.2)  (B900) (631.8)  (5818)
N 795.5 Ba75 460.7 489.0
‘E_hl land and buildings, plant and ;.*quipment 820.7 B740 474.2 S03.5 -
Exploration, evaluation and development e:i:;;_diture
Areas of interest in which production has commenced
At cost 2,296.0 2,156.7 B39.6 7948
Less accumulated EIL"__DIEI':-‘-'I and write-downs of carrying value {1,107.8) (985 .8) (265.5) (335.0)
1,188.2 1.1708 474.1 4508
Areas of interest in the exploration -EIF'»L!:'.D-IF 1:"-';E||I.Jﬂ[ll.‘.ll'l- slage
At cost 172.7 1481 B2.6 68.2
Total exploration, evaluation and development expenditure 13609 13190  556.7 528.0
Total property, plant and equipment 2,181.6 21930 1,030.9 1,031.5
The Directors consider the current value of land and buidings fo be at least equal to their carmyng value
B8y intangibtes )
Goodwill, at cost 160.2 160.2 -
Less accumulated amortisation {79.5) (70.5) -
807 897 : '
il Creditors and Borrowings -
Current -
Trade creditors 52.4 46.1 21.1 19.3
Sundry credilors and accruals 14.2 3.5 25.5 3.6
Lease labilities 0.7 1.2 0.3 0.4
67.3 778 46.9 543
Mon-current
Bank loans 2BB6.5 301.2 - -
Long term notes 228.2 2189 -
Commercial papet 199.5 202.0 -
Loase Habilities - 14.9 153 0.2 07
729.1 7374 0.2 07
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Santos Ltd and controlled entities

Notes to and forming part of the financial statements continued

for the year ended 31 Decemnber 1995

m'_ﬁj-'ditnm and Bﬂﬂumngs continued

Details of major credit facilities
(1! Bank loans

The economic entity has access to the following committed revolving facilities at 31 December 1995

Amount drawn at

- 31 December 1995

Maturity date | Currency B [ Amount ASmillion ASmillion
27 August 1996 LIS dollars 134.3 -
15 July 1998 Australian dollars 5.0 -
15 July 1998 Muilti option 280.8 76.2
31 October 1998 Multi oplion 100.0 =
15 July 2000 Multi opion 280.8 16.3

- o 800.9 1525

in addibon o the revolving facilities the economic entity has
fully drawn a USS$100.0 mallion {1995 - A$134.0 million, 1994
- AS128 8 million) syndicated term loan which matures in
March 1996

In February 1996, the economic entity accepted offers to
refinance the USS100.0 million syndicated term loan matunng
in March 1996 and revolving facilities maturing on 27 August
1996 and 3] October 1998, These bank loans will be replaced
with A3350.0 million of revohveng facilities with terms ranging
from thres o saven years. Consequently, the US$100.0 million
syndicated term loan outstanding at balance date has been
classihed as non-Current.

(1} Long term notes

USS170.0 million (1995 - A$228.2 million, 1994 -

A%218.9 miltion) of long term notes were issuad in December
1993 and are repayable in five annual instalments
commencing in December 2001

(1) Commercial paper

The economic entity has commercial paper programs
based in Hong Kong and Australia, The programs which
total US$200.0 million (Euro Commercial Paper) and
AS400.0 million (Prormissory Motes) are supported by the
revolving facilities referred (o in (i) above, At 31 Decembear
1995, A%199.5 million (1994 - AS202.0 millon) equivalent
of commercial paper was on issue.

All facilities are unsecured and arranged through a wholly-
owned controlled entity, Santos Finance Lid, and are
guaranteed by Santos Lid

1KY Provisions Consolidatad —
T s 1o 1995 o
$million gnilon | Smillion Smillon
Current
Dwidends 64.5 59.1 64.5 591
Empioyes entitiermants 26.9 220 21.2 18.2
Income tax 43.0 544 32.6 382
134.4 135.5 118.3 1155
Non-current
Deferred income tax 406.7 361.1 235.8 2125
Future restoration costs 57.8 s2.4 25.2 238
Mon-executive Directors’ retirement benefits 0.9 08 0.9 08
465.4 4143 2619 2371
I3 Other Liabilities
Current - N -
Amounts owing 10 wholly-owned controfled entiies - 1,085.7 1.091.2
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Santos Ltd and controlled entities

Notes to and forming part of the financial statements continued

for the year ended 31 December 1995
Creditors and Borrowings continued

Details of major credit facilities
(1] Bank loans

The economic entity has access to the toflowang commutted revolving facilities at 31 December 1995

' Amount drawn at

31 December 1995

Maturity date [ Curency Amount ASmillion | ASmillion
27 August 1996 LIS dallars 134.3 o
15 July 1998 Australian dollars 5.0 -
15 July 1998 Multi option 280.8 76.2
31 October 1998 Multi option 100.0 -
15 July 2000 Multi aption 280.8 76.3
. 800.9 152.5

In addition 1o the revohang facilities the economic entity has
fully drawn a US$100.0 millon (1995 - A$134.0 millsom, 1954

AS128 8 million) syndicated term loan which matures i
March 1996

In February 1996, the economic entity accepted offers to
refinance the US$100.0 millien syndicated term loan maturing
in March 1996 and revolving facilities maturing on 27 August
1596 and 31 October 1998 These bank loans will be replaced
with AS350.0 million of revoihing facilities with terms ranging
from three fo seven years. Consequently, the US$100.0 million
fynaicaled term oan outstanding at balance date has bean
classified as non-current

1] Long term notes
USS170.0 million (1995 - AS228.2 million, 1994 -

AL218.9 millson) of long term notes were ssued in December
1993 and are repayable in five annual instalments
commencing in December 2001

[} Commercial paper
The economic entity has commercial paper programs
based in Hong Kong and Australia, The programs which
total US$200.0 million (Euro Commercial Paper) and
A300.0 milbon (Promissory Notes) are sy pported by the
rewolving facilities referred to in (i) above. At 31 December
1995, A$199.5 million (1994 - A$202.0 million) equivalent
of commercial paper was on issue
All facilities are unsecured and arranged through a wholly-

owned controlled entity. Santos Finance Ltd. and are
guaraniaad by Santos Lid

E] Provisions

[_ onsolidated

1995 1934 | 1995 1994
Smillion Smihen | Smillion Lrmillugn
Current
Devidends 64.5 591 64.5 59.1
Employes entitiemants 26.9 220 21.2 18.2
Income tax 43.0 544 32.6 382
134.4 1355 118.3 1155
Non-current
Deferred income tax 406.7 a6l 1 2358 2125
Future restoration costs s7.8 8524 25.2 238
Non-executive Diraciors' retirement benefits 0.9 0.8 0.9 0.8
465.4 214 3 261.9 237.1
Y Other Liabilities
Current . o ) . -
Amounts owing 1o wholly-owned controlied entibies - 1,085.7 1.091.2
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| Comsolidabid
19495 |t 1995 15954
Smillicn Srmillan Smillion tmillion
Authorised capital
1.999,900,000 unclassified shares of 25¢ each 500.0 500.0 500.0 500.0
100,000 ‘B’ class shares of 25¢ each = - - -
500.0 S500.0 500.0 500.0
Issued capital
537,131,918 (1994 - 536,844 418) ordinary shares of 25¢ each 134.3 134.2 134.3 1342
100,000 (1994 - 100.000) ‘B’ class shares of 25¢ each - - - -
2,345,500 (1994 - 2,633,000) ordinary shares of 25¢ each paid to 1¢ - = = =
134.3 134.2 134.3 134.2

