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ACN 07 550 923

Incorporaled in Adelaide, South Australia on 18 March 1954, Quoled
on the official list of The Australian Stock Exchange Lid and also the
New lealand Stock Exchange. Santos American Depository Receipts
tssued by Morgan Guaranty in the USA are sponsored and are quoted
on the BASDAQ system in the USA

The Aanual General Meeting of
Santos Ltd wall be hald in the
Auditorium 2t The Adelaide
Town Hall Function Centre,
128 King William Street,
Adelmde, South Australia on
Thursday, 15 May 1997 at
1100 am

The 1356 fnal ordinary
dividend will be paid on

2 May 1997 to shareholders
regrstered in the books of

the company at the close of
business oo 11 Apnl 1997,

in respect of tully paid shares
held at record date.

Enquiries from sharehalders
and other interested people
should be directed to-

The Secretary

Santos Ltd

Santos House

Level 29

31 King William Streat
Adelaide

South Australia 5000

JAUhrig (Chairman)
N R Adler (Managing Directos)
P C Barneft
IDF Callinan (appainted
17 December 1996)
S Gerlach
IWMcArdle (Exacutive Director)
MAD Leary (appointad
15 October 1996)
I5kan
Robert Strauss
| E Webbear

M G Roberts

Level 29

Santos House

%1 King William Street
Adelaide, South Australia S000
Telephone (08) 8218 5111
Facsimile (D8) 8218 5274
Tedex ARA2T16

Level 29

Santos House

91 King William Street
Adedaide, South Australia 5000

Port Bonython

PO Bax 344

Whyalla, South Australia 5600
Telephane (08) 8640 3100
Facsimile {08) 8640 3200

Brishane

santos House

14th Floor, 60 Edward Street
Brisbane, Queensland 4000
Telephone (07) 3228 6666
Facsimile (07) 3228 6920

Sydney

Surte 3304, Level 53

MLC Centre

19 Martin Place, Sydney
New South Wales 2000
Tetephone (02) 9235 0899
Facsimila (02) 9232 5827

Perth

Level 7, 225 St George's Termace
Perth, Western Australia 600D
Telephane ((x9) 426 3800
Facsimile (09) 426 3899

Brishane

Sanfos Asia Pacific Pty Litd
Level 2, Muruk Haus

230 Lutwyche Road
Windsor, Queensland 4030
Tebephone (O7) 3857 7088
Facsimile (07) 3857 7083

United States of America
Santos USA Corporation
2500 Tanglewilde

Suite 160, Houston

Texas 77063 USA

Teleghone (1-713) 975 3700
Facsimile (1-713) 975 3711

United Kingdam

Santos Europe Limited
Connaught House

Alexandra Terrace

Gurildford, Surrey GUT DA UK
Telephane (44-1-483) 406 000
Facsimile (44-1-483) 300 266

Indonesia

Santos Petroleum (Seram) Limited
Mulia Tower, Suite 701

II. Jend. Gatot Subroto Kav. 5-11
lakarta 12930 Indonesia
Telephone (62-21) 520 4045
Facsimile (62-21) 520 4032

Papua New Guinea
Barracuda Pty Limited
Level 11, Pacific Place
cnr Champion Parade
and Musgrave Street

Port Moreshy, PNG
Telephone (675) 321 2633
Facsimile (575) 321 2847
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SANTOS 1996 ANNUAL REPORT

SANTOS IS A WORLDSCALE SPECIALIST OIL AND GAS COMPANY
WITH ASSETS OF OVER $3 BILLION AND ANNUAL PRODUCTION OF
NEARLY 40 MILLION BARRELS OF OIL EQUIVALENT.

Its main focus is exploration and production of involved in exploration and praduction in the
petroleum products, principally oil and gas, for United States, the United Kingdom, Indonesia and
downstream customers. Papua New Guinea.

On current market capitalisation it is one of the Santos is currently undergoing a major expansion
world's top 20 listed specialist oil and gas exploration  phase involving a range of development projects,
and production companies and one of the top five increased business opportunities and the largest
listed in the Asia Pacific region. exploration program in the company’s history,

Santos and its joint venture partners produce Through its shareholding in coal producer QCT
one-third of the natural gas consumed in Australia, Resources Ltd, Sanfos also has an interest in the
as well as crude ml, condensate and LPG for Bowen Basin, one of the world's premier coal
Australian and Asian markets. Santos is also producing regions.
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1996 1935
Eamings before interest, tax, and DD & A $566.0m $475.5m
E;mnaa before interest an.u:l tax $374.4m $280 1m
I;n;h: after tax b-efnre abnormal tems 5$195.9m 3.! 39.9m
_Pru'-ﬂ attnbutable to shareholders atter tax _!-.-1 §5.9m $110.6m
Cash flow from aperations - $413.1m $369.0m
txploration and developmen! expendilure %371.2m $181.9m
tarmings per share before abnormal items 36.5 cents N 26.0 cents
Dividends per share (fully franked) 24.0 cents 23.0 cents
'Tntal shareholders™ equity £1.586.3m o £1.519.3m
i ﬁreturn on shareholders” equity 12.3% 9.2%
Het debt/shareholders’ equity 29.2% 42.3
Met interest cover (times) 8.8 12
Pruﬁtmn uﬂluum%_i mll_hanﬂ - 39.2 36.8
Reserves (million boe) B0 .i'u'J'i_
Average reserve lile (years) 2? o 19
l Employees (average) 1,500 1.470
‘o !rHEl PROFIT AFTER TAX ™ Mibes {_P!EI]HU CTION Mo L RESERVES
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Production increased by 6.5% to a record 39.2 million

barrels of oil equivalent (boe). Reserves increased by
22.3% to a record 860 million boe. Cash flow
remained strong

Ihe company increased spending on exploration
undertook two major acquisitions, commenced two major
oil development projects, commenced gas sales contracts
in three Austrahan states and signed contracts for the
sale of large volumes of gas. The company strengthened
its interests in Queansliand, Western Austraha, Papua New
Guinea and Indonesia. It 15 also posilioned lo upgrade our
major oil exploration opportunities. Altogether it was an
pulstanding year

1997 will also be an eventful year as the company
brings projects announced in 1996 closer fo fruition and

continues a high level of exploration activity

rlll_a,..:.- ol {hese projects are likely to be completed
n 1998, when they will begin to be reflected in the
company’s financial results

aantos’ current expansion program is ambitious and
imvolves considerable expenditure. The company's financial
strength tacilitates this. The world's two major credit
rating agencies have recently confirmed the company's

credit rating

SHAREHOLDER RETURNS

aantos, by comparison with other resource companies

pays a relatively mgh Tully franked dividend. The intenim

1936 dividend was 11 cents per share. The Directors have

dgeclared a tinal ordinary dividend of 13 cents per share

fully franked

s divigend will be paid on ?

those shareholders registered in the books of the company

i I .' | .I. ' ¥ Wy -
on L1 Apnl 1997, in respect of fully pag shares held at



The final dwidend brnings the company's total 1996
dividend to 24 cents per share. The declared dividend 15
equivalent to a distribution of $129.0 million.

In recent years, Santos has performed very well against
the Australian stock market. In 1996 the total return
(capital appreciation plus dividends) to shareholders
outperformed the All Resources Accumulation Index
by 41%., Over the last three and five years it has
outperformed the Index by 36% and 34% respectively,

The Board’s aim is to provide supenor returns to Santos’
shareholders over the long term. The past year has been
a major step towards achieving this objective

BOARD OF DIRECTORS

Issues of corporate governance are receiving increasing
attention, both in Australia and other countries. The
Santos Board places a high priority on having appropniate
corporate governance arrangements in place. A detailed
repart on our palicies and standards commences on
page 47

Durning the year we farewelled two Directors and
welcomed two new Directors to the Board. Mr Richard
Mason retired from the Board after 10 years service and
Mr lim Kennedy left the Board atter eight years service
| would like to acknowledge their respective contnibutions

We welcomed Mr Michael 0'Leary and Mr lan Callinan
0C. Michael 0'Leary is a director of CRA Limited, RTZ
Corporation PLC and a number of other companies,
primanly in the resources sector. Michael's long
association with the resources industry in Weslern
Australia will be particularly beneficial as Santos expands
its interesls in that state.

lan Callinan is a barnster, former President of the
Queensland and Australian Bar Assotiations and a director
of ACT Resources Ltd. His extensive knowledge of the gas
indusiry and knowledge of the Queensland resources
industry will also be particularly beneficial

OCCUPATIONAL HEALTH AND SAFETY

Occupational health and safety 15 a matter of particular
importance for the Board. Santos 15 committed to
providing a safe working environment for all our

employees. Duning the year the number of lost time injunes
increased slightly from seven to 10, but the company
maintains a good satety record. Our prionity 15 to ensure
that all Santos workplaces are safe for all employees

ENVIRONMENT

The Board takes its environmental
responsibilities very seniously. The
Environmental Committee of the Board
regularly reviews the company's
environmental policies and management
Santos’ environmenial praclices

are further discussed on page 26 of

this Report

SANTOS' NATIONAL CONTRIBUTION

As an Australian company. the Board is
proud of the broader contribution which
Santos makes to Australia. The most
obvious aspects of this include
employment, taxes and royalties paid,
expenditure on locally produced goods
and services, and expons,

However, the role of natural gas in
replacing imports 15 another aspect of

SHAREHOLDER RETURNS

(Return on Investment
of §1 in 1992)

05

92 99 M KB %

»¥ Al Resources
Accumulation Index

& Indes of Sanios Share
Frice and Bnndends

the company's national contribution which 15 less well
known. Duning 1996 Santos commenced ethane sales lo
ICI and signed contracts to supply natural gas for the
proposed WMC Phosphate Hill fertiliser project in
Queensland. These projects are estimated to reduce
Australian imports by approximately $330 million per
annum. This 15 only possible because Santos produces

gas at world competitive prices.

CONCLUSION

As noted, 1996 has been a record year for Santos. These
results are due to the efforts of the company's
management and employees and, on behalt of the Board,
| wish to record our appreciation and thanks to them

| also acknowledge the support of the company’s 57,000
shareholders. The outlook for Santos for the rest of the
decade 15 encouraging. particularly in 1998 and beyond

/j/,,.ﬂ, _,HMA‘_f

1A Uhrig  Chairman
12 March 1997
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DIL FIELD DEVELDPMENTS

Santos announced development approvals for the Stag and
Elang ol fields on the North West Shelf. Santos’ oil
production has been declining in recent years. This will be
reversed in 1998 when these fields come into production
and production also commences from the Banff and Prerce
oil fields in the United Kingdom and the South East Gobe
field in Papua New Guinea

The Stag field in particular is the first significant
offshore field in which Santos has a major interest and
it represents an important new development for
the company

1896 OUTCOME AGAINST 1995 OUTLOOK

1996 eamnings sigmificantly excesd 1995 levels

The planned exploration peogram was 90 wells and 9] wells were drilled

Development decrsions were made on both the Stag and Elang ol fields as

planned, with production expected to commence m 998, slhghthy later than
expecied last year

The Undan gas/condensate field was further appraised as planned

Two hanzonial wells were drilled onshare compared with the four planned
An ingreased focus was placed on air drilling

The shim hole delling program did nod commence, but was rescheduled to bepin
it the farst quarter of 1597

Ethane gas sales commenced on fargel

Gas sales to AGL far Sihe Enespies commenced as planned

ACOUISITIONS

a5 sales to South East Queensland commenced slightly later than planned,
gn | langary 1997

Sanfos made two acquisitions dunng the year. These
acquisitions represent cost-effective acquisition of
reserves, a strategic fit with our existing businesses
and future opportunities.
Parker and Parsley Australasia
The acquisition of Parker and Parsley Australasia (PPA)
for approximately $200 million (measured on an ungeared
basis) added to our existing petroleum interests in the
Cooper and Surat Basins and broadened our interests
ottshore Western Australia and in Indonesia

Early indicators are that the acquisibon has been very
successful. At the time of acquisition Santos eshimated
PPA's reserves as being 41 million boe at the end of 1995,
They are now estimated to have been 48 million boe at this
date. The acquisition cost averaged $4.17 per boe
Expected cost savings have also been realised

At the time of the acquisition, the Australian
Competition and Consumer Commission (ACCC) raised
concerns about a possible breach of the Trade Practices
Act. The company's advice was that there was no breach
and the ACCC has subsequently advised that it will take
no aclion in respect of this acquisition
MIM Petroleum
Santos also announced its infention to acquire the major
petroleum interests of MIM for $45.1 million. This
acquisition was settled early in 1997 It provides expanded
opportunities in Papua New Guinea. which are discussed
later in this report, The average cost of reserves acquired
(which will be incorporated in 1997) was $2.95 per boe

These developments all lay the basis for tulure growth
in bath ol and gas production

INGREASED EXPLORATION AND DEVELOPMENT

The company's existing growth plans reguire significant
capital expendifure,

lotal development spending in 1995 was $94.0 million
In 1996 this increased to $256.1 million. Additionally,
the company significantly increased exploration spending
In 1995 exploration spending was $87.9 millian,
increasing o $121.1 milhon in 1996

GOOD FINANCIAL RESULTS

The company achieved good financial results in 1996
underpinned by record production and sales revenue.
Net profit after lax attnbutable to shareholders increased
by 77.1% to $195.9 million. There were no abnormal
items in 1996, This compares with a net profit after tax
before abnormal items in 1995 of 31399 mullion and
$110.6 million after abnormal items. Earmings per share
betore abnarmal items increased to 36.5 cents from
£6.0 cenls in 1995

The company mamtained a strong cash flow from
operations, increasing by 12.0% to $413.1 million in 1996
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QCT Resources Limited

Santos has a significant interest in Australia’s
premier listed coal producer OCT Resources
Limited (QRL). QRL has a 29.58% interest in the
Central Queensiand Coal Associates (CQCA) and
Gregory Joint Ventures, and 100% of the South
Blackwater mines. During the year QRL purchased
additional 1.80% interests in the COCA and
Gregory Joint Ventures from Pancontinental Mining
Limited. QRL produces coking coal, which is sold
principally to integrated steel mills around the
world for use in stegimaking, and thermal coal
sold to electncity uhilities for power generation
and to other industrial usars.

In 1996 QRL's share of coal shipments from
CQCA and Gregory Joint Ventures, and South
Blackwater was 11.9 millien tonnes. QRL's coal
shipments are expected to increase matenally
over the next few years as a result of the
purchase of the additional 1.80% interests
in the COCA and Gregory Joint Ventures, and the
commissioning of two new major underground
development projects. The Kenmare underground
ming at South Blackwater was commissioned
in November 1996 and is expacted to produce
2.3 million tonnes per annum (QRL share 100%)
and the Crinum underground mine is being
developed by the Gregory Joint Venture and is
expected to be commissioned in March/April
1997, The Crinum underground mine is expected
to produce 2.5 million tonnes per annum (QRL
share 29.58%).

During the year Santos increased its
shareholding in QRL from 32.0% to 34.9%.
Other Investments
Santos has a 12.5% interest in 0il Company of
Australia Ltd and an 18.3% interest in Magellan
Petroleum Australia Ltd. These companies have
interests in oil and gas production in Queensland
and the Northern Territory respectively

In recent years there have been significant
changes in Santos’ organisational structure.

In 1993 the company was reorganised into four
business units. Early in 1997 a fifth business unit
was created - South East Asia — with General
Manager Mr Bob Hall, and based around the
acquisition of MIM's petroleum assets.

The business unit structure provides clear focus
and accountability, Accountability for commercial
results is particularly important.

With the company growing, strengthening senior
management has been a particularly important
priority during 1996. At the General Manager
level, we have appointed Mr Michael Frost as
General Manager Exploration and Ms Winnie Pelz
as General Manager Human Resources and
Corporate Affairs,

In addition, we have undertaken significant
recruitment across most areas of the company’s
activities.

COMMUNITY RELATIONSHIPS

As a leading public company, Santos recognises
the importance of maintaining relationships with
the broader communities in the geographic areas
in which it has significant business interests.

This 15 largely achieved through the company's
sponsorship and donations program. The program
includes support for cultural, educational and
environmental activities in South Australia,
Queensland and the Northern Territory.

The highlights of the cultural activities Santos
supported during 1996 were the temporary
exhibition program at the Art Gallery of South
Austraha, the Australian Opera’s performance
of The Magic Flute at the Adelaide Festival, and
the Arthur Streeton 1867-1943 exhibition
at the Queensland Art Gallery.

Contributions to educational programs and
institutions continued which benefit both current
employees and potential future employees.

The Australian Minerals and Energy Environment
Foundation and the Lincoln Marine Science Centre
also received support from Santos for their wark in
environmental research and educalion



STRATEGY

GROWTH PROJECTS DUTLOOK

In my review last year | wrole that the three major companents
of Santos’ strategy for growth in oil and gas are exploration,
technology and marketing. These remain central to our core
objectives of increasing production and earmings.

They are important in maximising the value of our existing
assels, primarily our interests in the Cooper, Amadeus and Surat
Basins and in developing our presence in new focus areas such
as offshore Australia, Papua New Guinea and Indonesia

In implementing these strategies we have a number of
distinguishing features, including
B Afocus on areas with good prospectivity and good fiscal

terms
B A disciplined, commercially focused approach to explorabion
@ The ability to take advantage of emerging opportumties
in Australian gas
These will support imitiatives for further growth,

The company has before it a range of growth projects and
opportunities, many of which will contribute to sales and
garnings during 1998, These are shown in the table on this page

A major objective in 1997 is to ensure that the Stag, SE Gobe,
Elang, Banfi and Pierce oil fields commence production as
scheduled (and within budget) in 1998

EXPLORATION DUTLDOK

With an increased proportion of gas reserves contracted and oil
development projects being brought into production, 1937 will
be a major year for exploration

Approximately 109 wells are planned to be dnlled compared
with 91 wells in 1996

Field development studies will continue on the Bayu/Undan gas
and condensate field with a view to achieving the earliest
possible production

PRODUCTION AND EARNINGS OUTLOOK

TECHNOLOGY DUTLODK

1996 production was an all-time record, generating an excellent
level of profit,

At this stage of the year it is expected that production volumes
in 1987 will be similar to 1996 levels

Operating profit after tax in 1997 15 expecied to be comparable
to the 1996 result, subject to no matenal change in oil prices,
exchange rates and interast rates

SANTOS GROWTH PROJECTS TIMETABLE
Projects Page | 1997 | 1936 | 1999 | 2000 | 2001+

Major developments planned duning 1937 include:

B Increased use of high resolution bio-stratigraphy.

B Further development of computer-assisted exploration
technology.