Movement in share capital

Dunng the year, 287,500 ordinary shares (paid to 1 cenl) issued
to senior execulives of the Company under Ihe Sanlos Execulve
Share Plan were fully paid

Upon parformance of the condibons of an escrow agreament
between tha company and The Australian Gas Light Company,
the spacial rights attaching to the ‘B’ Class Shares will expire, at
5.00 p.m. on the day of the company’s Annual General Meeting
to be held dunng 1996. Upon expiry of thosa rights, the ‘B° Class
Shares convert into, and carry the rights attaching 1o, ordinary
shares of the company

Santos Executive Share Plan

The Company operates the Santos Executive Share Plan (“the
Plan™). the establishment of which was approved by shareholders
in general meeting on 22 December 1987,

in assence, the Plan involves the Company issuing to emplayees
sedectad by the Board (“the Executives™), a number of ordinary
shares of $0.25 each in the capital of the Company delermined
by the Board. There are two categories of Plan Shares which have
been issued 1o Executives, Plan 2 Shares and Plan O Shares, each
initially issued as partly paid shares, paid to one cent. The tolal
number of Plan Shares, together with any other share incentive
scheme, is subject to a limitation of 5% of the aggregate number
of issued fully paid shares in the Company from time to ime

The Plan allows for cails to be made at the instigation of the
Company in certain specified events or at the requesl of the
Exsrutive. While partly paid, the Plan Shares are not transferable,
carry no voting right and no entitlerment o dividend but are
entitled to participate in any banus or rights issue. The price
payable for shares issued under the Plan vanes according to the
svent giving fise to a call being made. Market price al the ime

of the call is payable on the ssued Plan 2 Shares if the Executive
ressgns within two years from the date of issue or 1S dismissed.
After a restnction period of two years, the prce payable upon a
call being made on the issued Plan 2 Shares is the lower of two-
thirds of the market pnce on the date of allotment and the highest
sale price on the day prior to the date of the call. The price
payable on the issued Plan O shares is he lowest of market pnice
on the date of alioiment, the date of the call and the date fourteen
days therzafter.

Since its mception, some 101 Executives have participated in the
Plan and 2,012,500 Plan 0 and 1,993,500 Plan 2 Shares have
been issued, prnincipally in years 1987 and 1989, During the
financial year no issue of Plan Shares was made and at balance
date no offer to an Executive was outstanding. Duning the financial
year 119,750 Plan 0 and 167,750 Pian 2 Shares were fully paid
and as at 31 December, 1995 these were 51 holders of the
outslanding 1,254,500 Plan 0 Shares and 43 holders of the
outstanding 1,091,000 Plan 2 Shares.

The Company's accounting palicy in respect of the Plan is that no
amount is recognised upon issue, apart from the capital pad up
on the Plan Shares, as the amount of the call payable 5 not
quantifiable at the time of issue. Once a call has been mace upan
the Plan Shares and paid, the Company recognises the increase
in paid up capital and share premiums. The following amounts
were recognised in the fimancial statements of the Company in
relation to calls paid during the financial year: Share Capital
$60,000 and Share Premium $778,235. The Company did not
recognise any other amounts in the financial statements in respect
of the Plan, other than the cost of administenng the Plan which 15
expensad as incurred

The market price of the Company’s shares as al 31 December
1995 was 3393
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EE share Capital |

Consolidated
1995 1994 1995 1o
Semillion Srmatlacans Smillion Srmaltan
Authorised capital
1.999,900,000 unclassified shares of 25¢ each 500.0 500.0 500.0 500.0
100,000 ‘B’ class shares of 25¢ sach - : 1 =
500.0 500.0 500.0 500.0
Issued capital
537,131 918 (1994 - 536 844.418) ordinary shares of 25¢ each 134.3 1342 134.3 124.2
100,000 (1994 - 100,000) ‘B’ class shares of 25¢ each = . - "
2,345,500 (1994 - 2,633,000) ordinary shares of 25¢ each paid to 1¢ - | - -
134.3 1342 134.3 134.2

Movement in share capital
During the year, 287,500 ordinary shares (paid to 1 cenl) issued

1o semior exacutives of the Company under the Santos Exacutive
Share Plan were fully pawd.

Upon performance of the conditions of an escrow agreement
between the company and The Australian Gas Light Company,
the special rights attaching to the ‘B° Class Shares will expire, at
5.00 p.m. on the day of the company's Annual General Meeting
to be held dunng 1996. Upon expiry of thosa rights, the "B’ Class
Shares convert into, and carry the nights attaching to, ordinary
shares of the company

Santos Executive Share Plan

The Company operates the Santos Executive Share Plan (“the
Plan®), the estableshmant of which was approved by shareholders
in general meeting on 22 December 1987,

In essence, the Flan involves the Company issuing to employees
salectad by the Board (“the Executives™), & number of ordinary
shares of $0.25 each in the captal of the Company daterminad

by the Board. There are two categonies of Plan Shares which have
bean issued to Executves, Plan 2 Shares and Plan O Shares, each
initially issued as partly paid shares, pasd to one cenl. The total
number of Plan Shares, together with any other share incentive
scheme, 5 subjact o a limitation of 5% of the aggregate number
of issued fully paid shares in the Company from time to time

The Plan allows for calls to be made at the instigation of the
Company in certain specified events or at the request of the
Executrve. While partly paid, the Plan Shares are nol transferable,
carry no voting nght and no entitlernant 1o dividend bul are
entitled to participate in any bonus or nghts issue. The price
payable for shares issued under the Plan vanes according to the
event giving rise to a call being made. Market pnce at the time

of the call i5 payable on the issued Plan 2 Shares if the Exacutive
resigns within two years from the date of issue of is dismissed,
After a restrichon pernod of two years, the price payable upon a
call being made on the issued Plan 2 Shares s the lower of two-
thirds of the market price on the date of allotment and the highest
sale pnce on the day prior o the date of the call. The price
payable on the issued Plan O shares is the lowest of markat price
on the date of aliotment, the date of the call and the date fourteen
days thereafter,

Since its inception, some 101 Executives have parbcipated in the
Plan and 2,012,500 Plan 0 and 1,999 500 Plan 2 Shares have
been ssued, principally in years 1987 and 1889, During the
financial year no issue of Plan Shares was made and at balance
date no offer to an Exacutive was outstanding. During the financial
year 119,750 Plan 0 and 167,750 Plan 2 Shares were fully paid
and as at 31 December, 1995 there were 51 holders of the
outstanding 1,254,500 Plan 0 Shares and 43 holders of the
puistanding 1,091,000 Plan 2 Shares

The Company’s accounting policy in respect of the Plan s that no
amount 15 recognised upon issue, apart from the capital pasd up
on the Plan Shares, as the amount of the call payable is not
quantifiable at the time of issue. Once a call has been made upon
the Plan Shares and pawd, the Company recognises the increase
in paid up capital and share premiums. The following amounts
were recognised in the financial statements of the Company in
relabion 1o calls pad dunng the financal year: Share Capital
$69,000 and Share Premium 5778,235. The Company did not
recognise any other amounts in the financial statements in respect
of the Plan, olher than the cost of admenistening the Plan which is
expensed as incurred.

The market price of the Company's shares as at 31 December
1995 was 3393
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Santos Ltd and controlled entities

Notes tq= _gr!g_fq!!ning part of the financial statements confinued
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Smillion Lot Smillion Sl
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Balance at beginning of the year 1.148.2 10731  1,148.2 1,073
Umndend resmvestmient pla - | 74 5
_— B

Chara T puyy 1=
Share ssues and agreed conversions 0.2 - 0.2 1.6

Balance at end of the year 1,148.4

K|
g
s
s
v
i
[
|

Balance at bagnning of the year (2.1) =
lr. -— -
Ll LS k- ITh L I-: LITENCY St 1 5
er_—; r &y l-_.-!-_.__- ra i __Jl- a0, S
OVErseas net assets 6.1 8.4
L] - -
DFEIgn CUrmency Dormowings (5.0) 16 3
_- [ . = -
- — —— Y. .-
Balance at end of the year
E . 2 ya (1.0) 2.1 -

Ol CRfTUNES Dar Share (Cents
=hero 2 Barre
o -
a 27.9 259
- S T r
er abnormal tems 20.6
" o o
oy i s _
IR f ETSES MUIMmeDer OF o 3y SHares ofn Btus ucar
Sy = a "
2 Calcuiabon of basic eamings per share 337.2
: 23

:.-' s LD Ras potental ording SIES ON IS5y Deing 2,350,200 1 ares o & ot e 0 oA g et o th
LOompany under the Santos Faes 2 Share Plar g d % N () ks i
s FXETU = 4 B LT . &3 1 T & _: war il & e Hermia s o
not maigrally differa bas nEs per share
m Foreign Currency Exposure
1995 #ud 1995 Pl
Ermilliesn 5 Cmillian 3 ;
T Austrahian dollar eq - T -
3 2 g A g
o - i ___.5— = P exrhang i ; L -
CupTant o o=
- -t o ]
43.9 5 15.9
Fangaon 22.1 -
: oy ah 9 5
i : =
Ko 5.0
--iTF :_Jr_l_a-l :... J':- -. '|_-: .:r:l. - W f ‘3? d T4
& o =
rited Hangd DAy b7.4 65,1 -
Th i bty el gly=ts = L
m. I Ty
an ed Kingd ¥sed a I e
W - : B = o - k 1




mnmhmnh in Controlled Entities | I Detass of irvestments i Shares
Place of Cortributon
GO M Honedicial imeres) ok valism cofanlitstag bl
o 1595 HE =S 15995 195 1995 734
% x Smillion  fmilon | $million  Smitlon
Santos Lid (Chief Entity) SA 825 9.0
Controlled Entities:
Alliance Oil Development Pty Ltd
(formerdy Allance O Development Australia N.L) vIC 100 100 107.7 1077 - 20
Whall-owned controliad entifies of
Altance Ov Development Australia Pty Lid
Aliance Minerals Australia Pty Lid
(formerly Alliance Minerals Australa N.L ) VIC 100 100 - - - 0.5
Alliance Petroleun Austraia Pty Ltg
{formerty Alliance Petroleum Australia N.L } vIC 100 100 = - 0.1 5.1
Allance Petroleum International Lid [refer note (i)} vIC - 100 - - = -
Alliance Resources Pty Lid (refer note (1)) VIC - 100 - = - -
Associated Petroleum Pty Lid QLD 100 100 117.1 171 7.2 7.6
Whodly-owned confrolied enfibes of
Associated Petrolewrn Ply Lid
TMOC Explovation Pty Ltd QLD 100 100 - - (1.2) 0.2
Wholy-owned controlisd antity of
TMOC Exploraton Py Lid
TMOC Exploration (PNG) Pty Ltd (i liquidation) PNG 100 100 - - - -
Santos Petroleumn Marketing Pry Lid aLp 100 100 - - 0.2 0.1
Santos Petroleun Management Pry Lid QLD 100 100 = = 0.2 (0.3)
Santos Petrodeum Operations Pty Lid QLo 100 100 - - 4.7 4.4
Santos Petroleum (Infernational) Lid (refer note (i}) HK - 100 - - - -
Whotly-owned controlied entity of
Santos Pelroleurn (International) Lid
Santos Patroleurn (Asia Pacific) Ltd (refer note (i) HE - 100 - - - -
Boston Long Hedges Finance Ply Lid vic 100 100 - - - 0.1
Moonie O Pty Lid (formerly Moonie Oi N.L ) Qb 100 100 13.2 132 1.0 08
Moane Pipeline Co Pty Lid QLD 100 100 24.7 24.7 4.8 95
Wholly-owned conirofied enhites of
Moome Pipehne Co Py Lid
Candolia Pty Ltd ACT 100 100 - = - -
Australian Interstate Prpeline Co Py Lid NSW 100 100 - - 0.3 0.3
Wholly-owned coniroliad enbly of Austrahan
interstate Pipelne Co Pty Lid
Bndgeheid Pty Lid QLD 100 100 - - 0.7 33
Petromin Pty Ltd (formerty Petromin N.L ) QLD 100 100 5.9 59 0.6 05
Reef Ol Pty Lid (formerty Reef Od ML) NSW 100 100 B2.7 B2.7 0.3 09
Santos (299) Pty Lid (formerly Santos (299) N.L) WA 100 100 27 2.7 3 03
Santos Exploration Pty Ltd vIC 100 100 28.4 284 3.1 20
Sanios Facilities Py Lid 54 100 100 - - < -
Santos Finance Lid NSW 100 100 47.7 41.7 (6.7) 447
Santos Gnuco Pty Lid (formerly Gnuco Py Lid) WA 100 100 4.5 45 0.2 -

*Entities audited by overseas KPMG member firms
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Santos Ltd and controlled entities