B A focus on dnlling in the Cooper/Eromanga Basins

g Sigmficant 3D seismic work to be undertaken in the
Cooper/Eromanga Basins

@ Two high angle wells to be drilled m 1997 in South
Australia

SE Ol Gas 13 )
MIM Gas 2 \
Stag Dul 34 LY
E Bantl Oul 37 \
Elang Ovl 14 L)
SE Gobe Odl i 3
WMC Gas 32 \ |
E Feerce Oul a7 A
E Minerva kL | a8 | |
£ | Bayw/Undan Cond. 15 v
NW OId Expansion 32 A
NSW Copeneration 30 | A
D A
= | Bentu 39 A
4| (ld Peak Power 37 A
= Olympic Dam Power 30 _
Bonaparte Gas 15 \
Bayu/Undan Gas 34 A
Oid Magnesium ] | A

A Projecied of posssble commencement dale

MARKETING DUTLODK

After the large number of gas contracts signed in 1996, there
15 expected to be less activity in 1997, However, a number of
opportunities exist and further progress is expecled
Development work will continug in South West Queensiand
to provide gas to South Eas! Queensiand customers and
MIM Holdings Limited from 1997 and 1998 respectively. The
completion of the Ballera Gas Plant will represent a major
component of this wark
These developments will all contnibute to the company's
growlh in 1997 and beyond

- K A

NRAdler Managing Director
12 March 1997
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FINANCIAL REVIEW CONTINUED

ENHANCED FINANCIAL PERFORMANCE

o | b bapwts RECORD SALES REVENUE _ OPERATING EXPENSES _
800 Sales revenue increased by 8.6% to Operating costs increased by 4.2% as a result of
- $729.2 million. This resulted from record sales increased production. Average operating costs per
volumes and increased prices received for all boe produced fell to $4.58 ($4.68).
B0 products. Sales volumes increased by 4.1% Total royalties paid increased by 27.5% to
to 38.3 million boe. $50.5 million due to increased sales revenue
i Crude oil revenues fell slightly due to natural {including Parker and Parsley Group royalties).
200 field decline and maintenance shutdowns, This Depreciation, depletion and amortisation of
was more than offset by increased revenues for plant and equipment (DD & A) fell to $191.6
a other petroleum liquids. million ($195.4 million). Average DD & A per boe
200 Gas sales volumes were a record 151 PJ, an produced fell to $4.89 (85.31).
increase of 8.5%. This increase resulted from the The 1996 results include $11.2 million for
100 commencement of ethane sales in mid-1996, the the writedown of exploration expenditure,
first sales of gas through AGL to Sithe Energies predominantly in Malaysia and the Timor Sea
2.8 8 % % and commencement of production from East Spar.  ($23.9 million).
[ Sakes Revenue Average prices received for gas increased,
B ogerating Expanditure reflecting increases under contract terms. .Eﬂ sl bbbl e oot il
and DO & & The strengthening of the Australian dollar Earnings before interest and tax increased by
against the US dollar reduced revenues by 33.7% to $374.4 million ($280.1 million).
$23.2 million below those which would have been The net interest expense was £42.5 million
received had the exchange rate remained at the ($39.1 million). Interest on higher borrowings
- CASH FLOW AND same level as at the beginning of 1996. This was to finance the increased exploration and
.= | EARNINGS PER SHARE offset by gains of $25.0 million ($16.0 million development programs and the Parker and
10 loss)™* on US dollar denominated debt of which Parsley Australasia acquisition resulted in the
a $14.1 million was realised. Santos’ US dollar gross interest expense increasing by $14.2 million
il hﬂrrm'f_lnﬂs act as a natural hedge to its US dollar o $67.8 million. Capitalisation of interest of
denominated sales revenue. $17.5 million on the financing of development
T projects and increased interest income of $7.8
&0 million reduced the net expense to $42.5 million.
” Operaling profit before income tax increased
i by 37.7% to $331.9 million ($241.0 million).
i Income tax on operating profit increased by
$34.9 million to $136.0 million due to the higher
20 operating prafit.
10
a2 53 M 95 55
I. Cash Flow
{fram Dperations) wShml

Eamings per Share
[Afer Tax and

Before Abnormals)

E

12

(&) Figures in parentheses refer to 1595 actuals



OPERATING PROFIT AFTER TAX UP BY 40%

A net profit after tax result of $195.9 million
was achieved. This compares with a net profit
of $139.9 million before abnormal items (an
increase of 40%) and $110.6 million after
abnormal items in 1995,

There were no abnormal items in 1396 Foreign
exchange gains and losses ansing from the
company s foresgn debl are treated as a normal
tem in this year’s results and last year's results
have been restated on a comparable basis

Before taking account of foreign exchange
mavements, net profit after tax was $179.9 million
{($150.1 million), an increasa of 19.8%.

STRONG CASH FLOW MAINTAINED

Cash flow from operations increased by 12.0%
to $413.1 million. Average operating cash flow
per boe produced increased to $10.54 ($10.03)

Dividends of $123.6 million ($118.2 million)
Wwere paid to sharenholders

CAPITAL EXPLORATION PROJECTS

Investment in a range of activities vital for the
future growth of the company increased dunng
the year.

Development expenditure was higher at
$256.1 million (394.0 million)

The major development projects which were
advanced dunng the year are discussed
elsewhere in this report

Expenditure on exploration increased fo
5121.1 million ($87.9 million) and the nat
cash expenditure on asset acquisitions was
$155.6 million

" NET DEBT ,

§ bo Equity

BORROWINGS INCREASE

The level of net debt increased dunng 1996
to $938.6 mullion ($642.0 million). The net debt
to equity ratio at the end of the year was 59.2%
(42 3%). While the company's geanng has
increased during the current year. gearing is
below histonic levels but a hittle above the
company's target of 50% over time

Interest cover duning 1996 increased to
8.8 times (7.2 times)

Dunng 1996 the company's debt facilities were
reviewsd and arrangements entered into with
& number of major Australian and international
banks

The credit rating agency, Standard and Poor’s.
maintained Santos long-term credit rating at A-
Early in 1997 Moody's Investors Service upgraded
Santos short-term rating from P3 to P2

13
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EXPLORATION AND DEVELOPMENT REVIEW CONTINUED

SUCCESSFUL EXPLORATION AND DEVELOPMENT

@ High success rates achieved in the

1995 BUILDS ON THE SUCCESS OF 1995 Thompson Bamow and JM O'Biries avsas ia

Exploration results in 1996 exceeded the record the onshare area of the Texas Gulf Coast.
results achieved in 1995. Expenditure of The use of 3D seismic is now producing
$121.1 million generated 128 millon boe of proved beneficial resulls.

and probable reserves for a worldclass finding @ Two further appraisal wells, Undan-4 and
cost of $0.95/boe. Santos’ five-year average Trulek-1, drilled in the Timor Gap which
finding cost is $1.61/boe. The program achieved an improved the level of understanding of the
overall success rate of 57%, 52% on exploratory giant Bayw/Undan gas and condensate field.
wells and 67% on appraisal wells, SANTOS EXPLORATION STRATEGY

19396 EXPLORATION RESULTS

Soccestiul Welks Success Rate
Bas il Gas iff] -

Key elements of Santos’ Exploration Strategy

include
@ Active exploration in established core areas.

uth Australia il b 13 i 43

Oueensland and @ Focused exploration in new areas,
Nosthern Territory 20 : 14 3 T concentrating in known areas of

(ifshore Australia 3 & 2 3 45 hydrocarbons

Americas & Europe 14 : . 3 4 @ Aggressive and cost-effective application
o 68 3 w L i of modern technologies by skilled and

molivated professional staff workin
STAG OIL FIELD DEVELOPMENT ""_ B I staff working to
a defined process

CENTRAL PRODUCTION CALM BUDY EXPORT TANKER @ Disciplined technical risk assessment in
PLATFORM terms of chance of success, potential
resource size and economic outcome, with
E,‘;_“jf,:;1 olhed Bisar — a strong emphasis on review and audit.
Uit by Hirse B Active and rigorous management of the
company's exploration portfolio.

1337 EXPLORATION PROGRAM

Dnshare Australia
Cooper/Eromanga 10 19
(Hh 7
1995 EXPLORATION HIGHLIGHTS T r— 1'5;] :
The highlights of the 1996 program were: SE Asia i 16
@ An accelerated drilling program in the South 32 : ?':!
Australian portion of the Cooper/Eromanga New Projects :; lgﬂ
]
Basins, with the number of exploration rigs Total 08 73

increasing from two to six by the end of the
year. Initial success was achieved with six
gas and two oil fields being discovered

B A successful South West Queensland gas
exploration program. Exght gas fields were
discovered.

(3} To be determined [predominantly farm-in wells)
() Ta ba getermuned an a project apportunity basis

16
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1937 EXPLORATION PROGRAM

TECHNOLDBY

Consistent with the company's growth strategy,
exploration expenditure is budgeted to increase
to 8173 million in 1997, This increase is the
result of several factors:

B Afurther increase of the gas exploration
program in South West Queensland.

B The continuation of the accelerated
exploration program in the South Australian
section of the Cooper/Eromanga Basins.

B Anincrease in offshore exploration activity,

B Exploration in acreage acquired through the
MIM acquisition, particularly in Papua New
Guinea and Indonesia.

The exploration program will feature the drilling
of approximately 109 wells. with 87 of these
wells forming part of the 1997 gas program.

Approximately 10% of the budget is held
in reserve pending new exploration venture
opportunities. These funds will be preferentially
allocated on an economic basis and in
response to competition amongst business
units to growth areas such as Papua New Guinea,
Indonesia, US Gulf Coast and the
UK North Sea

TARBAT/IPUNDU DIL PRODUCTION

Mbbds

B4 B5 B &7 B8 B3 M@ W

92 32 94 93 %6

The introduction and innovative use of modern
technology 15 an important and necessary facet
of the modern ol and gas industry, Santos has
highly skilled statf who are able (o exploit
state-of-the-art technology to extract maximum
value from the company's assets. As an example,
the company has been very successful at
revitalising and adding significant value to many
dechning fields which have been obtained
through acquisitians.

Two examples are the Mereemie ol field
interests acquired and the Tarbal/lpundue figld.
Santos’ expertise in fracture stimulation
technology was introduced into the Mereenie field
m 1991 and has led to a doubling of the rate of
production and reserves.

In the Tarbat/ipundu field (ATP299P) the
production rate has almost doubled and the reserves
have increasad by 60% through detailed geological
assessment, advanced seismic evaluation and
petrophysical modelling, There 1s considerable
potential for further production and reserves
increases in Santos’ existing ol and gas fields
as the company introduces further innovation.

MEREENIE DIL PRODUCTION

120

1000

85 86 &7

BB M 9w 9N

2 9 M %N %

Prospects and Leads
Database
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EXPLORATION AND DEVELOPMENT REVIEW CONTINUED

SUCCESSFUL EXPLORATION AND DEVELOPMENT

i PROVED AND PROBABLE HYDROCARBON RESERVES™
Technology
: - Sales bas
Tk & Nas I
(inc ethane) |  Crude i Condensate LPG Tota
pel 4 NeEw Pl million barrels | million barrels | thousand tonnes | million boe
(nodalogy Tor Estimafted reserves 5 .
ACIeasing IeCovery at 31 December 1995 1,102 68 58 3,413 U
nd neaduction from 1996 Production (157} 18] 2} (275) (39
: ) _' : . Addrticns from
Acquisations 155 b b 435 47
ethod Field Rewisions 135 4 | (636 26
EMPIOYysS 3 muiki Estimated reserves .
r at 31 December 1996 3,802 80 73 9,082 860
) ible P (3] A detinition of proved and probabile ressrves is provided in the Glossary on the insicde back cover
3 IS
iy run vertically RESERVES
N out im this mallhcn boe
~aca & Rl 0 3 Proved and probable reserves increased B South Asiralia 365
izontal mode 157 million boe to a record 860 million boe, after B Cusensland and NT 253
3t the surface production of 39.2 million boe. This equates to B Offshore Australia 174
Nping pOWer reserve replacement of 501% and is a record B U3 anc UK 5
od by the pump  for the company.
ted throus The exploration program contributed 128 million
ter-controlled boe to reserves. Most of this increment came from
the successful appraisals of the Bayu/Undan
baneousiy pum and Stag fields, and the
several wells exploration programs SANTOS ACREAGE — BONAPARTE BASIN
| W DLUmDing in South Australia and
wration provides Queensland. The company's
flexibility at reserve base continues ﬂ'uPﬂ"llﬂ!'l..-r""".
)| and to diversify. The reserves = e
ete than outside the Cooper/Eromanga A i1
laha
Basins now stand at 34% —
compared with 23% at the — ,-:"x;:,l
end of 1995 o ] J

-5 ciy
erritory of Ashmore i,
& Cartier Islands f,r'

3
m AL e}

Indian Dcegn

B Santos Permats

mm Sanlos Peemifs (ex BN

mm (0 Feeld

G Feelid
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RESDURCES

DEVELOPMENT

The year-end reserves exclude oil and gas which
tall outside the defimition of proved and probable
resarves. This exclusion i1s due to uncertainty
about their extent or their ability to be
economically recovered. Santos holds interesls

in @ number of ol and gas accumulations

which currently fall into this category. Santos
gstimates that its share of the techmically
recoverable hydracarbons in these accumulabions

15 approamately 350 million boe

PRODUCTION

Record production of 39.2 million boe was
achieved in 1996, Liguids production declingd
marginally. However, this trend will be reversed
over the next two years as several oil projects
which are under development, come on-stream
Gas production will also increase as several new
projects are commissioned

The anticipated production from new tields 15
summarnsed in the following table

Expected

15t Calendar Year Praduction
Project Production® Commencement
WMGas | 15 | OQuarter? 1998
tag Oul | [} Juarier .
SEGebeOW | 06 Juarter 2 1998
danHt O 1 Juarer i
[ Elang O [ — Duart g
F ree | b T Jua a -

Total expenditure for the 1996 development
program was $256.1 million, compared with
$94.0 million in 1995. Over 60% of the capital
spent in 19496 was related to new business
projects. In 1997 $396 million 15 budgeted

with over /2% going toward new projects
Operating Costs

The company has maintaimed its strong focus
an the control of operating costs. The average
operating cost of $4.58/boe is very competitive
m the industry and 15 a sigmficant achievement
when the mature state of several of the currently

producing assels s considered

EROUP PRODUCTION

1599 i

13

Total i
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OPERATING,
| DEVELOPMENT AND
FINDING COSTS
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MARKETING REVIEW

MARKETING ACHIEVEMENTS

GAS

In 1994 the Council of Australian Governments
(COAG) agreed to introduce a range of reforms
designed to increase competition in the gas
industry. A significant reform measure was the
removal of barriers to permit interstate trade
i gas. In the past, producers have generally
been restncted to a small number of potential
purchasers. This situation is now changing.
Removal of these barriers will encourage the
growth of gas demand. Santos 1s well positioned
to cope with these changes.

GAS CONSUMPTION PROJECTIONS TO 2009/10 (PIY*

1995/96 Consumption Projected Consumption
Western Australia 2633 126.5
Victona 758.0 154 4
South Australia 9.2 121.7
New South Wales [04.8 230.6
Queensland 473 171.2
Total 1126 16164

[a) Source Ausiralian Bureau of Agnicultural & Resource Economics

AUSTRALIA'S MAJOR PIPELINE NETWORK AND SANTOS' ACTIVITIES

Bonaparie
Timor Gap o Gy

e

Temer Sea t

Erowse Basin &

Carnanvon
Basin ok

itat Bagin &

- — —

Biristune

Dtway Basin &
Bass Basin A
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Gas Industry Growth
The Australian gas industry 1S experiencing strong
development and growth

The share of natural gas in total energy
consumption has risen from 7% to 18% during
the past 20 years. The Australian Bureau of
Agricultural and Resource Economics estimates
that this share will increase to 28% by 2010.
The overall trend towards greater gas use
has arisen largely due to it being an economic,
environmentally fnendly and efficient
eNergy source

Facilitating this growth has been the
significant development of infrastructure. The
total Australian gas transmission pipeline and
distribution system was nearly 77,000 km in
September 1996, a 10,000 km increase over the
past five years.
Gas Confracts
Santos will continue to pursue opportunities which
maximise the value of its gas reserves. In 1996
santos and its joint venturers were successful in
secunng four new major contracts totalling 675 P)
gross. These were with SAGASCO and ETSA in South
Australia and with MIM and WMC in Queensland.

MAJOR NEW GAS CONTRACTS 1996

Sanfos™
Fl Share Pl Term

180.0 107 6 1999-2013
MM | 2475 145.7 1998-2013
ETSA 120.0 1.7 2004-2010
WG 12715 750 2000-2014
Total B75.0 4000
=

fa) Gross point ventuse mberpels
(b} Incosporates Foed Factors Agreement

&

Expleration

Productian

4l Pipeline

Proposed Gas Pipelme

—_—
| —

—_—

Lias Pipeline

Ethane Pipeline




MAIOR OPPORTUNITIES

Santos 15 in a position to capitalise on the strong
outlook tor gas demand

The new contracts which were secured in 1996
reflect Santos” ability to successtully negotiate
in @ competitive environment. Through the gas
exploration program in South Australia and
Queensland, Santos plans to add to its level
of gas reserves, to be i a position to take
advantage of future opportumities as they anise

Inewitably the opeming up of the gas sector will
bring about greater competition. However, this is
preferable to a situation of restnicted market
opportunities. Santos believes that it is well
placed to meet any competition

LIQUIDS MARKETING

1996 was a significant year for the marketing of
petroleum liguids by Santos
During the year the company secured a contract

to expart light naphtha to Hong Kong for use as

a feedstock in the production of town gas. This
contract is sigmificant for Santos as it was won
against strong competition from Asian refiners,
turther strengtheming Santos’ reputation in the

international market as a competitive and rebable

suppher of quality product

Alsg dunng the year Santos identified an
apportunity to enter the automative LPG market
in South Austrahia. A project was initiated at
Port Bonython to accommodate the production
and sale of this new product which commenced
on 31 January 1997

Santos and its point venturers will supply
approximately 25% of South Australia’s
automotive LPG demand dunng 1997

Prior to this progect, product sourced from
Santos met very little of South Australia’s
automotive LPG demand

.,
L]

00

SANTOS' INTEREST IN UNCONTRACTED GAS RESERVES P

AS AT DECEMBER 1996"

Total Gas Santos’ Share | Uncontracled Santos’
Reserves in of Gas Gas in Santos’ Share of
Santos' Acreage| Reserves Acreage Uncontracted Gas
A 2470 1.780 940 560 |
W (g 1.580 930 BI0 360
Surat/Bowen 200 110 b5 40
Amadeus Ui 390 485 250
East Spar 530 | 80 344 50
Minena 310 30 30 30
Total 6290 3320 2.755 1,330

|al includes ethang and incorparales Foed Facioas AEneement

The company's crude oils continued to generate
strong market interest, particularly Cooper Basin
crude ol which 15 viewed by the South East Asian
market as a high quality refinery feedstock

A marketing program was commenced in
preparation for the planned production at the
Stag odl field in 1998. Due to its umigue quality
charactenstics. Japanese elecinc power producers
have bean identified as one of the markets for
alag crude oil. Those utilities will evaluate
samples dunng 1997 leading up fo tnal
shipments alter the start-up date

TOTAL COOPER/EROMANGA BASINS GAS RESERVES
{Gross)

0 91 2 929 W % %

23



HUMAN RESOURCES

1996 was a very active year with priority given ta
workplace relations, recruitment and occupationa
health and safety

An integrated approach has been adopted for
the related 1ssues of performance management
career development and traming. and succession
planning. This will be a key focus for human
resource activities in the future

As a result of the Parker and Parsley
Australasia acquisition, 31 additional positions
were acquired by the Queensland and Northerr
Terntory Business Unit, and the accelerated
gxploration program in South Avustralia and
Uueensland resulted in a high level of recruitment

within a concentrated t neframs

o —
e i s

i E 3
LIRS 7T

HEALTH AND SAFETY

streng emphasis was placed on improving
occupational health and safety programs in all
business units

adlety Management Plans were developed for
all sites. These plans emphasise involvement
ot hield-based personnel in the preparation of

standard procedures and svstems

mitiatives are being implemented to address
KEY areas

Legislation

1 .. 1 1 . . - 5

vihere possible Santos has partic ipated with
L& ¥ o T PR .

reievant governments i the formulation of

- ™ " = o
legislation that is considered appropriate and

TL B ds .
reievant for the ol and gas industry



During 1997 a number of regulations under the South
Australian Occupational Health, Safety and Welfare Act 1986
will come into operation and Santos will implement the
following actions fo ensure compliance:

Management Systems

Establish effective occupational health and safety
procedures that are integrated with the vanous facets of the
company s management system and designed to ensure
compliance with legislative and WorkCover requirements
Salely Awareness

During 1997 appropnate actions will be taken to foster a
continuing awareness of safety on the job and to provide
regular reinforcement of the need to adopt safe practices,
framing

A number of critical safety topics have been identified for
which training will be provided for employees durning 1997
This training will assist in the development of both the skills
and awareness of all employees.

Ruditing

An auditing program is being established to ensure the
effectiveness of and comphiance with occupational health
and satety procedures

The South Australia Business Unit maintained its WorkCover
self-insurance status at the maumum level

1996 saw an intensive safety training program conducted
for the Cooper Basin which featured
B the “Back to Basics™ program for Santos employees

which focused on safety awareness; and
B the “lcebreaker” pragram, an induchion salety program.
for new dnlling contract personngl

At Moomba the largest and most complex shutdown in the
history of the operation was completed without serious safety
rncidents.

In the Queensland and Northern Territory Business Unit,
the incidence of senous injuries in 1996 was reduced to less
than 50% of the rate of each of the previous two years
This achievement reflected the increased emphasis placed
on safety and the strategic approach to planming and
systems enhancement.

Safety Management Systems were also developed for the
Truscott and Winnellie bases during 1996. and are being
implemented during 1997

EMPLOYEE RELATIDNS

1996 was a year of stable and harmonious employee relations
across the company

In the South Austraha Business Umit the focus was on
implementation of the 1995 Santos Ltd Enterprise Bargaiming
Agreement, with particular emphasis on identified and agreed
productivity improvements.

Continuous improvement committees were established at
Moomba and Port Bonython to identity and implement further
opportunities for improvement

Similarly, the Queensland and Northern Territory Business Unit
proceeded with implementation of efficiency improvements
agreed to in the Santos Ltd Enterprise Bargaining Agreement.

Continuous improvement work teams addressed operational
efficiencies and significant reductions in call-out hours were
achieved, in addition to other improvements

Negotiations which commenced at the end of 1998 have
resulted in a successtul second Enterprise Agreement with
employess covered by the Santos Petroleum Management Award

Award-covered office statf in the South Australia and Offshore
Australia Business Units were offered the opportunity to transfer
to salaned staff status. The acceptance of this offer was very
high with 95% of South Australia Business Unit staft and all
Dffshore Australia Business Unit staft taking up the opportumity.

EMPLOYEE DEVELOPMENT AND TRAINING

First steps have been taken in developing and implementing an
integrated Personnel Management System. Covering a full range
of activities from performance assessment and counselling o
career development and succession planming. it 15 a valuable
strategic tool to ensure that individual development and
accountability is linked to businass objechives

The establishment of a skills database for the industry
professional staff will greatly enhance the company’s ability to
identify career development oppartunities such as statf rotation
across business umils.

Santos employees were assisled to attend B85 courses m
occupational health and satety. techmcal and para-professional,
nfarmation technology. and general management
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FOCUS ON CULTURAL HERITAGE

For many years. as part of its comprehensive

approach to

managing exploration and production
activities in an environmentally responsible

manner, Sanlos has also paid close attention

the recogrition and avordance of disturbance
areas of cultural hentage significance
This has meant that the planning and

Construction of r-;l;. E,:_: Hes finclihng

N . . ¥
infrastructure such a ivalved the

pipelines) has

participation of both specialist archaeological
ansultants and Aboriginal pesple with knowledee
11 Lhe areas in question

To aid th nmng process, specili

recorded sites of cultural, heritage, scientific
ind environmental significance and are

o ko
ol U AL

FEELNATIY

santos stalt and contractors mandatorily

attend environmental induction DEDErams on

- B =1 1] ada " - -
ENvironmentan 1ssues as well as bnefing sessions

on culiural henfage 1s5ues

these induction and information se<zione
provide an opportumity for those attending to pose
questions 1o the environmental officars

archaeologists and the company's Cultural

R

Hertage Officer. They also allow the distribution

o, i N E
'.'! Sanios Lodes |I| ;ll.;':|:||||.|||'_l.|| i-:r-..-ll.-!' B

Handbooks and Guidelines

une of these, the Procedures Manua

HICNaE ||. __'!n. .:-:-I'l | _.|'|."'”|. ::;.”!L- eipanded

ind updated. It provides simplg illustrated

gundenines for the wentification and avoidance



of potential sites, indicates where sites are most likely o occur,
and details the types of sites likely to be found. A more detailed
(250 page) Cultural Hentage Law and Procedures Manual is
designed to assist managers and the company s environmental
and cultural hentage statt in dealing knowledgeably and
sensibively with these complex 155ues

The total effect of this important process results in a workforce
which 15 both knowledgeable of and seénsitive to the natural and
cultural aspects of the environments in which it works. It also
provides a sound foundation for Santos’ dealings with Abonginal
people and ther représentative groups

ENVIRONMENTAL HARMONY

Santos’ philasophy underlying its approach to envirgnmental
management has always centred around having defailed
hnﬂ-.'.-l{_'rl;lge of the environments in which it works, and then using
that knowledge to aved (or mimmise to the greatest degree
passible) any impacts that the company s actiities may have on
the environment, This is considerably more cost effective and
enviranmentally sensitive than the ‘operate hirst repair the
impaci later approach

An example of this approach is the method used for the
preparation of seismic access routes where ‘'walking’ bulldozers
{travelling with the blade raised) and using towed rollers create
minimum levels of ground compaction. These techniques have
made the process of seismic line construction a much more
environmentally benign operation than has been the case in the
past (before the mid 1980s)

Treading hghtly on the landscape has allowed natural
regeneraton from seeds, nutnients and rootslock left intact
dunng the process of seismic acquisition

Informing and educating stalt and contractars in such
lechmiques has proven 1o be not only an environmentally
responsible bul also a very cost effective approach
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SANTOS 1996 ANNUAL REPORT

SOUTH AUSTRALIA BUSINESS UNIT

1996 was a positive year for the South Australia Business Unit. Performance higrllighls in_n:ludal:l t_he
successful exploration and development program undertaken and the SUCcess achieved in securing
additional gas contracts. Total production increased for the first time since 1333.
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COMMERCIAL

Gas Contracts (South Australia)

In September 1994 a commitment was made by
the South Australian Cooper Basin Producers to
the South Australian Government to reserve up

to 400 PJ of gas for South Australian customers.
This commitment was fulfilled in 1996 with the
signing of two major gas contracts with SAGASCO
and ETSA. Gas contracts are now in place for the
supply of gas to South Australian customers to
the year 2013.

Opportunities exst for further gas sales in South
Australia. One possiblity is use of gas to provide
the energy required in the expansion of WMC's
Olympic Dam mining praject.

Gas Contracts (New South Wales)

The ability to negotiate with interstate gas users
presents significant opportunities for Santos.
Further etfort was made during the year to expand
the volume and value of the company's gas
business in interstate markets.

There are a number of opportunities for use
of gas by proposed cogeneration projects and
independent power plants.

Fixed Factors Agreement

In the South Australian Cooper Basin, Santos is
the aperator of 13 Joint Ventures for those blocks
contained within Petroleum Exploration Licences
3 and b, Santos is also the operator of the South
Australian Cooper Basin Unit Joint Venture, which
15 @ production Joint Venture, primarily for

the production of sales gas, and the operator of
the Downstream Agreement which governs the
transport, processing and storage of liquids
downstream of Moomba. Each Joint Venture
comprises a number of different companies

The shares or participation factors of each of the
companies involved in the Unit or Downstream
Joint Ventures have historically vaned depending
on factors such as reserves and the level of
production from different Joint Venture blocks
or the Unit Areas.

The share of each Joint Venture company has
been established historically by a process called
Review and Adjustment. During 1996 the Joint
Venture companies agreed to streamline this
process and to adopt fixed factors for the Unit
and Downstream Joint Ventures and also for each
of 12 Joint Venture blocks contained within
Petroleum Exploration Licences 3 and 6.

The remaiming block, Patchawarra East Block,
remains unaltered at its histonc fixed factor.

The agreement removed the cost of legal
proceedings in respect of Review and
Adjustments and will bring about future
operational cost savings.

EXPLORATION

In February 1996, the company announced
a significant increase in its South Australian
exploration activity,

Approximately 142 exploration and appraisal
wells are planned to be drilled by the end of 1998,
The objectives of this program are to establish
new oil production and to book substantial gas
reserves to support existing and future contractual
obhigations.

The proposed exploration effort represents
a doubling in exploration levels aver those which
have prevailed in recent years and will require
an investment of approximately $200 million for
the joint venture,

Approximately 80% of the exploration activity
will be devoted to gas and will be complemented
by active commercial and marketing activity.



In 1997 significant emphasis will be
placed on extracting full potential
out of Santos” operations within the
Cooper Basin. The Company will
remain focused on:

1997 OUTLOOK

Implementing the comprehansive gas
development program in a timely and
cost-effective manner.

Meeting both operating cost containment
targels and productivity enhancement
schedules in all areas

Maximising the commercial opporfunities
afforded by the deregulation of the
Australian gas market

Minimising capital investment through
the utiisation of cost-elective
technology (for example shm hole
dnlling) and through the implementation
of improved contracting and matenals

Improving the already high standards of
satety and emvironmental performance

Optimising the conteibution of people
to the busingss

Meeting exploration targets in both procurement procedures.

the Cooper Basin and Otway Basin

The imcentive to accelerate exploration eflorts has
ansen due to:

Santos was presented with an Engineerning Excellence Award
(Resource Development Category) by the Institution of Engineers

B The deregulation of energy markets and the associated Austrahia - South Australia Division for the Moomba Ethane
projected increase in gas demand on the eastern and Treatment Plant project. The award recogmsed the high standards
southern seaboards of Australia which is expected to achieved in the execution of the project, from conception through
provide 3antos with the opportunity to realise potential to commissioning
new gas sales. Field Development Program

@ The expiry of Petroleum Exploration Licences 5 and b atgmificant hield development was undertaken duning the year

in February 1999, (Petroleum Production Licences
remain unafiected.)
The Cooper/Eromanga Basins, although mature, are shill
considered to have ongoing exploration potential

to meet contractual delivery requirements. Field development will
continue to be a major focus in 1997

SOUTH AUSTRALIA ACREAGE

DEVELOPMENT

Ethane Treatment Plant
The Ethane Treatment Plant at Moomba was completed ahead
of schedule and within cost estimates in July 19%6. The
completion of the Ethane Treatment Plant marked a further
milestane in the development of the Cooper Basin

Completion of the plant allowed Santos to commence supply
ol ethane concentrate to ICI Australia’s petrochemical plant
in New South Wales. The latal value of the contract to Santos
and its joint venturers 15 expected to exceed $400 milhion. The
use of Santos' ethane concentrate will replace imparted raw
matenals, representing a $100 million a
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SANTOS 1996 ANNUAL REPORT

QUEENSLAND AND NORTHERN TERRITORY BUSINESS UNIT

In 1996 the Queensland and Northern Territory Business Unit undertook an extensive explﬂf_ﬂtiﬂﬂ program
combined with major field and infrastructure development. Two major gas contracts were signed
reflecting the rapid growth of industry in Queensland, with Santos well placed to take advantage of further

demand for gas.
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Gas Confracls
Two major contracts were signed during 1996. The
contracts with MIM Holdings Limited and WMC
Fertilizers Limited are indicative of the growing
gas demand in Queensland. These contracts are
detailed below:
@ MIM Holdings Limited (MIM)

- 247.5 Pl (Gross);

- 145.7 Pl (Santos’ share);

- Term 1998-2013;

— 15 year contract to supply gas to the Mica

Creek Power Station at Mt Isa.

As part of the arrangements for the supply of gas
to Mt Isa, the Producers will hold 30% equity in
the Ballera to Mt Isa pipaline which is being
constructed by AGL.

QUEENSLAND RESOURCE PROJECTS
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The conteact will involve further expansion of
the Ballera Gas Plant.
@ WMC Fertilizers Limited (WMC)
— 127.5 PJ (Gross);
- 75.0 PJ (Santos’ share):
~ Term 2000-2014;
~ 15 year contract to supply gas to WMC's
Phosphate Hill fertilizer project.

Gas will be supplied wia the Ballera

to Mt Isa pipeline.

Gas Dpportunities

Santos will actively seek further contracts for
the sale of South West Queensland gas. There
is potential demand for other projects in North
West Queensland such as the Cannington
silver/lead and the Century zinc mines. Other
projects tor the sale of gas include possible use
tor peak power generation and the proposed
magnesium metal project

Price Arbitration

A decision was handed down during 1996

by arbitrators on the price of South West
Queensland gas sold to South Australia.

The contract for the supply of gas by the South
West Queensland Gas Producers (SWQGP) to
the Natural Gas Authority of South Australia
(NGASA) represents approximately 25% of the gas
consumed in South Australia and 10% of the
gas supplied from the Cooper Basin.

The price awarded by the arbitrators is
approximately 7.5% lower than that which
previously applied under the SWOGP-NGASA
contract but is still greater than the prices paid
under other South Australian Cooper Basin sales
contracts (which were not affected by the
decision).

The new price was phased in from 1 July 1996
and fully applied from 11 October 199§,



1997 OUTLOOK

Further exploration and development Ballera Gas Plant expansion and field North West Queensiand well into the next
work will be undertaken in 1997 with development century and also to caler for the
a primary focus on field and

—

potential increased demand associated

An expanded explo
p *ploration program with new gas contracts.

tocused on gas exploration. Gas
exploration will be intensified to provide Major field and infrastructure
sufficient security of supply for development

customers in Eastern, Central and

infrastructure development and
increasing the level of gas reserves.
Activities to be undertaken in 1997
include:

Major Field and Infrastructure Development
Field and infrastructure development represented a core

EXPLORATION

An gxpanded exploration program was undertaken in 1996 The component of the work undertaken by the Quesnsiand and
program focused on gas exploration in South West Queensland Northern Territory Business Unit. The major activities undertaken
with 20 wells drilled and a success rate of 70% achieved. Gas included

exploration will remain the primary focus in the 1997 exploration B Completion of Chookoo field development and processing
program facility to supply gas to South East Queensland customers

from 1 January 1997
B Imtiation of the Stokes and other field developments to

REFELIFRERY satisty the emsting and néw gas supply contracts
South East Queensiand B Successful development of ol fields in ATP299P by dnilling
Devalopment wark continued to supply gas to customers in 15 wells. resulting in a sigmficant increase in crude oil
south East Queensiand under the contracts signed in 1995 production and reserves.
The pipeline between Ballera and Wallumbilla was completed B Completion of a detailed Mereenie field study which has
during the year linking Ballera with the transmission network identified a sigmficant increase in reserves

to Brisbane. First gas was provided under transitional
arrangements from 1 January 1997 with long-term contracts
to commence in mid-1997
Ballera bas Plant
The Ballera Gas Plant located in South West Uusensland should
be completed by July 19597 at a cost of appromimately $125 millian
to the joint venture. The plant will produce sales quality gas and
15 being constructed to meet the contracted future demand for
gas in Queensland. The expected imitial capacity is /9 terajoules
(T)) per day

Further expansion of the Ballera Gas Plant 15 planned to
meet future gas demand in both North West Queensland and
South East Queensland. Expansion will
increase production as follows ryy
| 120 TWday by end 1997 —
B 155 TWday by end 1998 —

OUEENSLAND ACREAGE

i Sanfos Permiis




SANTOS 1996 ANNUAL REPORT

OFFSHORE AUSTRALIA BUSINESS UNIT

The Offshore Australia Business Unit expanded 1ts operations ouring 1996 providing
exploration and development in 1997 and beyond. To maintain the
expanded asset portiolio was divided in two

§ . Nap——— gy S | e 1007
Unit) which commenced its operations in January 1331

PRODUCTION

COMMERCIAL

Parker and Parsley Australasia Acquisition
The petroleum assets of PPA were acquired

by Santos in March 1996. The acquisition
encompassed a portfolio of interests including
significant offshore acreage in the Carnarvon,
Browse, Bonaparte and Otway Basins

DEVELOPMENT

§4

Development projects represented an integral
companent of the Offshore Australia Business
Unit's activities. In late 1996 the East Spar
development propect was completed. with
production commencing in November

Announcements were made regarding the
development of the Stag and Elang ol fields
Development of the Bayw/Undan gas and
condensate project will be progressed with a
target for commitment of development by the end
of 1997, whilst the Minerva gas field is currently
the subject of development studies. Details of all
these projects follow.

Description: (Ol field development.

Carnarvon Basin.

24.17% equity

Estimated oil reserves

43.8 MMbbls (23.7 MMbbls

Santos share)

Production: To commence second quarier
1998 26,200 bopd (14,190
bopd Santos share).

Capital Exp.: $200 million ($118 million

Santos share)

13 plus years field life

Interest:
Reserves:

Field Life:

a solid foundation for
requisite regional focus on growth, the

to create a fifth business unit (the South East Asia Business

Description: Dry gas field development.

Otway Basin
Interest: 10% (acquired with PPA).
Reserves: 54 MMboe (gross)

5.4 MMboe (Santos share)

Production: Targeted first production
1999-2001. Field subject to
development studies and
marketing effort

Capital Exp.: $160 million. Net development cost
(post acquisition) 316 million
(preliminary eshimate).

Possible Development: Unmanned offshore
development with onshore gas
processing plant.

Description: 0Oil field development. Timor Gap

Interest: 21.43% equity.

Reserves: 17 MMbbls economically recoverable
(3.6 MMbbls Santos share)

Production: To commence mid 1998. 30.000
bopd (6,400 bopd Santos share)
first 12 months

Capital Exp.: 390 million (319 million
Santos share)

Field Life:  Approximately 2-3 years.



(:a% and condensate discovery

Descriphon:
Timar Gap
Interesk: 21.43% equity

pre-umitisatgn

¥ UL LT - L =
29 E MMboe higuids (Santos share

Reserves
100 bef gas (Santos share

! . N B R e :
Levelopment to commence 1998 o

Production:
1999 Production estimated to
commence approximately 2001

] . =1l e T
Approximately s2a0 milhon nef

Capital Exp
Possible Development: Liguids stnpping/gas
recveling and/or LNG development

& reversal of trend of dechiming production in 1987

=

§ expoCied With @ majar increase 1n o

dunng 1998 from the Stag and Elang fields (both
rrent development projects) and gas and

sate production from the Bayu/Undan field
_|'|

= -\.
-||II_ ""\.I 5
LAkl

waected fo rommence Al
L L L | Vel Ve BV &

2xploration was undertaken dunng the

year. A significant hughlight was the dnlling of the
rulek-1 appraisal wells which
company'’s knowledge of

e grant Bayw/Undan accumulation. Successful

al in the Stag

g area extended

nereasing the reserves by 3.5 milhon

1997 OUTLOOK

Exploration and development will
be a focus in 1997, The
commencement of development
projects plus the increased
exploration activity will further
Santos” commitment within
olfshore acreage.