Notes to and forming part of the financial statements continued

for the yvear ended 31 December 1995

mjnﬁitm&nis in Controlled Entities continued

Dy, oif Inwestments i Shanm

Biar ) Coitribumann i
i o b Henielicagl irdernsl B, viilus ervsiiabed pahinhd
— 1995 |0 | 1998 L 1995 104
Mame " % Smllian m o Emillien §rraiion
Santos International Holdings Pty Ltd ACT 100 100 218.7 18BO (0.4) 0.5
Whaily-owned confroliad entitees of
Sanios infernahonal Moldings Py Lid
Peko Offshore Lid BER 100 100 - - 0.2 (0.2)
santos Amenicas and Europe Corp® LISA 100 100 - = 5
Wholv-owned controlied entibes of
Sanios Amencas and Europe Corp
SAE Management Services Corp* LISA 100 100 = (0.5) (0.4}
Santos Colombia Expioration inc* LISA 100 100 - - 0.1)
Santos USA Corp® LISA 100 100 - (8.6) (8.2}
Whodly-owned confrolied antity of Sanlos UISA Carp
Santos USA Pipeline Corp* LISA 100 - 0.1
Santos Europe Lig* LIK 100 100 - 9.0 54
Santos Exploration (China) Pra Ltd* SIN 100 100 - - -
Santos Niugini Exploration Pty Lid® PG 100 100 - (0.2) (1.3)
Santos Petroleurn {Seram) Lid* HE 100 100 - - 1.8 24
Santos (N.T.) Pry Lid ACT 100 100 42.3 423 0.7 az
Santos Offshore Pty Ltd (formerty Peko Ol Pty Lid) viC 100 100 2237 23213 (8.2) (7.4
santos Ow Exploration (Malaysial Sdn Bhd* BAL 100 100 4.8 86 (5.0) (5.00
Santos Petroleumn Pty Ltd NSW 100 100 69.3 693 5.1 39
Santos Resburces Py Lid oLp 100 100 - -
Santos (Zoca 91-01) Pty Lid ACT 100 100 5.8 2 -
Santos {Zoca 91-10) Pty Lid ACT 100 100 0.1 02 -
Santos (Zoca 91-11) Pty Lig ACT 100 100 - - -
Santos (Zoca 91-12) Py Lid ACT 100 100 21.2 83 = -
Transol Pty Ltd (formerly Transail N.L.) aLD 100 100 8.7 87 (0.2) (L8
Vamgas Piy Lig ViC 100 100 206.1 206.1 16.0 1757
Workdwide Assets Piy Lio NSW 100 100 95.3 853 (0.4) 09
Wholly-owned confrolied anhify of Workfswede dgcats Pry |1
Western Australian Capital Holdings Pty Lig WA 100 100 - - &
Latec Investments Pty Lid MEW 100 100 41.1 41 1 09 0.7
Whaolly-owmad confroied emfilies of
iec invesiments Py Lig
Comsasy (No. 37) Pty Lid [refer note (1)) NSW - 100 = "
Doce Pty Lid oLD 100 100 = 0.1 03
Flnders Petroleum N L (refiar note (i) VIC - 100 - B -
Whotly-owned controlied entities of
Flingars Pafrodeum N
Canso Resources Pty Lid NEW 100 100 - 2.0 2
Farmoui Deidbers Pty Lid (formerly Farmout Drblers ML) MNEW 100 |00 - 0.9 09
13715 13300 1106 1904

*Entities audited by overseas KPMG mamber fiffmis
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W]‘I\‘_E:_iﬁ'l‘l!l‘lﬁ_i!‘l E_nntmllad Entities continued |

—

Notes:
(1) Disposals of controlled entities
Entities disposed of by voluntary quidation:
Mel tangible assets al
date of liquidation §
Alliance Petroleum International Lid 107 409
Alliance Resources Pry Lid B.127
Comserv (No 37) Py Ltd 8823845
Flingers Patroleum N L 52,749,324
Santos Petroleum (Asia Pacific) Lig 2
Santos Petrolaum (Internatsonal) Lid
(1] Place of incorporation
ACT - Austrabian Capital Territory TAS - Tasmania HK = Hong Kong SIN = Singapore
NSW - New South Wales VIC - Victoria MAL - Malaysa UK - United Kingdom
QLD - Queensland WA - Western Ausirala PNG - Papua New Guenea USA - United States of America

SA - South Australa BER - Bermuda
(i} Investment eliminated by rounding
Investment in Santos Resources Py Lid of 32 (1994 - $2) has been eliminated by rounding.

T I‘.:_nmpan}'
Information on investment in an associated company for both the economic entity and chief entity is as follows:

Courdry wharp Berwelawl indesist o
Hame of sssocated businms Froncipal Balanoe ofdnafy shargs 2 Orthnary shane Hook Contributon o
O TRETy carred on actmly date 31 Do v at 31 December (i Consohiasted Pralit (b}
1995 1954 19495 [k 1995 bl
= % Emillion Ll Emillian L milsn
QCT Resources Australia Coal 30 June 32.0 284 292.6 2388 19.0 15.1
Limited minmg
1965 Pl
Smillian Sl

Supplementary equity accounting information:

Share of associated company’s operaling profit after income tax and abnormal ilems 153 6.7

Deduct amortsation of excess of farr values of net assets of associated company over 1S book

values of net assels (4.4) (3.3)
Deduct ordinary share dimdend ncome from associated company (16.4) (&0
Equity adjustment to operating profit after income tax (5.5) {2.6)
Deduct share of post acquisiion decrease in associated company’s refained profits

at the beginning of the yaar = (2.6) -

Total of post-acquisition increase/{decrease) in assocated company's relaned profits

at the end of the year B (8.1) (2.6)
Investment in ordinary shares in associated company as included n the consohdaled accounts 2926 JiEE

Aggregate carrying value of investment n associated company as determined under the equity
method of accounting 284.5 236.2
{a) In addition to ordinary shares, the econamic entity and chief entity hold an investment of £36.3 million (1994 - $36.3 millian)

in non-matunng subordinated unsecured convertible noles ssued by QCT Resources Limited

(b) Represents dividends received of $16.4 million (1994 - $12.4 mllion} on holdings of ordinary shares and interes! recewed or
receivable after tax of $2.6 million (1994 - $2.7 millkon) on holdings of non-matunng subordinated unsecured convertible notes
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Santos Ltd and controlled entities

Notes to and forming part of the financial statements continued

for the year ended 31 December 1995
m Interests in Joint Ventures

(a) Santos Ltd and its controlled entities have combinad interests in unincorporated joint ventures in the following major areas

| Joint Venture/Area | Principa Activities [ Average Interest % |
Bonaparie Basin il and gas exploration 95
Canning Basin Oul and gas exploration and production 19
Camanvon Basin Oil and gas exploralion 8
Cooper Basin Downstream Liqusd hwdrocarbon transportaton and processing 52
Cooper Basin Linit
- South Australia Ol and gas production -4
- Queensiand Ol and gas explofation and producon
Cooper/Eromanga Basins Block
- South Australa il and gas exploration and production a7
- Queensiand, ATP259P Chl and gas exploration and production 58
- Other Eromanga Onl and gas exploration and production 33
Denison Trough Onl and gas exploration and production 50
Gulf Coast - USA Od and gas explorabion and production a7
Indonesa O and gas explorabon and produchon 3
Jackson Moonie Pipeline Chl transpartation A3
Malaysia (PM14) il and gas exploration 15
Meraeng Oil and gas producton &5
Mereanie Pipaline Oil transportation 65
Moonie Qil Fields Ol and gas exploration and production 51
Otway Basin vl and gas exploration 5
Palm Valley Gas production 37
Papua New Guinea Onl and gas exploration 20
Roma Gas Fields Odl and gas explorateon and production BS
aurat Oul and gas exploration and produchion 40
Timor Gap Oif and gas explofaton 21
Timor Sea il and gas exploration and production 25
United Kingdom Oil and gas eaploration and produchon 13

(b} The sales revenue recenved from the economic eniity’s share of petroleumn products produced by the joint ventures was

3671 .6 million (1994 - 640 .0 milkon) and the contnibution of joint venture business undertakings to operatmg profit before iNjerest
and taux of the economic entity was 3290.2 millon (1994 - 2260 8 millon)
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IIT'IEEi'ESH il;'l Joint Ventures continued

Consoludaied

1555
Smillion

| g

!rl 1y

1994 19794
$million Smillion

(c) Santos Lid and s controlled sntites” share of dassels and latalities “”"Fi'l""!t"-“‘ﬂ in the joint venfures are inclisded in the Balance Shesats

under the following classifications

Current assets

Cash 11.4 200 2.4 &3
Recewables 22.9 16.6 2.5 1.7
Inventories 16.2 218 7.9 10.8
Total current assets - 50.5 584 12.8 208
Non-current assets o
Buildings, plant and equipment 767.4 BlE 4 464.0 493 2
Exploration, evaluation and development eapendilure 1,355.5 1.215.1 554.2 =279
Recevables 18.4 19.7 12.9 138
'I_hlfal non-current assets 2,141.3 2,153.2 1,031.1 1.034.9
Total assets 21918 22116 10439 10557
Current liabilities
Creditors and borrowings 48.6 436 44.6 373
Non-current liabilities
Provisions 56.3 52.4 25.2 238
Total liabilities 104.9 96.0 EE':‘E bl.1
Net investments in joint ventures 20869 21156 9741 9946
{d} The amount of capital expenditure commitments, minimum
exploration commitments and contingant labilities in respect
ol unincorporated joint veniures is:
Capdal expenditure commitmaents 71.0 13.5 35.2 37
Minimum exploration commiiments 83.1 82.7 25.2 370
Contingent labilibes 7.6 7.1 6.2 2.7

Financial Statements 61



santos Ltd and controlled entities

H“t“,ﬁ to and forming part of the financial statements continued

A vedr anded A1 Decemt

Motes to Statements of Cash Flows fated _

199% Feld 52 LT
Smilison i tmillion

Reconciliation of net cash provided by operating activities
to operating profit after income tax

Operating profit after income tax 110.6 190.4 100.2 182
equaprment 195.4 198 ; B2.3 g 3

nortisahon of A 90 | =
T laxes payable (11.4) f {5.6) 4 H

o A a7.4 638 22.7 '-
idecrense) in provisions 8.1 114 2.5 104
menest capialised (9.2) (3.1)
T o i - )

W [ELE=ChOm I enoration expandilurg 239 21, - 3.8
A ! 14.4
B H 35 | ':: ¥ 7
F RS 0T RO jrrgnt assafs - (0.2)
I 1 I il THE " =

155815 Of labiilies 389.8 213.2 2742

(17.1) i (3.7)
fegse mvenions (9.8} i (5.8)

Decreasaincreasse LI L = B5.6 o
.".r-..._--_. 4.0 r 1 eresdibos E.l ) E‘?
Met cash provided by operating activities 369.0 3631 296.2 85 8
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‘Related Parties

The names of sach person halding the position of Director of
Santos Ltd during the financial vear are:

UHRIG John Allan
ADLER Norman Ross
BARNETT Peter Charles
CLARK Meil Rex
GERLACH Stephan
KENNEDY James Joseph
MASON Richard Chapman Hope
McARDLE John Walter
SLOAN Judith

STRAUSS Robert
WEBBER lan Ernest

3antos Lid and its wholly-owned controlled entities Engage n

a vanety of related party transactions in the ordinary course of
business. These transactons are conducted on normal terms and
conditions, the effects of which are eiminated on consolidation

appointed 31 October 1995
retired during the year

appoanted 5 September 1995

Details of related party transactions and amounts are set out in

Note 2 as to divdends received from wholly-owned controlled
entities

Note 3 as to interest pad to wholly-owned controlled entities

Note 8 as to amounts owing by wholly-owned controlled entities
Note 14 as 1o amounts payable to wholly-owned controlied entities
Note 13 as to non-executive directors’ retirement benefits

Note 19 as to investmenls in wholly-owned controlied antities

Note 20 as to investments in associated company and inferest,
drndends and other payments receved from associated company

Note 24 as to directors’ remuneration, including amounts paid or
prescrbed benefits piven in respect of the relirement of direclars

In additon:

{1} Agreements exist with the non-executive Directors providing for
the payment ol a sum on relirement from office as a Direclor
" accordance with shareholder approval at the 1989 Annual
General Meeting. The amount provided for the year was
§227.115 (1994 - £261,703).

(it} Included in other loans is an amount of $506.000 (1954 -
$506,000) being a loan made to an executive Director of
santos Ltd, Mr N R Adler, in accordance with the provisions
of the Loan Scheme approved at the 1990 Annual General
Meeting. Interest received dunng the year on this loan totalied
$32.890 (1994 - £32,890).

(i) The aggregate number of shares acquired from Santes Litd by
Directors of Santos Ltd and their director-related entities was
Nil (1994 comparative - 1,879). No shares were dsposad of 1o
Santos Lid and no share options were acquired or disposad of

(iv) The aggregate number of shares and share options held
directly, indirectly or beneficially by Directors of Santos Ltd and
thair director-refated entities in Santos Lid as at the balance
sheet date was 382 BR7 fully paid ordinary shares (1994 -
203,134) and 930,000 Executive Share Plan Shares paud
to 1 cent (1994 - 610,000).