(as resource commercialisation

in respect of East Spar

Progress on Stag and Elang

development projects to achieve

998 commencement targets
Progress on Bayu/Undan

development project to achigve

e a8t cbart -
Active exploration program of target start ug

g R REET A TR .8
| £ wells including new exploration

I prospects

Am increase in offshore exploration activity

1S planned for 1997 with 12

be drilled

oy i e o
wells scheduled |

Ihis program includes a further well to appraise
the extent of the Tern field which is part of Santos
Bonaparte Basin gas resource. Following the
potential of

results of this well the commerncia

the field will be assessed

SANTOS ACREAGE — CARNARVON BASIN




SANTOS 1996 ANNUAL REPORT

AMERICAS AND EUROPE BUSINESS UNIT

The operations of the Americas and Europe Business Unit during 1996 were characterised by growth and
exploration success. The focus of this Business Unit has been to develop the core areas of its I_JIJSIIIEE-S
as part of its broadly-based intention to build Santos’ international activities. 1996 was a positive year
in this regard.

Exploration
wllmiillo, Exploration drilling in 1996 took place in
Overview two areas:
Significant activities were undertaken by Santos’ Orilled  Successtl  Planned
wholly-owned subsidiary, Santos USA Corporation, for 1997
during the year. An overview of these activities is WD152/MC357 4 3 |
detailed below. Thomson-
B Growth was targeted through the acquisition Barrow/( Brien 2 9 16
PRODUCTION and exploitation of oil and gas properties in Arkomia Basin . 3
e L the primary focus areas of the Totals 15 12 a0
;‘;h & Texas/Louisiana Gulf Coast and the Gulf of P
Mexico, and secondanly in the Arkoma Basin .
il b | Development drilling during 1996 occurred in the
Crude o 83 in Ohlahome. following areas:
@ Paricipation took place in 22 drilling projects
(1] of which 18 were completed for production Orilled  Successful  Planned
and one (MC357) is awaiting subsea for 1337
-~ development. Woisz ] . :
B Reserves acquired and discovered, together MC35T - ' !
14 Arkoma Basin 2 ) 1

with revisions to existing reserves and 1996
production, resulted in year-end reserves Tatals 1 1 4
being approximately 25% above those at
the completion of 1995,

B A positive contribution was made to Group
profitability.

An additional planned project for 1997 includes
the possible subsea completion of the MC357
discovery and connection to WD152

UNITED KINGDOM
SANTOS USA CORPORATION INTERESTS

Overview

The activities of Santos’ wholly-owned subsidiary,

Santos Europe Ltd, were focused on growth.

The highlights are detailed below

@ Positive results were achieved from the
extended well tests at Banff and Pierce which
indicate hkely development of both fields.

8 Atechnical review of the Anglia Field was
completed, identitying additional drilling
opportunities.

B The Central North Sea exploration well drilled

& = had encouraging results and is subject to
et el 11

turth

urther evaluation

£ metg Baoh RES

mm Coundses in whath permils are keld with Sanfos Interpsts
r Prodochon

O Ottshore production

36




1337 OUTLOOK
United Kingdom

The focus areas of Santos Europe Lid in the UK are the
Southern Gas Basin and the Central North Sea (oil and gas).

Santos USA Corporation’s strategy is to grow through
acquisitions and exploration. The activities will concentrate an

gas and oil in the primary focus area of the Texas/Louisiana
Gulf Coast and the Gulf of Mexico.

The Corporation also intends to participate in the March 1997
Central Gulf of Mexico Lease Sale in a bidding group operated by
Murphy Oil.

@ The year end 1996 reserve position is 30% above the year
end 1995 reserve level

B A positive contribution was made to Group profitability.

B Mr Stuart Gibson was appointed General Manager -
Santos Europe Ltd

EXPLORATION
Exploration activity continued during the year
with further projects planned for 1997 W Santos Permits
Highlights of the 1996 program included: a0l Feld
B A 50% success rate from four wells drilled. | wm Gas Field

B A successiul appraisal of the Pierce field.

== Uil Pipeline

B A well to evaluate a possible extension of

— Gat Fipeline

the Anglia gas field was suspended
pending further evaluation following
indicatiens of the presence of gas

B An exploration well and sidetrack was suspended for further
evaluation following indications of hydrocarbons in the Tay
sand objective in Block 22/22¢ in the Central North Sea.

B An entry position has been secured in 2 group bidding in the
17th round of applications for licences in the UK

DEVELOPMENT

Development work represents an integral part of operations within
the UK and forms an impartant part of the overall long-term
strategy. Development activity is detailed below

Anglia

Gas sales from Anglia declined during 1996. This reflected
declining production from existing wells and the buyer taking

a disproportionate amount of gas early in the contract year
{fourth quarter 1995)

A complete technical review incorparating full figld simuiation
has identified infill drilling locations predicted to contnibute to
production and improve recovery The first of these wells 15 a firm
1997 project targeted for the third quarter

Santos Europe Ltd is targeting short-term production growth
through the acquisition of existing or near to producing assets in
these core areas. Preferred projects will have significant reserves
net to Santos Europe Lid and provide follow-up potential in terms
of future increased activity

SANTOS EUROPE LTD INTERESTS

Netherlands

Souttem G B

Bantf

Production commenced in September 1936 through the Early
Production System (EPS). Scheduled to last for six months,
production from the two wells has been limited to the EPS
capacity of 40,000 bopd. Cumulative production to year end was
2.85 MMboe (0.05 MMboe net). The early results from the EPS are
positive and there is every indication that the project will procesd
to full development. Full production is targeted for the second
half of 1998 through a Floating Production, Storage and
Offloading Unit (FPS0) designed to handle a planned rale of
60,000 bopd (1,200 bopd net)

Pierce

The 1996 Extended Well Test (EWT) produced 1.17 million barrels
of oil (34,000 bbis net) at an average rate of 15,000 bopd

(440 bopd net). Based on the encouraging results, an engingefing
cantract was awarded for front end engineenng. Full project
sanction is expected early in 1997 and anticipated first odl in
second half of 1998, The floating production system is being
designed to handle production of 45,000 bopd (1,300 bopd net)

with future gas production and sales capability
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SOUTH EAST ASIA BUSINESS UNIT

The South East Asia Business Unit is a2 newly created business unit which will focus on Santos interests
in Papua New Guinea, Indonesia and New Zealand. The interests acquired in Papua New Guinea, in
particular, have significant potential

58

The requirement for a filth Business Unit followed
the acquisitien of petroleum assets from MIN
Holdings Ltd. This acquisition was finalised in
January 1997. Significant offshore interests were
acquired in Papua New Guinea, Indonesia and
New Zealand

PAPUA NEW GUINEA

The acquisition has provided expanded
opportunities in Papua New Guinea. The Papua
New Guinea oil and gas industry has had
Increasing success in recent years. Exploration
and development potential remain high with large
areas shill relatively unexplored. The acquisition
provided the Santos Group with producing assets

and exploration potential. It provided a meaningful
presence in the prospective Papuan Basin, the only

basin known to contain commercial volumes of
hydrocarbons in Papua New Guinea

The Papua New Guinea interests included
a 7% interest in the unitised SE Gobe oil field

which was discovered in 15991

Description:
Interest:

Reserves:

Production:
Capital Exp..

INTERESTS MANAGED BY THE SOUTH EAST ASIA BUSINESS UNIT=

il field. Papua New Guinea
fipproximately /%% after unitisation
and government participation
Estimated oil reserves 60+ MMbbis
recoverable (4.2 MMbbls Santos
share).

To commence first half 1998
Santos Group share from mid-1996
- %22 million

MIM Acquired PPA™ Acquired Santos” Existing I Total I status of
on Interest % Interest % Interest % Interests % Interest %

Fapua

New Lminea

PPLIES 40,404 40,404 Operalor

PPLIGO 30.101 30,108 Opetator

FOL3 20.0 0.0 Opesator

PPLIDG 35.0 200 55.0 Operalos

PPLISS 43 805 431825 Operaios

PPLALG] Er0 g7.0 Operatod

PPLISY 10,0 1000 Dperatoe

FPLISE 100.0 100.0 Operator

Indonesea '

Benfu P5C 3333 271.78 Bl.11 Mon-Operator
~ Bangho ?E._ 150 5.0 Mon-Opesator

New Fealand

PEP3B712 66,66 £6 B Operatos

1a) as al 31 December 19865
b) Farker and Parsley Australasia



1997 OUTLOOK | PAPUA NEW GUINEA INTERESTS
Exploration and development will be the focus of the

South East Asia Business Unit's operations in 1997

Two wells are planned in the Bentu and Bangko PSC's.
One well is to be drilled in Papua New Guinea.

Work will proceed on the SE Gobe development to
achieve target commencement dates.

INDONESIA B Sanios Permits
B Santos Pessts (e MIM)
The acquisition of Parker and e
1 [}
Parsley Australasia provided a 28% — vy
&5 e
interast in the Bentu Praduction
= Ol Pipeling

sharing Contract (PSC) and a 15%
interest in the Bangko PSC, baoth in
Sumatra. The Bentu PSC contains four gas fields with good
potential for additional gas finds. The gas is relatively
easy to develop with the field well located with respect to
possible markets, including independent power generation,
petroleum development or pulped paper.

The MIM acquisition provided a further 33% interest in | INDONESIA INTERESTS
Bentu, together with a further interest in the conbiguous
Korinci-Baru application area.

The Indonesian Government is encouraging increased
gas cansumption. A lack of infrastructure has prevented
this from happening in the past, but sigmificant
developments are taking place which will facilitate
increased gas consumption. The

s i Discovery

proposed Asamera Duri pipeline B Santos Permits
with a spur to Batam Island near mm Santos Permets (ex MIM}
Singapore is one such development. | mm il Field

These interests represent mm Gas Field
medium-term rather than immediate | s Gas Prospect
opportunities. However, they are o« Propased Gas Pipelne

strategically important. Despite the

fact that Indonesia is one of the world's major ol producers,
energy shortages are common in many parts of the countey
Gas still represents a challenging commercial proposition
as the domestic industry grows and infrastructure 1
expanded. However, the medium-term putloak for the
domestic gas business in Indonesia is excellent
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PEP 108 20,0000 ( WVIC/P31 (Minerva i
PEP | 500000 | WCARLL | 3333 '.
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CORPORATE GOVERMANCE
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Ape 68, Director since
3 December 1991 ang
Chasrman since 15 February
1994, Chairman of the
Emvironmental Committes of

of Santas Finance Ltd

Banking Corporation and
The Australuan Minerals
and Energy Emaronment

of The RTZ Corporation PLC
Unbil 1985 was Managing
Dwrector of Sampson
Holdings Ltd

Narman Ross Adier

Age 52. Managing Director
tince 7 Mowember 1984
member of the Andit and
Ervironmental Committess
of the Board and also
Chairman of other Santos
Lid subsidiary companies
Director of the
Commaonwealth Bank of

Group, Telstra Corporation

of Petrodeum Ltd. Member

the Board and also Chairman

Chairman of CRA Ltd, Westpac

Foundation. Deputy Chairman

Hustralia, GCT Resources Lid

Ltd and Australan Insiifuie

of the Corparations and
Securitses Panel, Business
Council of Australia and

& member of the Board

of the MFP Developmeant
Corporation

Péler Charles Barnelt

Age 56. Direclor since

31 October 1995 and
member of the Audit
Commitiee of ihe Board
Chairman of Norwich Union
Fenancial Services Group
Durector of Mayne Nickless
Lid. Australian Madia &
Comminmcalsons
Imvesiments Limited,
Ericsson Australia Pty Lid
and the |nstifute of Public
Affairs. Former Managing
Director and Chied Execulive
Officer of Pasmenca Lid and
Chist Executiive Officer of
EZ industries Lid

fan David Francis Calliman

Age 59 Dureclor since

17 December 1996, Barrister
and losmer Prasident of the
Queansiand and Australian
Bar Aszocialions, Chawrman
of the Quesnsiand Art
Galbary. Durector of GCT

Resources Ltd and an
Honorary member of the
Incorparated Council of Law
Reporting. Former Chaitman
of the Barrrsters Board of
Uueenstand and a former
Chairman of the Queensiand
Totatisater Administration
Board

Stephen Gerlaeh

Age 51. Dwector since

3 September 1989, Chairman
of the Audid Committes

and member of the
Environmental Commities
of 1he Board. Chawman al
Amded Ld, Equitonial Mining
N.L and Aser Nominges Py
Ltd. Darector of AMP
Australia, Southcorp
Haldings Lid, Futuris
Corporation Lid. Australian
Agnicultural Company
Limited, Beston Pacific
Coeporation Limited,
Riverland Water Pty Ltd and
Riverland Waker Holding Py
Ltd. Former Managing
Partner of the Adelaide legal
firm, Finlaysons

lohn Walter Mekedla

Age 50. Evecutive Director
singe 5 Seplember 1995 and

Executive General Manager -
Commencial of Santos Lid
Deputy Chairman of
Australian Matsonal Railways
Commission. Director of QCT
Resources Lid Group and
Santos Lid subsidiary
compames. Formes
Managing Director of Dalhi
Petralewm Pty Lid

Michael Anthany 0'Leary

Age bl Direclor since

15 October 1996, Chairman
of Hamersley Iron, Argyke
Dramends, Dampaer Salt and
Disector of CRA Limided. The
RTZ Corporation PLE. Century
Zinc Lomated and Bank od
Western Austrakia Lid

Frofessor ludith Slogn

Ape 42 Director since

5 September 1994, Professar
of Labour Studies at the
Flinders Unmversity of South
Australia and Director of the
Hational Instifute of Labaur
Studies, Director of Mayne
Mickless Lid, SGIC Holdmngs
Lid and Soulh Australian
Paris Comporation

BOARD OF DIRECTORS
lohn Allan Uhrig

Kohert Strapes

Age TE, Directar since

4 Dctober 1983, Mr Strauss
i3 & Chartered Accountant
Chairman of John Kaldor
Fabricmaker Lid Group and
Director of Gibson Moldings
Ine and Chasrman of the
Council of the Australian
simon Univarsity, Farmer
Executive Chairman of
Bridge Oul Limifad

lan Ermest Webber

Age b1, Director since

16 February 1993 and
member of the Audit
Commifttes of 1he Baard
Chairman of Mayne Nickless
Lid Gemwp. Soudh Australian
Devedapment Coancil and
ASEA Brown Boven Adwisory
Board. Director of Pacific
Dusnilep Lid and Dplus
Communications Pty Limited
Former Managmng Derecior
and Deputy Chairman

of Chrysler Rustralia Lid
and Managing Director

of Mrsubishi Motors
Rystralia Lbd

Independent Professional Advice
The Board has established guidelines setting out the

circumstances and procedures pursuant to which a director. in

The current members of the Audit Committee are: Mr S Gerlach
(Chairman). Mr PC Barnett. Mr IE Webber and Mr NR Adler

Risk Management

furtherance of his or her duties, may seek independent
professional advice at the Company's expense. Those procedures
require prior consultation with, and approval by, the Chairman
and assurances as o the qualifications and reasonableness of the
fees of the refevant expert and, under normal circumstances,

the provision of the expert’s advice to the Board.

Audit
It is Board policy to continue in existence an Audit Committee,

comprising three non-executive directors together with the
Managing Director. The main responsibilities and rights of the
Committee are to: review the terms and conditions of engagement
of internal and external auditors; determine the appropnatengss
of internal and external audit procedures; review the intenm and
annual financial statements: and provide auditors with access

to the Board. The Committee formally reports to the Board after

each of its meelings

The Board has in place a number of arrangements intended to
identify 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
argamisational slructures, procedures, manuals and policies;
audits (including internal and external financial, environmental
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 established and maintained various
internal standards which extend beyond requirements prescribed
by law and include additional disclosure of interests by directors

and gudelines relating fo the dealing in secunties by

directors and managers



SANTOS LTD AND CONTROLLED ENTITIES

TEN YEAR SUMMARY

as al 31 December
1987 1988 ) 15950 1991 1952 1993 1994 1995 1996

PROFIT AND LOSS (Smillian)

Sales revenue 530.7 436.1 560.6 709.5 6559 GE9E 680.2 640.0 6716 ;ﬁg
Total operating revenus 584 7 465 6 603.0 8129 1059 7520 032 1283 ?ii.l L 43
Crude oil price (AS/bbl) 29,61 1926 23.M 077 2800 2865 2764 23Hd 24.96 :
Operating profit before abnormal items

Operating profit before tax 2174 162.0 1230 2548 223.5 2451 289.2 2959 241.0 39
Income tax on operating profit 853 66.3 526 1120 106.8 104.9 1048 116.2 101.1 136.0
Operating profit after tax 122.1 857 704 1428 116.7 140.2 1844 179.7 1399 1859
Abmormal items after tax - (87.8) 484 185 (2249) (27.5) 349 10.7 129.3)

Operatimg profit/(loss) after tax

and abnormal items 122.1 19 1188 161.3 (1082 1127 2193 190.4 1106 1959
Outside equity interest in

operaling profit/iboss) 5.0 5.7 1.7 5.3 2.7 - - = -
Profit/(loss) attributable

to sharehalders 117.] 2.2 17.1 15%.0  (1109) 1127 2193 1904 1106 1959

BALANCE SHEET {$million)

Total shareholders’ equity B603 11068 10238 13802 121501 12317 13806 15322 15193 15863
Total assels 23787 28490 29316 29625 27976 28218 28312 28972 29155 34434
Net debt B64.7 9193 L1161 1724 155.0 194 112 619.9 b4z .0 9386
e ——
EXPLORATION
Wells drilled 97 120 133 119 E0 4] bb b3 bb 81
Expenditure ($million) 55.6 909 109.2 915 198 76.7 19.6 91.9 E7 9 1211
Resgrves (MMBOE) 352 623 671 646 623 670 675 663 103 860
Production (MMBOE) 06 306 356 360 342 M6 363 312 368 9.2
CAPITAL EXPENDITURE (%millian)
Field developments 136 20.1 M9 B89 519 332 400 a2 239 105.8
Buildings, plant and =quipment 634 404 597 609 69.1 156 E0.6 30,5 40.1 150.3
e e,
SHARE INFORMATION 1frl0  Q1forl0  Eecutwe  1for]0  Dradend  Dmadend  Dwidend  Dividiend - -
Share issues nghts/ bosps’  $hae plis nghts’ resmvestment reinvesimesd reinvestment reimesiment
Exaioration | foed Brodzad plan/ plan pém plan/
purchase’ nghls’ restment  Executne Executive
Executrie Prvale plan/  shase plan share plan
shareplan  placement Enscutee
Sh3re plas
Numbser of issuad shares
at year end (million) 2138 4033 404 3 450 4 4730 4986 5179 5306 5396 5396
Weighted average number
of shares (million) 3017 3303 415.1 4253 4636 4813 503.7 5235 6372 537.3
Dividends per share - ordinary () 19.0 150 19.0 19.0 19.0 21.0 220 270 230 4.0
- special (¢) - - - - - 50 B o
Dividends - ordinary ($millicn) 55,7 B89 6.0 855 88.5 102.7 1123 117.2 123.6 129.0
- special (Smillian) - - - - 758 ¥
“
RATIOS ARD STATISTICS
Eamings per share
- before abnormal items (¢) 188 218 16,6 123 46 29.1 36.6 3.3 26.0 36.5
_ after abnormal items (¢) 188 07 282 37 (239 234 435 B4 206 365
Return on fotal income (%) 20.7 206 11.7 176 165 186 230 27 e H.l
Return on shareholders’ equity (%) 154 9.0 BB 105 9.7 11.4 134 117 g2 II-E
Net debtiequity (%) 1005 831 993 560 621  B47 515 405 423 589
Net interest cover (flimes) 49 3l 1.9 12 41 59 8.6 § 3 12 E-E
GENERAL
Number of employees 1561 1,547 1655 1,683 1.570 ] 468 1,526 ] 497 1.471 1.461
Number of shareholders 25267 21113 26499 25251 29706 35492 42068 50595 55684 55482

Market capitalisation ($million) 10944 13351 16393 17798 13992 12885 19881 1862 21112 27411

Lomparative ligures hawe, where apphicabie, been adjosted 1o place them on & compasable basis with current vear ligures
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DIRECTORS’ STATUTORY REPORT

This report by the Directors of Santos Ltd (“the Company”) is made pursuant to Division 6 of Part 3.6 of the Enfpmalmn: Law for the year endgd
31 December 1996 and is accompanied by the Financial Statements for the period of the Company and the 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 Samtos Lid
Beneficial Non-beneficial
Intezest [leresd
Uhrig John Allan (Chairman) 15,000 -
Adler Norman Ross 760,000+ -

(Managing Director)

Barnett Peter Charles 10,000 -
Callinan lan David Francis - -
Gerlach Stephen - 3.826

Surname Other Names Shaseholdengs in Sanios Lid
Beneficial Moa-banaficial
Inbesresd Inferest
McArdle John Walter 459,317 33,700

(Executive Director)

0'Leary Michael Anthony 4,200 -
Shoan Judith 1,000 -
Strauss Robert 10,000 -
Webber lan Emest 10,000 -

Except where otherwise indicated, all sharehaldings are of fully paid
ordinary shares of 25 cenls each

* Incldes 610,000 partly paid Executive Share Plan Shares
** Includes 320,000 partly paid Executive Share Plan Shares

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

Details of the qualifications, expenience, other directorships and
special responsabilities of each Director are set out on page 43 of this
Annual Report.