(vl All amounts owing by or to wholly-owned controlled entities
are for lgans made on interest free terms for an indefimte
peEnod with the exception of

Amounts owang (o whaolly-owned controlied enfities

1985 Iont

| Smillion Smilion

669.4 94a1.7

Thesa loans were made in the ordinary course
of business on normal market terms and conditions

(wi) Mr |1 D F Callinan QC a director of associaled company QCT
Resources Limited has been engaged on normal commercial
terms and conditions by the South West Queensland gas
producers, of which Santos Lid, Santos Petroleum Pty Ltd and
Vamgas Pty Lid are participants, 1o conduct an arbilrabion on
thewr behall

{wii] The aggregale amount of each diferent type of ransaction
with Directors and their director-relaled entities were as
foliows

| Consnlnised

Provision of Management Sénices

Prowision of Legal Serwces (nel of reimbursement of external cosls)

1995 1952 1995 19
S0:00 2000 S000 000

= 70 -
80

£
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Santos Ltd and controlled entities

Notes to and forming part of the financial statements continued

Tor the year ended 31 December 1995

H_qumﬂ‘ and Directors' Remuneration : Consolidated
T 1994 1595 194
| $000 $000 $000 $000
Executives
Amounts recenved from Santos Lid or its controdlad entities Py s ilive
officers domiciled in Australia whose income 15 $100,000 o greater 8,656 5.097 B.656 5.097

Number of executive officers whose remuneration was within the Tnliowing bends

M

F

| s000

100-110

110-120

120-130

L | LAl | L |
LR | B | wd

130-140

140-150

150-160

160-170

L LTI PO F R TR R R X
HWHH‘WW“'M;

Pd | M

170-180

|
.-
I

200-210

= | o= | B3| P

210-220

—
]

220-230

230-240

250-260
260-270

= e | e |
= | |

k| el | i | Y
.

!
-

270-280 - 1

300-310 1 )
330-340 1

1
s |

340-330 - | - 1

370-380 1

=

440.450 1 1
830-840 - | a 1
910-920 1 - 1
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m EIH:H“\‘EE'Ed Directors’ Remuneration continued . Corsoiniaied

1995 | R 199% 1994
$000 $000 $000 00

= — =

Directors
Amounts receved or due and recevable from Santos Lid

and its controlled entities by the Directors of Sanlos Lid
and Directors of each of its controlled enlities 1,541 1.326 1,541 1,210

Number of Directors whose remuneration was within tha following bands:

000 ) . Mo, Mo
0- 10 1
10- 20 B ~ 2
20- 30 = I
30 40 2 4
40- 50 3 |
50- 80 2 1
80- 90 = 1
140-150 2
830-840 - 1
910-920 1 :

Pursuant to an ASC Class Order dated 27 June 1995, rabef was granted from complying with Accounting Standard AASB1017
paragraphs 11 to 18. As a result, all payments which do not require shareholder approval which were made to superannuation plans in
connechon with the ratirameant of the Derectors and the Executive Dwectors of Santos Ltd and entities in the Economic Entity are included
in the above tands for Execulve Direciors” and Directors’ Remuneration

a 1 1995 1594 1995 1o
000 000 S000 2000
Superannuation and retirement benefits
Superannuation contributions provided and retirement benefits paid
in respect of Direclors, being amounts thal have been previously
approved by shareholders in a general meeting. The Direclors
believe that the provision of full particulars would be unreasonable 143 a7r5 143 475
FId Remuneration of Auditors
- - I imes 1994 1995 1994
Smillicn Smillian Smillsan Smillion
Amounts recenved or due and recewvabile by the auditors of Santos Lid for:
- audil sennces 0.4 0.4 0.2 0.2
other seraces 0.5 0.4 0.3 0.2
0.9 08 0.5 0.4
Amounts receved of due and recevable by audilors other than the
auditors of Santos Lid for
- gudit senaces 0.1 0.1 =
- olher Senices 0.2 0.1 .
0.3 0.2 =
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santos Ltd and controlled entities

Notes to and forming part of the financial statements continued

for the year ended 31 December 1995

B scament Reporing

santos Lid and ds controllad enliies operate predominantly in one industry, namely exploration, development, production, transportalicn
and marketing of hydrocarbons and in one geographical segment, namely Australia. Operations are also conducted in the United States
and United Kingdom but are not matenial to the Group results. Revenue 5 derved from the sale of gas and hgud hydrocarbons and
transparaton of Cruda ol

E_MMHME‘“E for E:P'Enditum i .|:.':""":-|:l!|l].l'|l"lj
— A — L % - 1904 1954
(2] Capital commitments 1m}|:§ﬂ Saruilion Semillion Lmillon

Capital expendifure contracted for at balance date for which
no amounts have bean provided in the accounits

Due not later than one year 67.4 135 33.2 3.7
Due later than one year but not later than two years 3.6 2.0
- 71.0 135 5.2 3.7
(o} Minimum exploration commitments
Minimum explorabon commitments for which no amounts
have besn provided in the accounts or capital commitments:
Due not kater than one year 19.9 16.1 5.1 5.2
Cue (ater than one year but not later than two yaars 41.0 21.3 13.7 11.7
Due later than two yaars but not later than five yoars 22.2 45.3 6.4 20.1
83.1 82.7 25.2 o

sanics Lid and its controlled enbities have certain obligations to perform minimum exploration work and expend minimum amaunts
07 money pursuant o the terms of the granting of petroleurn exploration permils i arder to maintain rights of tenure. These
commitments may be varied as a result of renegotiations of the terms of the exploration permits, licences or contracts or alternatively
upon thesr rebnguishment

The minimum axploration commitmants are less than the normal level of exploration expenditures expected 1o be undertaken
by Santos Lid and its controlled entities

[c) Lease commitments

Finance lgases

Due nol later than one year 1.8 2.4 0.3 5
Due later than one year but not later than two years 1.5 2.7 0.1 0.7
Uue later than two years but not later than five years 4.5 14.2 0.2 -
Due later than five years 14.6 -~ -
Total commitments. under finance leases 22.4_ 193 IJE 1.2
Less future finance charges (6.8) (2.8) {0.1) 0.1
Lease liabilities 156 165 0.5 11

Operating leases

Cue not later than one year 3.8 5.5 4,2 3.2
Due later than one year but not later than two WEArS 4.2 49 3.5 27
Due later than two years but not [ater than five years 7.6 2.3 6.7 46
Due kater than five years 4.4 0.1 4.4

Total commitments under operating leases 220 198 188 105
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28 _Shﬁnnpﬁnn Commitments

Santos Ltd and certain of its controlied entibes participate in a number of superannuation funds and pension plans in Australia, United
Kingdom and United States, of Amenca which provide benelits either on a delined benefit or cash accumulation basis for employees or

iNeir cependants on retirement. resignation, total or permanent disablement or death. The employers and employee members make
contnbutions as specified in the rules of the respectve funds

The assets of all funds were sufficient to satisty all benelits which would have been vested in the event of termination of the § und,

or in the event of voluntary or compulsory terminabion of the employment of sach employee. The following is a review of the significant
empioyee benafit plans.