Mr Richard Chapman Hope Mason retired, and Mr James Joseph Kennedy
resigned, as Directors of the Company during the year.

Mr Michael Anthony O'Leary was appointed a Director of the Company
on 15 October 1996.

Mr lan David Francis Callinan was appointed a Director of the Company
on 17 December 1996,

Directors’ Mestings

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
No. No. of
Meetings Metings
Afiended Helg* -
Unnig John Allan 11 11
Adler Norman Ross 11 11
Barnett Peter Charles 11 11
Callinan lan Dawid Francis - =
Gerlach Stephen 11 11
Kennedy lames Joseph 8 g
Mason Richard Chapman Hope ] 4
McArdie John Walter 10 11
0'Leary Michaal Anthony 3 3
Sloan Judith 10 11
Strauss Robert 9 11
Webber lan Ernest 10 11

Momination and
Audit Commuttee Environmiental Committes Remuneration Committes
Na. of No. of No. of Koo Ko of Ho. of
Mestings Mestings Mestings Maetings Meetings Mestings
Attended Helig" Attended Held"” Atfended Beids
3 3 2 2
4 L] 3 3

Z 2 Z 2
4 4 3 3 , 2
2 2 | 1

1
l l
2 Z
2 2
3 ! 1 2

© Reflects the mumber of meetings held during the time the Darector held atfice disning fhe year

As at the date of this report, the Company had an audit committee of the Board of Directors
Particulars of the Company's corporate governance practices appear on pages 42 and 43 of this Annyal Report

2. PRINCIPAL ACTIVITIES

The principal activities of the economic entity constituted by the Company
and the entities it controlied from time to time dunng the year were gas
and petroleum exploration: the production, treatment and marketing

of natural gas, crude oil, condensate, naphtha and ligud petroleum

gas; and the transportation by pipeling of crude oil. No significant change
in the nature of these activities has eccurred during the year

46

3. CONSOLIDATED RESULT

The net amount of Consalidated Profit for the year ended 31 Decamber

1996 alter providing for income tax and abnormal Hems was
£195.9 million



4. DIVIDENDS

In respect of the year ended 31 December 1996

{a) the Directors on 12 March 1997 declared a fully franked final dividend
of 13 cents per fully paid share be paid on 2 May 1397 1o members
registered in the books of the Company as at close of business on
11 !Ipnl 1397 and declared that such dividend be a Class C franked
dhﬂﬂyd to the extent of 100%. This final dividend amounts to
appraumately $59.9 million; and

(b) a fully franked interim dividend of $59.1 million (11 cent
was paid to members in November ]996. gt oy

A fully franked final dividend of $54.5 million on the 1995 results

(12 cents per s!un'.l was paid in May 1996. Indication of this dividend
payment was disclosed in the 1995 Annual Report.

5. REVIEW OF OPERATIONS

A m of the n;-u_atinns and of the results of those operations of the
economic entity during the financial year are contained in pages 4 to 7.
12, 13, 16, 18, 13 and 30 to 37 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 during the financial year other than:

(a) those referred to on pages 1 and 3 of the Report to Sharehobders.

(b) the 1396 results benefited from the inclusion of Australasian Eagle
Petroleum Pty Ltd, the holding company of Parker and Parsley
Australasia Pty Ltd, as from 1 January 1996 which contributed
$12.8 million before acquisition financing costs;

{c) net debt stood at $938.6 million at 31 December 1996, which was
46.2% higher than at the beginning of the year due to funding the
acquisition of Australasian Eagle Petroleum Pty Ltd and capital
expenditure programmes: and

(d) with the due satisfaction of the conditions of an escrow agreement
entered into during the 1995 financial year between the Company and
the Australian Gas Light Company, the special rights attaching to the
B Class Shares expired at 5.00 p.m. on 3 May 1996, On the expiry of
those rights, the B Class Shares converted into, and carry the nights
attaching to, ordinary shares of the Company.

1. SUBSEQUENT EVENTS

Other than as referred to at Note 32 to the Consolidated Accounts there
has not arisen in the interval betwaen the end of the financial year and
the date of this report any matter or circumstance that has significantly
affected or may significantly affect the operations of the economic entity,
the results of those operations, or the state of atfairs of the economic
entity in subsequent financial years.

8. FUTURE DEVELOPMENTS

Certain likely developments in the operations of the economic enlity and
the expected results of these operations subsequent to the financial year

ended 31 December 1996 are referred to at pages 9, 17, 22, 23, 31, 33,
35, 37, 38 and 39 of the Report to Shareholders. The Directors beleve, on

reasonable grounds, it would be Iikely to result in unreasonable prejudice
to the Company if further information which may be required by Section
305(11) of the Corporations Law to be included in this report was so
included and the information has been excluded in accordance with

Section 306 of the Corporations Law.

9. DIRECTORS' INTERESTS AND BENEFITS

(a) Directors have declared interests in contracts or proposed contracts
with the Company by virtue of their association with the companies
specified in the statement setfing out particulars of the qualifications,
experience and special responsibilities of each Director on page 43
of this Annual Report. Some of these companies have transachions
with the Company in the ordinary course of business.

{b) There are no particulars of Directors” interests declared in contracts
of proposed contracts as described in Section 307{1)(c) of the
Corporations Law which are not otherwise disclosed in this report,

{c) Since the end of the previous financial year no Director of the
Company has received or become entitled to receive a benefit (other
than a benefit included in the aggregate amount of emoluments
received or due and receivable by Direclors shown in the Consolidated
Accounts or the fixed salary of a full time employee of the Company
or an entity that the Company controlled or a body corporate that was
related to the Company at a relevant time) by reason of a contract
made by the Company or a body corporate (that was related to the
Company when the contract was made or when the Director received
or became entitled to receive the benefits) 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:

(i) as disclosed in the Directors’ Statutory Report dated 13 March
1996, Mr RCH Mason was, following his ceasing 1o be a direclor
during the year, paid a retirement benefit pursuant to an
agreement entered into with members” approval at the 1989
Annual General Mesting:

(i} Mr J) Kennedy was, following his resignation during the year,
paid a retirement benefit pursuant to an agreement entered into
with members” appeoval at the 1989 Annual Ganeral Mesting;

(iii) an agreement was entered into on 15 Oclober 1996 with
Mr M AD'Leary in accordance with members’ approval at the
1989 Annual General Mesling providing for payment of a sum
on retirement from office as a Director; and

{iv) an agreement was entered into on 18 February 1997 with
Mr IDF Callinan in accordance with members’ approval at the
1989 Annual Ganeral Meeting providing for payment of a sum
on retirement from office as a Director.

10. SHARE OPTIONS
There are no unissued shares under option.

11. INDEMNIFICATION

Article 177 of the Company’s Articles of Association provides that the
Company indemnifies each person wha is or who has been an officer

(as defined) of the Company against any liability to another person (other
than the Company or a related body coeporate) ansing from their position
as such officer, unless the liability arises out of conduct involving a lack
of good faith. The Company has insured against amounts which it is lable
to pay pursuant to Arbicle 177 or which it otharwise agrees to pay by
way of indemnity. Aricle 177 also provides for an indemnity in favour of
the auditor in relation to costs incurred in defending proceedings in
which judgment is given in favour of the auditor or in which the suditor
15 acquitied.

12, ROUNDING

The Company is a company of the kind referred to in Class Order No.
94/1252 dated 17 August 1994 made by the Australian Securities
Commisswn pursuant to sub-section 313(6) of the Corporations Law and
accordingly amounts sel out in the accounts and reports contained in this
Annual Report have been rounded off to the nearest tenth of a million
dodlars or, where the amount 15 $50,000 or less, zerp.

This report is made out on 12 March 1997 in accordance with a resolution
of the Drrectors.

B s i 4 7

A Uhng, Directos NR Adler, Director
12 March 199/

4y



SANTOS LTD AND CONTROLLED ENTITIES

PROFIT AND LOSS ACCOUNTS

for the year ended 3] December 1996

Consolidated Santos Lid

Notle Smlllagﬁ Snlullllaaﬂ Smlllaglﬁ Smillllg:gﬁ
Operating revenue (2) B14.5 751.3 524.8 418.2
Operating profit before abnormal items (3) 3319 241.0 2518 170.4
Income tax attributable to operating profit before
abnormal items (136.0) (101.1) {46.2) (51.3)
Abnormal income tax item - (29.3) - (18.9)
Income tax attributable to operating profit (4) {(136.0) (130.4) (46.2) (70.2)
Operating profit after income tax attributable
to shareholders of Santos Lid 185.9 110.6 211.7 100.2
Retained profits at the beginning of the year 216.8 2298 90.5 113.9
Total available for appropriation 412.7 3404 302.2 214.1
Dividends provided for or paid (5) {129.0) (123.6) (129.0) (123.6)
Retained profits at the end of the year 283.7 216.8 113.2 90.5

é & The Profit and Loss Accounts are to be read in comjunction with the motes to and forming part of the Financial Statements



SANTOS LTD AND CONTROLLED ENTITIES

BALANCE SHEETS

at 31 December 1956

\.

Current assets
Cash

Receivables
Inventories

Other

Tolal current assets

Non-current assets
Recevables

Investments

Property, plant and equipment

Intangibles

Other

Total non-current assets
Total assets

Current liabilities
Creditors and borrowings

Provisions
Other
Total current liabilities

Non-current liabilities
Creditors and borrowings

Provisions

Other

Total non-current liabilities
Total liabilities

Net assels

Shareholders’ equity
Share capital

Reserves
Retained profits
Total shareholders’ equity

The Balamce Sheets are fo

Consolidated santos Lid
Nte  Smillen  Smibor Smilos  Smillon
152.0 81.8 1.0 2.3
(6) 130.4 120.2 62.1 49.9
N 12.6 60.7 38.1 18
(B) - - 162.2 49.3
355.0 268.7 269.4 1333
(6) 2.1 189 16.5 134
(9 390.7 LT 18113 1,7129.2
{100 25954 2,181.6 1,.083.6 1,0309
(11} 116 80.7 - -
(8) 5.6 19 - -
3.088.4 26468 30114 277135
34434 29155 3,280.8 2.906.8
(12} 184 67.3 35.1 46.9
(13) 174.5 1344 104.5 118.3
(14) - - 1.380.5 1,085.7
2529 2017 1.520.7 1,250.9
(12) 1.090.2 129.1 0.1 02
(13) a0e.4 2654 279.8 2619
(14) 2.6 2.9 -
1,604.2 1,194.5 282.8 262.1
1.857.1 1.396.2 1.803.5 1,513.0
1,586.3 1,519.3 1471.3 13938
(15) 1344 134.3 1344 1343
(16) 1.168.2 1,168.2 1,168.7 1.169.0
283.1 216.8 1732 90.5
1.386.3 1,519.3 14713 1,393.8

be read in conjunction weih the notes to and feeming parl of the Financial Statements



SANTOS LTD AND CONTROLLED ENTITIES

STATEMENTS OF CASH FLOWS

for the year ended 31 December 1906

Consolidated Santos Lid
Wl el e i
Cash flows from operaling activities
Receipts from customers 121.2 655.6 338.9 340.6
Dividends received 28.2 22.0 28.2 140.4
Interest received 19 54 03 0.8
Overriding royalties received 11.0 10.7 134 13.0
Pipeline taniffs and other receipts 36.8 329 12.2 9.5
Payments to suppliers and employees {206.3) (173.4) (80.2) (76.1)
Government royalties and resource rent tax paid (50.3) (38.1) (21.8) (22.00
Interest and other costs of finance paid (65.8) (51.7) (66.7) (56.8)
Income taxes paid (69.6) (94.4) (51.6) (53.2)
Net cash provided by operating activities (22) 413.1 369.0 173.3 296.2
Cash flows from investing activities
Payments for:
Land and buildings, plant and equipment (138.0) (36.2) (56.3) (21.1)
Exploration {(120.8) (89.9) (44.5) (40.5)
Development (88.4) (42.5) (39.7) (16.8)
Fixed factor settlement (12.6) - (22.8) -
Acquisitions of oil and gas assets (8.8) (27.4) - (0.3)
Acquisitions of controlled entities (22) (155.6) - (138.5) -
Share subscriptions in controlled entilies - - (14.9) {45.9)
Other investments (46.1) (67.6) (42.4) (67.6)
Proceeds from sale of non-current assets 4.7 98 9.8 0.4
Net cash used in investing activities (565.6) (253.8) (349.3) (191.8)
Cash flows from financing activities
Dividends paid (123.6) (118.2) (123.5) (118.2)
Proceeds from issues of shares and agreed conversions 0.3 0.8 0.3 0.8
Repayment of lerm borrowings (183.7) = . o
Net drawdown/{repayment) of other borrowings 5238 (29.0) A .
Advances from related entities - 304.0 8.4
Net cash provided by/{used in) financing activities 216.8 (146.4) 180.7 (109.0)
Net increase/(decrease) in cash 64.3 (31.2) 47 (4.6)
Cash at the beginning of the year 81.8 118.7 23 6.9
Effects of exchange rate changes on the balances
of cash held in foreign currencies (0.1 0.3 - .
Cash at the end of the year 152.0 878 10 23

5 @ The Statements of Cash Flows are to be read in conjunction mith the nofies to and forming part of the Financial Stat

ements



SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

1. STATEMENT OF ACCOUNTING POLICIES

The significanl_a::uunting palicies which have been adopted
in the preparation of these financial statements are-

(a) Basis of preparation
The financial statements have been prepared as 2 general
purpose financial report in accardance with the Corporations
Law, Schedule 5 to the Corporations Regulations and
applicable Accounting Standards. They have been prepared
on the basis of historical cost principles and do not take into
account changes in the purchasing power of money of, except
where specifically stated, current valuations of non-current
assets. The accounting policies are consistent with those
adopted in the previous year.

(b) Non-current assets
With the exception of exploration expenditure carried forward
pertaining to areas of interest in the exploration and/or
evaluation phase (refer note 1(g)), the camying amounts of
non-cument assets are reviewed to determine whether they are
in excess of their estimated recoverable amount at balance
date. If the carmying amount of a non-current asset exceeds the
recoverable amount, the asset is wntten 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
Ltd, the chief entity, and its controlled entities. The term
“economic entity” used throughout these financial stalements
means the chief entity and its controlled entities. A listing
of the controlled entities is contained in note 19

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

Interests in associated companies are included in
non-current investments using the cost method of accounting
and dividend income only is brought to account. Information,
determined in accordance with the equity method of
accounting, about the economic entity’s interests in associated
companies is contained in note 20,

Interests in unincorporated joint ventures are recognised by
including in the financial statements under the appropriate
headings the econamic entity’s proportion of the joint
venture costs, assets and liabilities. The major interesls
in unincorporated joint ventures are listed in note 21.

(d) Goodwill _
On acquisition of a controlled entity, the identifiable net assets
acquired are recorded at their fair values. To the extent that
there is excess purchase consideration representing goodwill,
the goodwill is amortised using the straight line method over
a period of twenty years. The unamortised balance of goodwill
is reviewed at each balance date and charged to profit and
loss to the extent that the balance exceeds the value of

expected future benefits.

(e) Foreign currency transactions

Transactions in foreign currencies are transiated to Australian
currency at the exchange rate in effect at the date of each
transaction. Monetary assels and habilities 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 is taken info account.
Gains or losses arising from such translations are taken to the
Profit and Loss Accounts as operating profits or losses except
where they relate to the assets and liabilities of overseas
controlled entities.

Overseas controlled entity accounts are transiated into
Australian currency as follows:

(i} For self-sustaining operations, assets and habilities are
transiated at the exchange rate existing at balance date,
and revenue and expense items at the exchange rates
applying at the dale they were recognised in the controlled
entities’ Profit and Loss Accounts. Exchange differences
arising on translation are included in the foreign cumency
translation reserve. In the consolidated accounts, gains
and losses on certain long-term foreign currency loans are
transferred to the foreign currency translation reserve. This
transfer recognises that those foresgn currency borrowings
are matched by the net investment in overseas assets.

(i) For integrated operations, monetary assets and liabilities
are transiated at the exchange rate existing a1 balance
date, non-monetary assets and liabilities at the historical
exchange rate, and revenue and expense items at the
exchange rates applying al the date they were recogmsed
in the controlled entities’ Profit and Loss Accounts. Any
profit or loss on the translation of monetary assets and
liabilities is brought to account in determining operating
profit for the year.

if} Inventories

Inventonies are valued at the lower of cost and net realisable
value after provision is made for obsolescence. Cost is
determined as follows:

(i} Dnlling and maintenance stocks, which include plant
spares. maintenance and dnilling tools used for ongoing
operations, are valued at average cosl.

(i1} Petroleum products, which comprise extracted crude oil,
LPG, condensate and naphtha stored in tanks and pipeline
systems and processed sales gas and ethane stored in
subsurface reservoirs. are valued using the absorption
cost method.

() Property, plant and equipment

Property. plant and equipment includes land and buildings.
plant and equipment and exploration, evaluation and
development expenditure. Profits or losses resulting from the
disposal of property, plant and equipment in the normal
course of business are brought to account as a component

of eperating profil.



SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED

1. STATEMENT OF ACCOUNTING POLICIES (conTiNuED)

All exploration, evaluation and development expenditures in
respect of each area of interest are accumulated and camed
forward if either:

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

(1i) the exploration activities in the area of interest have not
yet reached a stage which permits reasonable assessment
of the existence of economically recoverable reserves,

When an area of interest is abandoned or if Directors consider
the expenditure to be of reduced or no further value,
accumulated exploration expenditure is written down or off

in the period in which such a decision is made.

(h) Leases
Finance leases, which effectively transter ta the lessee
substantially all of the risks and benefits 'tn:iden!al to
ownership of the leased item, are capitalised at the present
value of the mimmum lease payments, disclosed as
capitalised leases and amortised over the penod the lesses
15 expected to benefit from the use of the leased assets.
A corresponding lLiability is also established and each lease
payment is allocated between the principal compaonent and
the inferest expense.

Operating lease payments, where the lessors effectively
retain substantially all the risks and benefits of ownership of
the leased items, are charged against operating profit in equal
instalments over the lease term.

(i} Capitalisation of finance costs
Preproduction interest, finance charges and foreign curency
exchange gains and losses relating to major plant and
equipment projects under development and construction up
to the date of commencement of commercial operations are
capitalised and amortised over the expected useful economic
lives of the facilities. Finance costs incumed in respect of
completed projects are expensed.

{j) Depreciation and depletion of property, plant and equipment
Depreciation charges are calculated to write-off the value of
buildings, plant and equipment over their estimated economic
Iives. The depreciation rates are reviewed and reassessed
periodically in light of technical and economic developments.

Depletion charges are calculated using a unit of production
method based on heating value which will amortise over the
life of the reserves exploration and development expenditure
together with future costs necessary to develop the
hydrocarbon reserves in the respective areas of interest.

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

1

(k) Income tax

Tax effect accounting is applied whereby the income fax
charged in the Profit and Loss Accounts is matched with the
accounting profit after allowing for permanent differences,
Income tax on timing ditferences, which arise from items being
brought to account in different periods for income tax and
accounting purposes, is camied forward in the Balance Sheets
as a future income tax benefit or deferred income tax liability.
Future income tax benefits in respect of losses incurred are
braught to account where realisation of the benefits of such
losses is considered to be virtually certain,

(I} Employee entitiements

Lang service leave is provided in respect of all employees,
based on the present value of the estimated future cash
outflow to be made resulting from employees’ services up to
the balance date, and having regard to the probability that
employees as a group will remain in the entity’s employ for
the period of time necessary lo quality for long service leave.

Sick leave is provided based on the nominal value of the
estimated cash outflow to be made resulting from employees’
services up to the balance date, and having regard to the
probability that employees as a group will utilise the
non-vesting sick leave entitlemen.

Contributions to defined benefit superannuation plans
sponsored by the economic enhity are charged against
operating profit. Where the assets of a fund significantly
exceed the liabilities and the fund’s actuary has so
recommended, contnbutions have been suspended until such
time as the surplus is reduced. The amount of such surplus
15 brought to account and amortised over the same period
as the contnbutions have been suspended.

(m) Doubtful debts

A provision is made for any doubtful debts based on a review
of collectability of outstanding amounts at balance dale. Bad
debts are written olf when they are identified.

(n) Restoration

Provisions are made for environmental restoration where gas
and petroleum production 15 undertaken. Such provisions
recognise the estimated future restoration obligations
incrementally over the life of the hydrocarbon reserves on

a unit of production basis. The estimated future obligations
nclude remaving of facilities, abandoning of wells and
restonng the affected areas. Estimates for the future
restoration obligations are reviewed and reassessed regularly,
based on current legal requirements and technology and

are measured in current dollars on an undiscounted basis.
Adjustments to the provisions are made on a prospective basis.

(o} Deferred income

A hability is recorded for obligations under sales contracts

to deliver natural gas in future periods for which payment
has already been recetved.



1. STATEMENT OF ACCOUNTING POLICIES (COMTINUED)

(p) Participation factors - Cooper Basin, South Australia
In 1996, an agreement was reached between Santos Ltd and
other South Australian Coaper Basin joint venture participants
which results in the Santos Group of companies holding
a 39.75% fixed interest in each block in PELs 5 and §
(other than the Patchawarra East Block) and in the Unit and
Downstream Joint Ventures. Revenues and expenditures have
been brought to account based on the fixed participation
factor as from 1 January 1996, The application of the fixed
participation factor does not significantly vary the current
year's results from that using the factors previously applied.

(q) Derivative financial instruments
The economic entity is exposed to foreign currency, interest rate
and commodity price risk in the normal course of business.
Gains and losses on derivatives designated as hedges are
accounted for on the same basis as the underlying exposures

they are hedging. The gains and losses of the derivative
financial instruments of specific purchase or sale
commitments are deferred and included in the measurement
of the purchase or sale.

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

Addstional information 15 set out in note 31 on the use of
derivative financial instruments.

() Comparatives

Where applicable, comparatives have been adjusted to place
them on a comparable basis with current year figures. In the
1995 Annual Financial Statements, net foreign currency
exchange losses of $16.0 million before tax arising from
translation of US dollar denominated debt to Australian
currency was reported as an abnormal item. These losses have
been reclassified lo a normal component of operating profit

to be consistent with the presentation of the 1996 results.

2. OPERATING REVENUE
Sales revenue

Other revenue
Dividends from:
controlled entities
associated company
other than related parties
Interest
Overriding royalties
Pipeline tariffs
Proceeds from sale of non-current assets
Hotel revenue

Other income

Consolidated Santos Lid
solion  Smin smilon  Smilion
129.2 671.6 338.7 3383
- - 1224 2.7
26.9 204 26.5 20.4
1.1 1.6 1.7 16
1.8 9.3 0.9 0.7
1.3 11.3 14.3 139
9.3 8.7 - -
4.7 6.9 98 0.4
10.7 1.7 - -
13.3 138 10.5 10.2
814.5 151.3 524.8 418.2
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SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED
Consolidated Santos Lid
3. OPERATING PROFIT imi.ri;ﬁ sm.’ﬁf:ﬁ imlllasE Smhﬁg:
Operating profit before income tax is amived
at after charging/(crediting) the following items:
Interest paid or due and payable to:
controlled entities - - 66.3 36.7
other than related parties:
on loans 66.6 52.3 0.2 0.1
on finance leases 1.2 1.3 0.1 0.1
less interest capitalised (17.5) 19.2) (4.5) (3.1)
Interest axpense 30.3 444 62.3 53.8
Loss/(profit) from the sale of non-current assets 0.1 - 0.1 (0.2)
Depreciation, depletion and amortisation of property,
plant and equipment:
depreciation 81.5 94.6 49.9 51.5
depletion 1034 100.1 327 305
amortisation of capitalised leases 0.7 0.7 0.2 0.3
Write-down of exploration expenditure 1.2 239 1.1 -
Amortisation of goodwill 5.0 9.0 - »
Write-down of investments in controlled entities - - 4.5 14.4
Government royalties and resource rent tax 50.5 396 22.5 22.3
Increase/{decrease) in provisions:
doubtful debts (1.2) - - =
stock obsolescence 0.4 (0.2) - (0.3)
non-executive Directors’ retirement benefits
and employee entitlements 1.6 29 1.4 14
future restoration costs 3.7 54 1.6 14
Operating lease rentals 5.1 54 15 317
Net foreign currency (gains)/losses (25.0) 16.0 = x

Net foreign exchange gains of $25.0 million (1995 - §16.0 million loss) is made up of realised gains of $14.1 million
(1995 — $0.9 million realised loss) resulting from the repayment of US dollar denominated borrowings and unrealised gains
of $10.9 million (1995 - $15.1 million unrealised loss) resulting from translation of US dollar denominated borrowings

to Australian currency.

o



Consalidated Sanlos Ltd
1596 1935 1996 1985
4. TAXATION Smillion million millian $million
Income tax attributable to operating profit
The prima facie income tax attributable to operating profit
before abnormal items differs from income tax expense
and is calculated as follows:
Prima facie income tax at 36% 119.5 6.7 92 8 61.3
Tax effect of permanent and other differences which
increase/(decrease) income tax expense:
Non-deductible depreciation, depletion and write-down
of property, plant and equipment 19.4 17.6 44 4.0
Write-down of investments in controlled entities - - 1.6 5.2
Amortisation of goodwill 3.2 3.2 - -
Nen-deductible items 0.4 1.3 04 0.2
Rebate on dividend income (8.7) (6.5) (52.8) (18.2)
Income tax under/{over) provided in prior years 2.2 (1.2 (0.2) (1.2}
Income tax attributable to operating profit before abnormal items 136.0 101.1 46.2 5L.3
Abnormal income tax item
Restatement of net deferred income tax provisions due to change
in income tax rate - 293 - 18.9
Income tax attributable to operating profit 136.0 130.4 46.2 10.2
Income tax attributable to operating profit compnises amounts
set aside fo:
Provision for current income tax 1013 830 31.0 46.3
Provision for deferred income tax 25.5 6.4 15.2 239
Future income tax benefits 9.2 1.0 - -
136.0 130.4 46.2 10.2
5. DIVIDENDS
Dividends provided for or paid by Santos Ltd are:
Interim dividend of 11.0 cents per share, fully franked
(1995 — 11.0 cents per share, fully franked) 59.1 59.1 28,1 59.1
Final dividend of 13.0 cents per share, fully franked
(1995 — 12.0 cents per share, fully franked) 69.9 b4.5 69.9 64.5
129.0 123.6 129.0 123.6

Franking credits

Santos Ltd has $244.1 million of franking credits at 36% available as at 12 March 1997. After deducting franking credits to be used
in payment of the 1996 final dividend, $174.2 million of franking credits will be available for future distribution of franked dividends.
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Consolidated Santos Lid
1 1995
4. TAXATION inJllEEt !mull?gg mﬁﬁiﬁ $million
Income tax attributable to operating profit
The prima facie income tax attributable to operating profit
before abnormal items ditfers from income tax expense
and is calculated as follows:
Prima facie income tax at 36% 1195 86.7 928 61.3
Tax effect of permanent and other ditferences which
increase/{decrease) income tax expense:
Non-deductible depreciation, depletion and write-down
of property, plant and equipment 194 176 44 4.0
Write-down of investments in controlled entities - - 16 5.2
Amartisation of goodwill 3.2 3.2 - -
Non-deductible items 0.4 1.3 04 0.2
Rebate on dividend income (8.7) {6.5) (52.8) 18.2)
Income tax under/{over) provided in prior years 2.2 (1.2) (0.2) (1.2)
Income tax attributable to operating profit before abnormal items 136.0 101.1 46.2 51.3
Abnormal income tax item
Restatement of net deferred income tax provisions due to change
in income tax rate - 29.3 - 189
Income tax attributable to operating profit 136.0 1304 46.2 70.2
Income tax attributable to operating profit compnses amounts
set aside to:
Provision for current income fax 0.3 830 3.0 46.3
Provision for deferred income tax 255 d6.4 15.2 239
Future income tax benefits 9.2 1.0 - -
136.0 1304 46.2 70.2
5. DIVIDERDS
Dividends provided for or paid by Santos Ltd are:
Interim dividend of 11.0 cents per share, fully franked
(1995 — 11.0 cents per share, fully franked) 38.1 59.1 59.1 59.1
Final dividend of 13.0 cents per share, fully franked
(1995 — 12.0 cents per share, fully franked) 69.9 bd.5 69.9 64.5
129.0 123.6 129.0 1236

Franking credits

Santos Ltd has $244.1 million of franking credits at 36% available as at 12 March 1997. After deducting franking credits to be used

in p

ayment of the 1996 final dividend, $174.2 million of franking credits will be available for future distribution of franked dividends.
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SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED
Consalidated Santos Ltd
5. RECEIVABLES sl Smillon smilg  Smillo
Current
Trade debtors B14 8.9 44.2 347
sundry debtors and prepayments 42.2 52.2 17.3 14.7
Less provision for doubtful debts (1.0) (2.2) (0.4) (0.4)
Security deposit (refer below) 1.8 1.3 1.0 0.9
130.4 120.2 62.1 49.9
Non-current
Sundry debtors and prepayments 4.1 - 4.1 -
Security deposit (refer below) 205 18.4 19 129
Other loans (refer note 23) 0.5 0.5 0.5 0.5
25.1 189 16.5 134

A security deposit has been lodged with the South Australian Government on behalf of the Cooper Basin Downstream Joint Yenture for
the provision of a jetty at Port Bonython. The State Government is repaying the deposit including an interest component in annual
instalments concluding in 2003.

1. INVENTODRIES

Petroleum products 49.5 430 211 239

Drilling and maintenance stocks 249 19.1 1.7 8.6

Provision for obsolescence (1.8) (1.4) (0.7) (0.7)

126 b0.7 38.1 318

B. OTHER ASSETS

Current

Amounts owing by controlled entities - 162.2 49.3

Non-current

Future income tax benefits 3.6 19 - -

9. INVESTMENTS

Non-current

Investments in controlled entities (refer note 19) - - 1,520.6 1,371.5

Listed shares and notes in other entities 390.7 351.7 390.7 357.7
380.7 351.7 1.911.3 1.729.2

Aggregate market value of investments in listed shares

and notes in other than controlled entities 4879 399.1 4879 399.1

26



Consaolidated Santos Lid
10. PROPERTY, PLANT AND EQUIPMENT Silios Sl S Smifos
Land and buildings
At cost (refer below) 5156 54,5 334 U7
Less accumulated depreciation (31.1) (29.3) (22.7) 21.2)
26.5 25.2 10.7 135
Plant and equipment
Al cost 1,900.2 1,681.4 L1 1,054.2
At independent valuation — 1977 159 35.2 35.2 35.2
Capitalised leases 20.9 0.6 21 1.1
1,956.3 1.731.2 1.149.0 1.082.5
Less accumulated depreciation (1,068.7) (983.2) (676.9) (631.8)
B86.6 754.0 472.1 460.7
Total land and buildings, plant and equipment 913.1 7179.2 482.8 474.2
Exploration, evaluation and development expenditure
Areas of interest in which production has commenced:
At cost 21333 2,337.5 923.9 839.6
Less accumulated depletion and write-downs of carrying value (1,203.9) (1,107.8) (398.2) (365.5)
1,529.4 1.229.7 525.1 474.1
Areas of interest in the exploration and/or evaluation stage:
At cost 152.9 1721 75.1 82.6
Total exploration, evaluation and development expenditure 1,682.3 1,402.4 600.8 556.7
Total property, plant and equipment 2.595.4 2,181.6 1,083.6 1,030.9
The Directors consider the current value of land and buildings to be at least equal to their carrying value.
11. INTANGIBLES
Goodwill, at cost 160.2 160.2 - -
Less accumulated amortisation (88.6) (79.5) _ -
11.6 80.7 - -
12. CREDITORS AND BORROWINGS
%r';r;:g:edllnrs 62.0 52.4 21.2 21.1
Sundry creditors and accruals 16.0 14.2 8.4 25.5
Lease liabilities 04 0.7 0.1 0.3
78.4 67.3 35.1 46.9
b 4638 286.5 . 3
Commercial paper 398.5 199.5 o =
Long-term notes 213.5 228.2 - -
Lease liabilities 144 143 0.1 0.2
1,080.2 129.1 0.1 0.2
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SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED

12. CREDITORS AMD BORROWINES (cONTIUED)

Details of major credit facilities

(i) Bank loans
The economic entity has access to the following committed revoliing facilities:

Revolving Facilities at 31 December 1996

Amount Drawn at

Amount 31 December 1996

Maturity Date Currency ASMillion ASMillion
15 July 1998 Australian dollars a0 e
19 July 2001 Multi option 600.0 118.8
18 March 1999 Multi option 100.0 15.0
22 November 1999 Multi option 100.0 -
2 December 1999 Multi option 50.0 50.0
18 March 2001 Multi option 175.0 150.0
19 March 2003 Multi option 15.0 10.0
1,105.0 463.8

(i) Gommercial paper _ _ .
The economic entity has commercial paper programs based in Hong Kong and Australia. The programs which total I.IS_,HI_JIIJ.D million
(Euro Commercial Paper) and A$400.0 million (Promissory Notes) are supported by the revolving facilities referred to in (i) above.

At 31 December 1996, A$398.5 million (1995 — A$199.5 million) equivalent of commercial paper was on Issue.

(i) Long-term notes
US$170.0 million (1996 — A$213.5 million, 1995 — A$228.2 million) of long-term notes were issued in December 1333 and are
repayable in five annual instalments commencing in December 2001

All facilities are unsecured and arranged through a controlled entity, Santos Finance Ltd, and are guaranteed by Santos Ltd. In addition,
Santos Ltd has guaranteed the lease obligations of its contralled entities.

Consahdated “antos Lid
ﬂ
1995 ] 9585 1996 1995
13. PROVISIDNS Smillion Smillion Smillion Smillion
Current
Dividends 69.9 64.5 699 B4.5
Employee entitlements 29.8 26.9 2.7 21.2
Income fax 748 43.0 119 126
174.5 134.4 104.5 118.3
Non-current
Deferred income tax 440.0 406.7 252.2 2358
Future restoration costs 61.7 ol 8 26.9 25.2
Non-executive Directors’ retirement benefits 0.7 0.9 0.7 0.4
508.4 4654 27198 261.9
14. OTHER LIABILITIES
Current
Amounts owing to controlled entities - 1,380.5 1.085.7
Non-current
Deferred income 2.6 - 29 =
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Consolidated Sanftos Lid
h

15. SHARE CAPITAL oiifon  $millon Snilion  $milion
Authorised capital

2,000,000,000 unclassified shares of 25¢ each 500.0 500.0 500.0 500.0
Issued capital

537,472,918 (1995 - 537,131,918) ordinary shares of 25¢ each 134.4 1343 1344 1343

2,104,500 (1995 - 2,345,500) ordinary shares of 25¢ each paid to 1¢ - - - 5
1344 134.3 1344 134.3

Movement in share capital
During the year 241,000 ordinary shares (paid to | cent) issued to senior executives of the Company under the Santos Executive Share
Plan were fully paid.

During the year, the special rights attaching to the 100,000 “B" class shares expired and the “B™ class shares were converted into
fully paid ordinary shares.

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 essence, the Plan involves the Company issuing to employees selected by the Board (“the Executives”), a number of ordinary shares
of $0.25 each in the capital of the Company determined by the Board. There are two categories of Plan Shares which have been issued
to Executives, Plan 2 Shares and Plan 0 Shares, each initially issued as partly paid shares, paid to one cent. The total 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 time.

The Plan allows for calls to be made al the instigation of the Company in certain specified events or at the request of the Executive.
While partly paid, the Plan Shares are not transferable, carry no voting right and no entitlement to dividend but are entitled to
participate in any bonus or nghts 1ssue. The price payable for shares issued under the Plan varies according to the event giving rise
to a call being made. Market price at the time of the call is payable on the issued Plan 2 shares if the Executive resigns within two
years from the date of issue or is dismissed. After a restriction period of two years, the price payable upon a call being made on the
issued Plan 2 Shares is the lower of two-thirds of the market price 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 0 shares is the lowest of markel price on the date of allotment, the date
of the call and the date fourteen days thereafter,

Since its inception, some 101 Executives have paricipated in the Plan and 2,012,500 Plan 0 and 1,999,500 Plan 2 Shares have been
issued, principally 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. During the financial year 152,500 Plan 0 and 88,500 Plan 2 Shares were fully paid and as at 31 December
1996 there were 46 holders of the outstanding 1,102,000 Plan 0 Shares and 38 holders of the outstanding 1,002,500 Plan 2 Shares,

The Company's accounting policy in respect of the Plan is thal no amount is recognised upon issue, apart from the capital paid 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 paid, the Company recognises the increase in paid up capital and share premiums. The following amounts wese recognised
in the financial statements of the Company in relation to calls paid during the financial year: Share Capital $57,840 and Share
Premium $737,625. The Company did not recognise any other amounts in the financial statements in respect of the Plan, other than
the cost of administering the Plan which is expensed as incurred.

The market price of the Company's shares as at 31 December 1996 was $3.10,

Consalidated Santos Ltd

1996 1595 1996 1995

16. RESERVES $million $million $million $million
Share premium 1,149.1 1,148.4 1,149.1 1,148 4
Asset revaluation 14.9 14.9 149 149
Capital 3.3 5.9 5.1 5.7
Foreign currency translation (1.7 (1.0) - -
1,168.2 1,168.2 1.168.7 1,169.0
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SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED
Consalidated Santos Lid

16. RESERVES (CONTINUED) imrlﬂgg Smlﬁgg Sﬂﬁmﬁ $mf|ﬂga
Movements during the year:
ga;i’a':c?zr:tm x_::nning of the year 1.148.4 1,148.2 1,148.4 1,148.2
Share issues 0.7 0.2 0.7 0.2
Balance at end of the year 1.149.1 1,148.4 1,149.1 1,148.4
Foreign currency translation
Balance at beginning of the year {1.0) (2.1) - -
Transfers to/(from) foreign currency transiation resenve
arising from exchange rate fluctuations on:

overseas net assets (2.9) b.1 - -

foreign currency borrowings 21 (5.0) - =
Balance at end of the year (1.7} (1.0) - -

Consolidated
1996 1995

17. EARNINGS PER SHARE
Basic earmings per share (cents):

before abnormal items 36.5 26.0

after abnormal items 36.5 20.6
Weighted average number of ordinary shares on issue
used in the calculation of basic earnings per share (million) 5313 5317.2

Santos Ltd has potential ordinary shares on issue, being 2,104,500 ordinary shares paid to | cent issued to senior executives of the
Company under the Santos Executive Share Plan, the dilutive impact of which is not material. Diluted earnings per share are therefore
not matenally different to basic earnings per share.

18. FOREIGN CURRENCY EXPOSURE

The Australian dollar equivalents of foreign currency monetary items included in the Balance Sheets to the extent that they are not
effectively hedged through currency exchange contracts or other financial instruments are;

Consolidated Santos Lid

1996 1995 1996 1995

Smillion Smillion Smillion Smillion

Current assets United States dollars 130.5 439 218 15.9
United Kingdom pounds 4.7 2.1 -

Current liabilities United States dollars 3.8 9.5 - -

United Kingdom pounds 4.4 2.0 - =

Non-current liabilities United States dollars 2135 4374 - =

United Kingdom pounds 68.8 67.4 < N

The economic entity benefits, in respect to its natural hedges of foreign currency exposure, through its net investments in United States
and United Kingdom based assets and through United Stales dollar receipts from sales of liquid petroleum products and United
Kingdom pound receipts from sales of gas. The impact of these natural hedges 15 not reflected in the above table.
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19. INVESTMENTS IN CONTROLLED ENTITIES

Dietails of investments in shares

~ Place of Baneficial Book Contribution to
incorporation interest valus consolidated profit
%
an L
3antos Ltd (Chief entity) SA 845 825
Controlled entities:
Alliance 0il Development Australia Pty Ltd ViC 100 100 101.7 107.7 {0.1) -
Controlled entities of Alliance O Development
Australia Py Ltd
Alliance Minerals Australia Pty Lid vic 100 100 - - - -
Alliance Petroleum Australia Pty Ltd viC 100 100 - - 34 0.1
Associated Petroleum Pty Lid QLD 100 100 1.1 117.1 8.1 12
Controlled entities of Associated Petroleum Ply Lid
TMOC Exploration Pty Ltd oo 100 100 - - (0.1) (1.2)
Santos Petroleum Marketing Pty Ltd QLo 100 100 - - 0.1 0.2
Santos Petroleum Management Pty Ltd QLo 100 100 - - 06 0.2
Santos Petroleum Operations Pty Lid QLD 100 100 - - 6.4 4.7
Australasian Eagle Petroleum Pty Ltd
{formerly Kerpars Limited) NEW 100 - 144.5 - - -
Controlied entities of Australasian Eagle
Petroleum Py Lid
Castend Pty Lid NSW 100 - - - - -~
Santos (BOL) Pty Ltd (formerly Parker and
Parsley Australasia Limited) NSW 100 - - - 10.2 -
Controlled enfities of Santos (BOL) Py Lid

Bridge Gas Queensland Pty Ltd QLo 100 - - - 0.3 -

Bridge (il Explaration Pty Ltd ACT 100 - - - 04 =

Bridge Oil International Finance Py Ltd

(formerly Bridge il Intemational Finance Ltd) ACT 100 - - - 19 -

Bridge Ol Investments Pty Ltd NSW 100 - - - {0.5) -

Controtied ealily of Bridge (i

Investments Pty Lid

Santos (Bentu) Pty Lid
(formerty Bridge 0il Bentu Pty Lid) NSW 100 = - - - -
Controlled entity of Santos (Bentul Ply Lid

Santos (Bangho) Pty Lid

{formerly Australasian Eagle Petraleum

Bangho Pty Ltd} WA 100 - - - -

Bridge 0il Developments Pty Ltd NSW 100 - - 2 05 -
Baston Long Hedges Finance Pty Ltd vIC 100 100 - - - -
Moanie Oil Pty Lid QLD 100 100 132 13.2 25 1.0
Moonie Pipeline Ca Pty Ltd oL 100 100 17 247 6.1 48
Controfled entities of Moanie Pipeline Co Ply Lid

Candolia Pty Ltd ACT 100 100 - - - :
Australian Interstate Pipeline Co Pty Lid NSW 100 100 - - 0.2 03
Contralled entiy of Austrafian Interstate

Pipeline Co Py Ltd

Bridgefield Pty Ltd oLD 100 100 - - 11 0.7
F-Etl'ﬂmi“ Pw [.Id E!Ln ‘Fm ]W 5.5 5 EI 1." I:]E:
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SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED

19. INVESTMENTS IN CONTROLLED ENTITIES (cONTINUED)

Details of ivestments in shares

Place of Beneficial Book Contribution fo_
incorporation interest value consolidated profit
1996 1985 1996 1995 1996 1995
Name % %  Smillion  Smillion  Smillion  Smillion
Reef 0l Pty Lid NSW 100 100 a2.1 827 - 03
Santos (299) Pty Ltd WA 100 100 27 2.1 (0.2) (0.3)
Santos Exploration Py Lid VIC 100 100 284 284 31 il
Santos Facilities Pty Ltd SA 100 100 - - - -
Santos Finance Lid NSW 100 100 417 41.1 198 (6.7)
Santos Gruco Phy Lid WA 100 100 45 4.5 0.1 (0.2)
Santos (Halph) Pty Ltd (formarly Santos
(Zoca 91-11) Pty Ltd) ACT 100 100 - - - -
Santos International Holdings Pty Lid ACT 100 100 218.7 218.7 - (0.4)
Controlled enirties of Sanfos International
Holdings Py Lid
Peko Offshare Ltd BER 100 100 - - - 0.2
santos Americas and Eurape Corp* LISH 100 100 - - - -
Controlied entities of Santos Amaricas and
Eurape Corp
SAE Management Services Corp® UsA 100 100 - - (0.1) (0.5)
Santos Colombia Exploration Inc* UsA 100 100 - - - -
Santos USA Corp® UsA 100 100 - - - (8.6)
Cantrofled entify of Santos USA Carp
Santos USA Pipeline Corp® USA 100 100 - - 0.2 0.1
Santos Europe Ltd* UK 100 100 - - 2.1 8.0
Santos Exploration (China) Pte Ltd* SIN 100 100 - . - -
Sanftos Niugini Exploration Pty Ltd* PNG 100 100 - - - (0.2)
Santos Petroleum (Seram) Ltd* HK 100 100 - - 0.6 1.8
Santos (Korinci-Baru) Pty Lid
(formerly Santos (Zoca 91-10) Pty Ltd) ACT 100 100 0.1 0.1 - -
Sanftos (N.T) Pty Ltd ACT 100 100 423 423 0.1 07
Santos Offshore Pty Lid VIC 100 100 2237 2237 1.6 (8.2)
Santos 0il Exploration (Malaysia) Sdn Bhd
(in liquidation) MAL 100 100 0.1 45 (4.5) (5.0)
Santos Petroleum Pty Ltd NSW 100 100 69.3 69.3 49 51
Santos Resources Pty Lid QLD 100 100 - = = N
Santos (foca 91-01) Pty Ltd ACT 100 100 1.1 58 - -
Santos (Zoca 91-12) Py Lid ACT 100 100 28.4 21.2 - -
Transail Pty Ltd OLD 100 100 8.1 8.7 0.3 0.2)
Vamgas Pty Lid Vic 100 100 206.1 206.1 20.3 16.0
Worldwide Assels Pty Ltd NSW 100 100 93.3 95.3 (0.4) (0.4)
Controlied entity of Worldwide Assels Py Lid
Western Australian Capital Holdings Pty Lid WA 100 100 - o = g
Latec Imvestments Pty Lid RSW 100 100 41.1 411 - 0.9
Controffed entities of Latec investments Ply Lid
Doce Pty Ltd QLD 100 100 - 0.1 0.1
Canso Resources Pty Ltd NSW 100 100 - - 16 20
Farmout Dnillers Pty Ltd NoW 100 100 - N 15 0.8

1,520.6 13715 1959 110.6

@ @ * Entities audited by overseas KPMG member lirms



13. INVESTMENTS IN CONTROLLED ENTITIES (coNTINUED)
Hotes:
(i} Acquisition of controlied entities

The following controlled entities were acquired during the year (refer note 22) at the dates stated and their operating results have been
included in the profit and loss account from the relevant date:

_ Fair value af
T H_mlu:ltal Ennmljrrallun ﬂetqassetf at
: dle 0 {10 {33 paid Tor Ime g
Name of entity acquisition acquired shams acquisitson
e — e ————— e e
% Smillion Smillson

Rustralasian Eagle Petroleum Pty Lid,
and its controlbed entities 1 January 1996 100 1385 138.5

(i) Disposals of controlled entities
TMOC Exploration (PNG) Pty Ltd had $Nil tangible assets and was disposed of by voluntary liquidation.

(i) Place of incorporation
ACT - Australian Capital Territory  SA — South Australia WA - Western Australia  MAL - Malaysia UK = United Kingdom
NSW — New South Wales TAS = Tasmania BER - Bermuda PNG - Papua New Guinea USA - United States
OLD - Queensland VIC - Yictona HK — Hong Kong $IN — Singapore of Amenca
{iv) Investment eliminated by rounding
Investment i Santos Resources Ply Lid of $2 (1995 - $2) has been eliminated by rounding.
20. ASSOCIATED COMPANY
Information on investment in an associated company for both the economic entity and chief entity 15 as follows:
Country where Baneficial interest in Book value of
Name of associated busingss Principal Balance  ordinary shares at ardinary shares at Contribation to
Company carried on activity date 31 December 31 December (a) consolidated profit (b)
1996 1995 1996 1995 1996 1995
% %  Smillion  Smillion  Smillion  Smillion
QCT Resources Limited Australia  Coal mining  30June 349 320 325.7 2926 251 19.0
1936 1995
Supplementary equity accounting information: $million  Smullion
Share of associated company's operating profit after income tax 237 153
Deduct amortisation of excess of fair values of net assets of associated
company over its book values of net assels (4.6) (4.4)
Deduct ordinary share dividend income from associated company {22.5) {16.4)
Equity adjustment to operating profit after income tax (34) (5.5)
Deduct share of post-acquisition decrease in associated company's refained
profits at the beginning of the year (8.1) (2.6
Total of post-acquisition decrease in associated company's retained profits
at the end of the year (11.5) (8.1)
Investment in ordinary shares in associated company as included m the
consolidated accounts and 292.6
Aggregate carrying value of investment in associated company as defermined
under the equity method of accounting 314.2 7845

{a) In addition to erdinary shares, the economic entity and chief entity hold an imvestment of $36.3 miflion (1955 - $35.3 million) i non-matanng subordinated

pnsecured convertible notes issued by OCT Resources Limaed
(b} Represents dividends rcerved of $272 5 million (1995 - $16.4 millioa) on holdings of ordinary shares and interest recewed or recervable after tax of $2.6 million

{1995 - $2.6 million] on holdings of non-maturing subordinated nsecured convertible notes




SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED

21. INTERESTS IN JOINT VENTURES

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

Joint Venlura/Area

Bonaparte Basin
Bonaparte Sea
Timor Gap
Timor Sea

Browse Basin

Camarven Basin

Cooper Basin Downstream

Cooper Basin Unit
South Australia
Queensland

Cooper/Eromanga Basins Block

South Australia
Queensland, ATP259P
Other Eromanga
Denison Trough
Gulf Coast — USA
Indonesia
Jackson Moanie Pipeline
Mereenie
Mereenie Pipeling
Moonie Ol Fields
(Htway Basin
Palm Valley
Papua New Guinea
Roma Gas Fields
Surat
United Kingdom

b

Principal Activities

0il and gas exploration
0il and gas exploration
0il and gas exploration and production
0il and gas exploration

0il and gas exploration and production

Liquid hydrocarbon transportation and processing

0il and gas production

0il and gas exploration and production

0il and gas exploration and production
il and gas exploration and production
0il and gas exploration and production
Oil and gas exploration and production
0il and gas exploration and production
0il and gas exploration and production
0il transportation

0il and gas production

0il transportation

0il and gas exploration and production
0il and gas exploration

Gas production

(il and gas exploration

(il and gas exploration and production
0il and gas exploration and production

0il and gas exploratien and production

Average Interast

%

48
/4|
25
26
37
60

60
<}

60
58
33
30
39

3
3
65
£5
al
34
37
20
ga
43
13



21. INTERESTS IN JOINT VENTURES (cONTINUED)

(b) The sales revenue received from the econamic entity's share of petroleum products produced by the joint ventures was $729.2 million
(1995 — $671.6 million) and the contribution of joint venture business undertakings to operating profit before interest and tax of the

economic entity was $335.2 million (1995 - $290.2 million).

(c) Santos Ltd and its controlled entities’ share of assets and liabilities employed in the joint ventures are included in the Balance

Sheets under the following classifications:

Consalidated Santos Ltd
1996 1993 1996 1995
Smillion Smillion Smillion Smillion
Current assets
Cash 5.2 114 - 24
Receivables 14.5 229 1.7 25
Inventories 21.5 16.2 10.9 1.9
Total current assets 41.2 50.5 14.6 12.8
Mon-current assets
Buildings, plant and equipment 861.8 125.9 412.0 464.0
Exploration, evaluation and development expenditure 1.685.6 1.397.0 588.5 054.2
Receivables 20.5 184 119 12.9
Total non-current assets 2.567.9 21413 1.072.4 1,031.1
Total assets 2,609.1 2,191.8 1,087.0 1.043.9
Current liabilities
Creditors and borrowings 15.8 48.6 314 44.6
Non-current liabilities
Provisions 61.5 56.3 26.9 25.2
Total liabilities 137.4 104.9 64.3 69.8
Net investments in joint ventures 24117 2.086.9 1,022.7 974.1
(d) The amount of capital expenditure commitments, minimum
exploration commitments and contingent liabilities in respect
of unincorporated joint ventures is:
Capital expenditure commitments 112.7 71.0 35.8 35.2
Minimum exploration commitments 138.9 8.1 25.8 25.2
Contingent liabilities 8.3 9.6 5.1 16




SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED
Consolidated Santos Ltd
1996 1995 1996 1995
22. NOTES TO STATEMENTS OF CASH FLOWS Smillion $million $million Smillion
Reconciliation of net cash provided by operating activities
to operating profit atter income tax
Dperating profit after income tax 1959 1106 2117 100.2
Add/{deduct) non-cash items:
Depreciation, depletion and amortisation of property, plant
and equipment 191.6 195.4 B2.8 82.3
Write-down of exploration expenditure n.z 2319 1.1 -
Write-down of investments in controlled entities - - 4.5 14.4
Amartisation of goodwill 9.0 9.0 - -
Increase/{decrease) in income taxes payable 3.8 (11.4) (20.7) (5.6)
Net increase in deferred taxes payable and future
income tax benefits 4.1 474 15.2 22.7
Increase in provisions 45 8.1 3.0 23
Interest capitalised (17.5) (9.2) (4.5) (3.1)
Fareign currency exchange losses/{gains) (25.0) 16.0 - -
Deduct items classified as investing activities:
Loss/(profit) on sale of non-current assets 0.1 - 0.1 (0.2)
Net cash provided by operating activities before change
in assets of liabilities 436.3 389.8 293.8 213.2
Add/deduct) change in assets or liabilities:
Decrease/(increase) in receivables (8.3) (17.1) (6.3) (3.7)
Decrease/(increase) in inventories (6.5) (9.8) (2.6) (5.6)
Decrease/{increase) in other assels - - (122.4) 85.6
Increasef(decrease) in creditors (14.0) B.1 18 6.7
Increase/(decrease) in other liabilities 5.6 28 -
Net cash provided by operating activities 4131 369.0 173.3 296.2

b6
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22. NOTES TO STATEMENTS OF CASH FLOWS (CONTINUED)

Acquisitions of controlled entities

In 1996, Santos Ltd acquired controlled entities as disclosed in note 19.
Details of the acquisition are as follows:

Fair value of net assets acquired
Property, plant and equipment

Cash

Trade debtors

Secunty deposits

Sundry debtors and prepayments

Inventores

Future income tax benefits

Intercompany loan with parent and refated entities
Bank loans

Trade creditors

Sundry creditors and accruals

Provision for deferred income tax

Other provisions

Total consideration

Add intercompany loan assumed by Santos Ltd and its controlled entities
Cash consideration paid

Dutflow of cash to acquire net assets, net of cash acquired
Cash consideration

Less cash balances acquired
Dutflow of cash

Cansolidated

18396
Lmillian

2236
84
5.3
4.1
3.2
49
6.9

(26.5)

(48.8)

(4.6)
(15.5)
(17.9)

(1.6)

1995
£million

138.5
26.5

165.0

163.0
(9.4)

153.6

(=n)

|



SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED

23. RELATED PARTIES

The names of each person holding the position of Director of
Santos Ltd during the financial year are:

UHRIG John Allan

ADLER Norman Ross
BARNETT Peter Charles
CALLINAN lan David Francis
GERLACH Stephen
KENNEDY James Joseph
MASON Richard Chapman Hope
McARDLE John Walter
O'LEARY Michael Anthony
SLOAN Judith

STRAUSS Robert

WEBBER lan Emest

Santos Ltd and its controlled entities engage in a variety of
related party transactions in the ordinary course of business.
These transactions are conducted on normal terms and
conditions, the effects of which are eliminated on consolidation.

appointed 17 December 1996

resigned 21 October 1996
retired 3 May 1996

appointed 15 October 1996

Details of related party transactions and amounts are set out in:
Note 2 as to dividends received from controlled entities

Note 3 as to interest paid to controlled entities

Note 8 as to amounts owing by controlled entities

Note 12 as to guarantees by Santes Ltd of the financing facilities
and lease obligations of controlled entities

Note 13 as to non-executive directors’ retirement benefits
Note 14 as to amounts owing to controlled entilies

{v) All amounts owing by or to controlled entities are for loans

Note 19 as to investments in controlled entites

Note 20 as to investments in associated company and interest,
dividends and other payments received from associated company

Note 24 as to directors’ remuneration, including amounts _paid or
prescribed benefits given in respect of the retirement of directors

In addition:

(i) Agreements exist with the non-gxecutive Directors providing
for the payment of a sum on retirement from office as a
Director in accordance with shareholder approval at the 1989
Annual General Meeting. The amount provided for the year was
$73.760 (1995 - $227.115).