Santos Petroleumn Management

Supevannuation Fund and

Santos Retirement Plan Sanlos Superannuation Fund
Type of benefit Cash accumulaton Defined benefits and cash accumulation
Basis of contributions Percentage of member's wage Percentage of member's salary contributed

contnbuled by member and emplayer by member and employer. The employer's
percentage reflects the amount to provide
an accumulaton and the amount to
provede [he dekned benefit as
recommended by the Actuary

Employer's legal obligation to contribute Enforceable subject to right 1o cease Enforceable subject to nght 1o cease
contributions on wnitten notice to the contributions on written notice 1o the
Trustes Trustee
Last actuarial assessment
- date Mot applicable 1 January 1994
= name of valuer and qualifications Mol applicabie G Robinson, BSc, FIAA
Consolidated
& &t s at
A0 June 1 Jarnsary
1995 bl
Ermillion Ermllion
The Santos Superannuation Fund has employee accrued
benefits and assets as follows:
Present value of employees' accrued benefits x 50.2 - a0.2
Neat market value of net assets held by the Fund to mesat future benefit payments 6l.6 60 8 61.6 608
Excess of assets held to meet future benefit payments = 106 * 106

Vested benefits at 1 January 1995 are $39.2 million, An amount of $0.9 milkon was charged 1o operating profit in 1995, representing
the amartisation of the prewiously recorded net surplus of the market value of net assets over the present value of employees’ accrued
benefits {1994 - credit $3.4 million)

"The last actuanal review of the Santos Superannuation Fund was at | Jan uary 1994, Upon recommendation of the acluary, the
empiloyer contribution to the defined benefits and 3% supplementary accounts were suspended. Suspension of contributrons will be
reassessad after the next actuanal rewew, due on 1 January 1997, is completed. The last audited financ 1al sfatements available are
as at 30 June 1995
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Santos Ltd and controlled entities

Notes to and forming part of the financial statements continued
for the year ended 31 December 1995

Contingent Liabilities Consobidated
1 1595 1954 1995 197
Smiblion Lrinllaci m_u_um Lmillaon

Contingent kabsliies ansing in respect of other persons

(1} Performance guarantees 6.9 59 6.1 5.2
(1) Employee serice agreements 2.2 1.5 2.2 1.5

(i) Claims have been lodged including the following
(a) claims for breach of contract and pubilc kabslity 2.7 32 1.5 18
(b) miscellanaous claims 0.3 = -
12.1 106 9.8 85

Legal adwvice in relation fo the clams lodged above indscates that on the basis of available information. liabahty in respect of these claims
is unlikely 1o exceed 5730,000 on a consobdated basis

Im Jume 1991, the Supreme Court of South Australia made an order concerning the vabdity of an adjustmant to the participation factors
in the Cooper Basin Joint Venture, as at 1 January 1987, the effect of which is that those participation factors are to be regetermined. As
discussad in note (o), the Directors bebeve that the 1 January 1987 participation factors when redetermined will nol vary significantly
from those factors as previously calculated.

Economic Dependency

There are in existence long term contracts for the sale of gas, but otherwise the Directors believe there is no economic depandency

Derivative Financial Instruments

The economic enlity uses dervative financial instruments from in the entity obtaining a fixed or floating interest rate, only the
bme o time for the purpose of hedging commaodity sales price net interest is received or paid under these swap contracts and
fluctuations and reducing marke! risks associated with changes recognised as a component of inferest expenss

in interast rates and foregn exchange rates. Their uses are
subsect to a comprehensive set of polickes, procedures and
limits approved by the Board of Directors. The economic entity
does not trade in derivatives for spaculative purposes

Al 31 December the economic entity had open mterest rate
swap contracts whech f closed would have resulied in a small
gain

The principal derivatives used are forward foresgn exchange - ?ﬂﬁ?mﬁ:ll.m:: ;ﬁl;nj.:ljb[a::!;ude ol prece fluctuatsons

coniracts, interesi rale swaps and commaodity swap conlracts through the sale of crude ol denominatsd in US dollars. The

[a) Forward foreign exchange contracts economic enfity has entered inlo commaodity ol price swap
The economic entity 5 exposed to foreign exchange risk contracts during the year to manage its commodity price nsk
principally through the sale of liquid petroleum products These contracts allow the economic entify 1o receive a fixed
denominatad in US dollars, US dollar borrowangs and US peice on a2 spetified guantity of crude ail at some paint in the
dollar capetal expenditure future. The contracts are not settied by physscal delwery but by
In order to hedge this foreign exchange nsk, the econpmic paying or recenving e dilference between the current market
entity enters into forward foreign exchange contracts, from price of the product and the fixed contract prce at maturity
time o time, that oblige it to exchange specified amounts At 3] December 1995 the aconomic entity did not have any
of United States dollars for Australian dodlars in the fulure open crude ol prce swap conlracts

i h { | . =
al a predetermined exchange rale (d) Credit risk on derivative financial fstruments

At 31 December the economic entity ded not have any Credit risk on the above derivalive financial mstruments is the
significant open forward foreign exchange contracts potenhal financial loss f counterpartes faled completaly 1o
{b) Interest rate swap contracts perform as contracled and is miled o amounts due to the
The economic entity has entered inlo interes! rate swap economic entity under the contracts
contracts 1o manage inlerest rate risk. Under interest rate awiap and forward rate contracts are subject to bmits related
SWaips, the economic entity agress with ofber garhies 1o to the credit worthiness of counterparties. which are banks
exchange the difference between fixed and floating rate or financial mstitutions with a Standard and Poor's rating
interest amounts calculated by reference to an agresd notional af A or better

principal amount. rrespective ol whethar the contracts resul
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Santos Ltd and controlled entities

Statement by Directors

L. In the opinion of the Directors of Santos Lid

1a) the financial statements set out on pages 44 to 68 are drawn up s0 as to Bve a true and fair wew of the results and cash flows for
the inancial year ended 31 Dacember 1995,

and the state of affairs at 31 December 1995, of the company and the economic
enlty:

(b) the consolidated accounts have been made out in accordance with Diwnsions 4A and 4B of Part 3.6 of the Corporations Law: and

(C) at the date of this statement, there are reasonable Brounds 1o believe that the com pany will be able to pay s debts as and when
they fall due

2. The financial statements have been made out
Dated at Adelaide this 13th day of March 1996
Signed in accordance with a resolution of the Directors

in accordance with applicable Accounting Standards.

(2

N R Adler
Director
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Santos Ltd and controlled entities

Statement by Directors

2

In the opimon of the Directors of Santos Lid

(a) the financial statements set out on Pages 44 to 68 are drawn up 50 as 1o give a true and fair view of the results and cash flows for

the financial year ended 31 December 1995, and the stale of attairs at 31 December 1995, of the company and the economic
enfity;

(b] the consolidated accounts have been made oul in accordance wath Divsions 4A and 48 of Part 3.6 of the Corporations Law: and

i) at the date of this slatement, there are reasonable Brounds 1o believe that the compa ny will be able 1o pay its debts as and when
they tall due

The financial statements have been made oul in accordance with applicable Accounting Standards

Dated at Adelaide this 13th day of March 1996
Signed in accordance with a resalution of the Directors:

N R Adler
Drrector
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Stock Exchange and Shareholder
Information continued

B Class Shares: Special Rights

Article 11 set out below confers special nghts to the holders ol

B Class shares - “Notwithstanding any other provision of these
Articles upon a poll on any résolution to repaal o o amend any of
the following provesaons, namely, the provisions of Article 2 which
define "AGL" and “AGL Subsidiary™ and Articles 8, 9, 10, 11, 12,
13, 14, 74 and 98, the B Class shares shall collectively confer on
the holders the nght o such number of vobtes as shall be equal o
bwenty six seventy fourths of the number of voles al a poll
conferred by all the other ssued shares on the holders theseol
and each holding of B Class shares shall confer the nghl 1o a
rateable proportion of the voles thus collectively conferred.”
Article 12 confers the right on AGL and 115 subsidianes while they
hold the whole of the msued B Class shares to appoint one person
a5 a Dwector, It also confers the right 1o remove o replace the
person it appoints as a Director

Upon performance of the condibions of an escrow agreement
between the Company and The Australian Gas Light Company,
the special rights attaching to the B Class shares wall expire at
5,00 p.m, on the day of the Company's Annual General Meeting
to be held during 1996. Upon expiry of those rights. the B Class
shares convert into, and carry the rights altaching to, ordinary
shares of the Company.

Share Register See listing opposite.

Stock Exchange Listings The Company’s ssued ordinary shares
are listed on The Australian Stock Exchange Limited and the
Home Branch is Adelaude. The Company's shares are also

listed on the New Zealand Stock Exchange

American Depository Receipts (ADR) issued by Morgan Guaranty
against 3antos Lid shares held are sponsored and quoted on
MNASDAQ (National Associabon of Securnites Dealers Inc) in USA
under the symbol STOSY. Each ADR unit represents four ordinary
santos Ltd shares
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- Directory

Registered
and Head Office

Santos House

39 Grenfell Streat
Adelaide

South Australka S000
Telephone (08) 218 5111
Facsimile (0B} 212 5476
Ticlex ARRZTIG

Share Register

39 Grenfell Sireat
Adalade
South Australia 5000

Offices

Port Bonython

PO Box 344

Whyalla

South Australa S00
Telephone (0E6) 40 3100
Facsimale (086) 40 3200

Brisbane

Santos House

1dth Floor

60 Edward Strest
Brishane

Queensland 4000
Telephone (D7) 3228 6666
Facsimile (07) 3228 6920
Sydney

Suite 5304 Level 53

MLC Centre

19 Martin Place

aydney

New South Wales 2000
Telephone (02) 235 0899
Facsimile (02) 232 5827

Ferth

Dwiyer Durack House

3rd Floor

40 5t George's Terrace
Perth

Western Australia 6000
Telephone (09} 221 0155
Facaumile (09) 221 1043

Subsidiary Companies
United States of America
Santos USA Corporation
2500 Tanglewilde

Suite 160

Howuston

Texas 77063 USA
Telephone (713) 975 3700
Facsimile (713) 975 3711

United Kingdom

Santos Europe Limited
The Old Magistrates Court
71-72 North Street

Guildford Surrey GLI1 4AW UK

Telephone (483) 301 001
Facsimile (483) 300 266
Telex BSBA3S SANTEL G
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1o barrels of ol equvalent are printed below

barrels of ol per day

santes Lid and s subsidiaries

a4 well drilled o enabile producton from a known ol o BAs reseroir

Exploration Permil

& wildcat well or appraisal well drilted 1o find new reserves of ol of gas

production through a lemporary facility to determing IJ'E'rthnﬁnl:E L.:ﬁ;der producing conditsons.

an agreement which provides for a party 10 acquire an interast in a permit by either fully or partially fungding
an agreed program of work (0 be conducted in the permit

a technique used to improve hydrocarbon recovery from reserves with poor permeability of porosity.
Fracture stimulation involves the fracturing of the reservoir rock to encourage the fiow of hydrocarbans

scientist who gathers and interprets data pentaining o the subsurface of the sarth [ag geologst, peophysicist)
solid. liquid or gas compounds of the elements hydrogen and carbon S
hguefed ﬂmrnlmﬁ g.as o o
milleon barrals of ol équwalent.

Nabonal Asseciation of Eecurmes. Dealers Inc
Falroleum Exploration Licence

Petroleum Exploration Permit

crude oil, condensate., of its dafvatve naphtha, and the hquefied peltroleum gases propane and butane

petajoules. Joules ara the melnc maasuremaent unit for energy. A patajoule is equal to 1 kilojoule x 10
The equwvalent impenal measure to joules is Brilish Thermal Units (BTU). One kilgjoule = 0.9478 BTU

proved and probable reserves as defined by the Australian Stock Exchange Lid (ASX). Proved reserves are
thosa raserves thal, 1o a high degree of certainty, are recoverable, at commercial rates, under presently
anboipated produchon methods, operating condibons, prces and costs. Probable raserves are defined as those
reserves that may be reasonably assumed 1o ewrst because of geophysacal or geological indications and dnlling
done in regions which contain proven resarves. Reserves reported are based on, and accurately reflect.
infarmation compled by full-time employees of the company who have the reguitite quahficatons

and axperignce prescribed by the ASX Listing Rulbes,

a rock formation i which hydrocarbons are present.

& labourer who works on the floor of & dnlling rig

a survey used fo gan an understanding of rock formations beneath the earth’s surface. By conducting a
seismic survey, ol and gas explorers aré able (0 abtam indicabions of whelher (he rock formatons would be
capable of rappeng oil and gas and the depth of formabons. Threg-dimansional sesmic 5 a relatively new

techmigue which enables the compilation of three-dimensional images of rock formation as opposad 1o the
two-dimansonal mage prosnded by Convenional Seismic.

drilling of 8 new section of wallbore from a pre-exsting well ___|
the .:inuunq; ol a well where 90% o more of its langth has an open hole diameter ol IEEW!EE.

1o begin dnlling, 1o Star the holg

Western Australian Permit

the hole m the formation made by the drlling ool or drll-tit

an explorabion well drilked to dentity new accumutations ol ol or gas

Zone of Co-operation Argéa

Crude o 1 barrel = 1 boe  Sales Gas 1 petajoule = 171.937 boe x 10/

ConcenataMaphing 1 barrel = 0.935 boe

PG 1 toone = B.458 bor