(i) Included in ather loans is an amount of $506,000
{1995 — $506,000) being a loan made to an executive Director
of Santos Ltd, Mr NR Adier, in accordance with the provisions
of the Loan Scheme approved at the 1930 Annual General
Meeting. Interest received during the year on this loan totalled
$32,890 (1995 - §32,890).

(iii) The aggregate number of shares acquired from Santos Ltd by
Directors of Santos Ltd and their director-related entities was
Nil (1995 — Nil). No shares were disposed of to Santos Ltd and
no share oplions were acquired or disposed of.

(iv) The aggregate number of shares and share options held
directly, indirectly or beneficially by Directors of Santos Lid
and their director-related entities in Santos Lid as at the
balance sheel date was 387,043 fully paid ordinary shares
(1995 — 382,887) and 930,000 Executive Share Plan Shares
paid to 1 cenl (1995 - 930,000).

made on interest free terms for an indefinite penod with the exception of-

Amounts owing lo controlled entities

Santos Lid
1996 1995
Smillion Smillion
963.8 6694

These loans were made in the ordinary course of business on normal

market terms and conditions.

{vi)Mr IDF Callinan QC, who was a director of associated company QCT Resources Limited throughout the financial year, was engaged
on normal commercial terms and conditions by the South West Queensland gas producers, of which Santos Ltd, Santos Petroleum
Pty Ltd and Vamgas Pty Ltd are participants, to conduct an arbitration on their behalf. Subsequently, on 17 December 1996,

Mr Callinan was appointed a Director of Santos Lid

(O



23. RELATED PARTIES (cowTinueD)

(vii}The aggregate amaunt of each different type of transaction with Directors and their director-related entities (net of reimbursement

of external costs) were as follows—

Consolidated

Sanios Lid

h

1936
Sthousand

Provision of Legal Services 307

1995
Sthousand

80

$thousand

170

1895

Sthousand

4

24. EXECUTIVES' AND DIRECTORS' REMUNERATION

Executives

Amounts received from Santos Ltd or its controlled entities

by executive officers domiciled in Australia whose income

is $100,000 or greater 10,527

8,656

10,527

8,656

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

Sthousand

100- 110
110- 120
120~ 130
130- 140 1
140~ 150
150- 160
160- 170
170- 180
190- 200
210~ 220
220~ 230
230- 240
240- 250
250- 260
260- 270
270~ 280
280~ 290
290~ 300
300~ 310
330~ 340
350- 360
370~ 380
440~ 450
520- 530
620 630
910- 520
12101220

| o i | o e R e e el O DD L

=

| b= L L3 LFY LD WD O PR3

| = = | == 3 |

e R L - R "

| e b | el e i ||

g

I s G ok LN LD WD O P

| iem ot | == == | ] ] e g | ek o3 |

(=n)
=)



SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED

Consalidated Santos Lid

1936 1995 1996 1995
24, EXECUTIVES' AND DIRECTORS' REMUNERATION (conminueD) Sthousand sthousand $thousand Sthousand

Directors

Amounts received or due and receivable from Santos Lid

and its controlled entities by the Directors of Santos Ltd

and Directors of each of its controlled entities 2224 1,541 2,224 1,541

Number of Directors whose remuneration was within the following bands:
Sthousand

0- 10
10- 20
30- 40
40- 30
50- 60
60~ 70
140— 150
160- 170
320~ 530
910~ 520
1210-1220

Pursuant to an ASC Class Order dated 25 July 1996, relief 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 connection
with the retirement of the Directors and the Executive Directors of Santos Ltd and entities in the economic entity are included in the
above bands for Executive Directors’ and Directors’ Remuneration,

=
=
Imlmmml-—-g

i | = o= | = ) RS | R =
[

1986 1995 1996 1995
Sthousand Sthousand Sthousand Sthousand
Superannuation and retirement benefits
Superannuation contributions and retirement benafits paid
in respect of Directors, being amounts that have been previously
approved by shareholders in a general meeting. The Directors
believe that the provision of full particulars would be unreasenable, 394 143 394 143
Consolidated Santos Ltd
e e e . o e ey
1556 15995 1996
25. REMUNERATION OF AUDITORS $miflon Sbiles smilln $mhor
Amounts received or due and receivable by the auditors of
Santos Ltd for:
audit services 04 04 0.2 0.2
other services 0.6 0.5 D4 0.3
1.0 049 06 0.5
Amounts received or due and receivable by auditors other than
the auditors of Santos Ltd for:
audit services 0.1 0.1 -
other services 03 0.2 - _
04 0.3 - B

10



26. SEGMENT REPORTING

Santos Ltd _aﬂd its controlled entities operate predominantly in one industey, namely exploration, development, production, transportation
and marketing of hydrocarbons and in one geographical segment, namely Australia. Operations are also conducted in Indonesia, United
States and United Kingdom but are not material to the Group results. Revenue is derived from the sale of gas and liquid hydrocarbons

and transportation of crude oil.

Consalidated Santos Ltd
L —————— ]
1996 1995
27. COMMITMENTS FOR EXPENDITURE m}ﬁﬁ lmfl?:ga $million $million
(a) Capital commitments
Capital expenditure contracted for at balance date for
which no amounts have been provided in the accounts:
Due not later than one year 104.5 674 35.8 332
Due later than one year but not later than two years 8.2 3.6 - 2.0
112.7 71.0 35.8 35.2
(b) Minimum exploration commitments
Minimum exploration commitments for which no amounts
have been provided in the accounts or capital commitments:
Due not later than one year 59.8 19.9 18.1 5.1
Due later than one year but not later than two years 30.7 41.0 45 13.7
Due later than two years but not later than five years 484 222 3.2 6.4
138.9 B3.1 25.8 25.2

Santos Ltd and its controlled entities have certain obligations to perform minimum exploration work and expend minimum amounts of
maoney pursuant to the terms of the granting of petraleum exploration permits in order 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 their

relinguishment,

The minimum exploration commitments are less than the normal level of exploration expenditures expected to be undertaken by

Santos Ltd and its controlled entities.

I/l



SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED
Consalidated Santos Ltd
21. COMMITMENTS FOR EXPENDITURE (coNTiNueD) imillﬁgﬁ $m|]:?|gn-i imitsllnigg Emill?jgﬁ
{c) Lease commitments
Finance leases:
Due not later than one year 1.3 1.8 0.1 0.3
Due later than one year but not later than two years 1.4 1.5 0.1 0.1
Due later than two years but not later than five years 4.0 45 - 0.2
Due later than five years 13.0 14.6 - -
Total commitments under finance leases 19.7 224 0.2 0.6
Less future finance charges (4.9) (6.8) = (0.1)
Lease liabilities 14.8 156 0.2 0.5
Operating leases:
Due not later than one year 5.0 5.8 3.8 4.2
Due later than one year but not later than two years 4.7 4.2 3.5 3.5
Due later than two years but not later than five years 5.6 16 3.8 6.7
Due later than five years 44 4.4 2.5 44
Total commitments under operating leases 19.7 22.0 136 18.8

28. SUPERANNUATION COMMITMENTS

Santos Lid and certain of its controlled entities participate in a number of superannuation funds and pension plans in Australia, United

Kingdom and United States of America which provide benefits either on a defined benefit or cash accumulation basis for employees

or their dependants on retirement, resignation, total or permanent disablement or death. The employers and employee members make

contributions as specified in the rules of the respactive funds.
The assets of all funds were sufficient to satisfy all benefits which would have been vested in the event of termination of the fund, or

in the event of voluntary or compulsory termination of the employment of each employee. The following is a review of the significant

employee benefit plans:

Santos Petroleum Management

Superannuation Fund and Santos Retirement Plan

Santos Superannuation Fund

Type of benefit

Basis of contributions

Employer's legal obligation to contribute

Last actuarial assessment
date
name of valuer and qualifications

[

Cash accumulation

Percentage of member’s wage
contributed by member and employer

Enforceable subject to right to cease
contributions on written notice
to the Trustes

Not applicable
Mot applicable

Defined benefits and cash
accumulation

Percentage of member's salary
contributed by member and employer.
The employer's percentage reflects the
amount to provide an accumulation
and the amount recommended by the
Actuary to provide the defined benefit

Enforceable subject to right to cease
contributions on written notice to
the Trustee

1 January 1994
G Robinson, BSc. FIAA



28. SUPERANNUATION COMMITMENTS (conTimuen)
The Santos Superannuation Fund has employee accrued benefits and assets as follows:

Consolidated Santos Ltd
e oo e e — e ———
as at as at as at as at
30 June | Janua 30 June | Janu:ﬁ
1996 I?SII 1996 19
Smillion Smillion Smillion Smillion
Present value of employees’ accrued benefits . 50.2 3 30.2
Net market value of net assels held by the Fund to mest
future benefit payments 67.9 60.8 67.9 60.8
Excess of assets held to meet future benefit payments » 10.6 . 10.6

Vested benefits at 1 January 1996 are $45.5 million.

* The last actuasial review of the Santos Superanauation Fund was at | January 1984, Upon recommendation of the sctuary, the employer contribution to the defined
benefits and 3% supplementary accounts were suspended. An amount of $0.9 million was charged o operating prob in 1996 (1985 - $0.9 millwn), representing the
amestiextion of the pravicusly recorded et suipliss of the market valoe of med assets over the present value of emplovess” accrued benefits, Suspension of coninbutions
will b reassessed after the neod actuanal review as of 1 Janwary 1997, is complefed. The last audiled financial stalements available are a5 at 30 June 1996

Consolidated Santos Lid
R R R R R R R R R RRRRRRRRERRRRRREEE
29, CONTINGENT LIABILITIES smiion  Smillon milon  Smillo
Contingent liabilities anising in respect of other persons:

(i) Performance guaraniees 16 b9 4.1 6.1

(i) Employes service agreements 24 2.2 24 2.2
{iii) Claims have been lodged including the following:

(a) claims for breach of contract and public liability 1.1 2.1 1.0 1.5

(b) miscellaneous claims 0.3 0.3 - -

12.0 12.1 8.1 98

Legal advice in relation to the claims lodged above indicates that on the basis of available information, liability in respect of these
claims is unlikely to exceed $380,000 on a consolidated basis.

Guarantees provided by Santos Ltd for financing facilities and lease obligations in respect of controlled entities are disclosed in
note 12.

A number of the Australian interests of the economic entity are located within areas the subject of one or more claims or applications
for native title determination, all of which applications are currently either in the mediation or pre-mediation stage under the Native
Title Act. The economic entity is a party to a number of those applications which, if not capable of successful mediation, are referable
to the Federal Court for hearing and determination. Whatever the outcome of those applications, it is not believed that they will

significantly impact the asset base of the economic enlity.

30. ECONOMIC DEPENDENCY
There are in existence long-term contracts for the sale of gas. but otherwise the Directors believe there 1s no economic dependency.

/s



SANTOS LTD AND CONTROLLED ENTITIES

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

CONTINUED

31, DERIVATIVE FINANCIAL INSTRUMENTS

The economic entity uses derivative financial instruments from time to time for the purpose of hedging com modity sales price
fluctuations and reducing market risks associated with changes in interest rates and foreign exchange rates. Their uses are subject
to a comprehensive set of policies, procedures and limits approved by the Board of Directors. The economic entity does not trade in
derivatives for speculative purposes.

The principal derivatives used are forward foreign exchange contracts, interest rate swaps and commodity swap contracts.

(a) Forward foreign exchange contracts
The econamic entity is exposed to foreign exchange risk principally through the sale of liquid petroleum products denominated
in US dollars, US dollar borrowings and US dollar capital expenditure.

In order to hedge this foreign exchange risk, the economic entity enters into forward foreign exchange contracts, from time to time,
that oblige it to exchange specified amounts of United States dollars for Australian dollars in the future at a predetermined
exchange rate.

At 31 December 1996 the economic entity did nol have any open forward foreign exchange contracts.

(b) Interest rate swap conftracls
The ecanomic entity has entered into interest rate swap contracts to manage interest rate risk. Under interest rate swaps, the
economic entity agrees with other parties to exchange the difference between fixed and floating rate interest amounts calculated
by reference to an agreed notional principal amount, Irrespective of whether the contracts result in the entity oblaining a fixed
or floating interest rate. only the net interest is received or paid under these swap contracts and recognised as a component
of interest expense.

At 31 December 1996 the economic entity had open interest rate swap contracts which if closed would have resulted

in a small loss.

(c) Commaodity oil price swap contracts
The economic entity is exposed to crude oil price fluctuations thraugh the sale of crude oil denominated in US dollars. The economic
entity has entered into commodity oil price swap contracts during the year to manage its commodity price risk. These contracts allow
the economic entity to receive a fixed price on a specified quantity of crude oil at some point in the future. The contracts are not
settled by physical delivery but by paying or receiving the difference between the current market price of the product and the fixed
contract price at matunty.
At 31 December 1996 the economic entity did not have any open crude oil price swap contracts.

(d) Credit risk on derivative financial instruments
Credit risk on the above derivative financial instruments is the potential financial loss if counterparties failed completely to perform
as contracted and is limited to amounts due to the econamic entity under the contracts.
Swap and forward rate contracts are subject to limits related to the credit worthiness of counterparties, which are banks or
financial institutions with a Standard and Poor’s rating of A or better.

32. POST BALANCE DATE EVENTS

Subsequent to balance date, Santos Ltd and certain of its controlled entities acquired the oil and gas business of MIM Holdings Ltd for
$45.1 million, before adjustments for working capital, capital expenditures and non-current liabilities. The acquisition was effective
21 January 1997 and the final price is subject lo adjustment based on completion accounts as at that date.

I/



SANTOS LTD AND CONTROLLED ENTITEES

STATEMENT BY DIRECTORS

for the year ended 31 December 1996

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

(a) the financial statements set out on pages 48 to 74 are drawn up s0.as to give a true and fair view of the results and cash flows for the
financial year ended 31 December 1996, and the state of affairs at 31 December 1996, of the Company and the econamic entity;

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

[c) at the date of this statement, there are reasonable grounds to believe that the Company will be able to pay its debts as and when they
fall due.

2. The financial statements have been made out in accordance with applicable Accounting Standards.
Signed in accordance with a resolution of the Directors:

JA Uhrig NR Adler
Director Director

Adelaide, 12 March 1997

INDEPENDENT AUDITORS’ REPORT

to the Mambers of Santos Lid

Scope

We have audited the financial statements of Santos Ltd for the financial year ended 31 December 1996, consisting of the Profit and Loss
Accounts, Balance Sheets, Statements of Cash Flows, accompanying noles, and the Statement by Directors set out on pages 48 to 75. The
financial statements comprise the accounts of the Company and the consolidated accounts of the economic entity, being the Company and
its controlled entities. The Company's Direclors are responsible for the preparation and presentation of the financial statements and the
information they contain. We have conducted an independent audit of these financial statements in order to express an opinion on them to

the members of the Company.

Qur audit has been conducted in accordance with Australian Auditing Standards to provide reasonable assurance as to whether the financial
statements are free of material misstatement. Qur procedures included examination, on a fest basis, of evidence supporting the amounts

and other discloesures in the financial statements, and the evaluation of accounting policies and significant accounting estimates. These
procedures have been undartaken to form an opinion as to whether, in all material respects, the financial statements are presented fairly in
accordance with Accounting Standards and other mandatory professional reporting requirements and statutory requirements so as to present

a view which is consistent with our understanding of the Company's and the economic entity's financial position, the results of their operations
and their cash flows.

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

Rudit Dpinion
In our opinion, the financial statements of Santos Ltd are properly drawn up:

(a) so as to give a true and fair view of;

(i) the state of affairs of the Company and the economic entity at 31 December 1996 and the results and cash flows of the Company and
the economic entity for the year ended on that date; and

(ii) the other matters required by Divisions 4, 4A and 48 of Part 3.6 of the Corporations Law to be dealt with in the financial statements.

(b) in accordance with the provisions of the Corporations Law; and
(c) in accordance with applicable Accounting Standards and other mandatory professional reporting requirements.

&3‘,‘7(6_ i /o

HPMG W) Stevens
Chartered Accountants Partner

Adelaide, 12 March 1597 W 5
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STOCK EXCHANGE AND SHAREHOLDER INFORMATION

Listed on Australian Stock Exchange at 28 February 1937
were 537,472 918 ordinary shares. Unlisted are 1,102,000
partly paid Plan 0 shares and 1,002,500 partly paid Plan 2
shares. There were 57,060 holders of all classes of issued
shares (including 46 holders of Plan 0 shares and 38 holders
of Plan 2 shares) compared with 55,256 a year earlier.

The listed issued ordinary shares represent all of the vating
power in Santos. The holdings of the twenty largest holders

of shares represent 47.96% of the total voling power in Santos
(last year 49.52%).

The 20 largest shareholders in Santos as shown in the Company’s
Register of Members at 28 February 1997 were:

Number of % ol
fully paid wtmi
Name shares capita

Westpac Custodian Nominees Limited 60,582,512 11.27
ANZ Nominees Limited 37,280,296 6.94
National Nominees Limited 31.217.077 5.82
Chase Manhattan Nominees Limited 18,982,152 353
SAS Trustee Corporation 16,196,062 3.01
Australian Mutual Provident Society 13,929,960 2.59
MLC Limited 11,737.019 218
Perpetual Trustees Nominees Limited
(MBA Account) 11,496,940 2.14
Perpetual Trustees Nominees Limited 8,926,263 1.66
Queensland Investment Corporalion 6,829,998 1.27
Perpetual Trustees Australia Limited
(MBA Account) 6,757,858 1.26
Citicorp Nominees Pty Limited 4,944 425 0.92
Pendal Nominees Pty Limited 4,185,247 0.78
Wastpac Custodian Nominees Ltd
(ADR Account) 4,059,709 0.76
Permanent Trustee Company Limiled
(BTEQUI Account) 4,001,467 0.74
Permanent Nominees (Aust) Limited 3,984,551 0.74
St Gaorge Bank Limited 3424657 0.64
Pendal Nominess Pty Limited
(5ub Gus Account) 3338976 0.62
Commonwealth Superannuation
Board of Trustees No 2 3.213.178 0.60
Westpac Securities Administration
Limited 2,616,352 0.49
257,764,699 47.96

Substantial Shareholders, as at 28 February 1997, as disclosed

by notices received by the Company:
No. of volin
shares hel

Hama Address

e

Maple-Brown Level 28, 60 Margaret Street
Abbaott Limited SYDNEY NSW 2000 44,791,051
The Capital 333 South Hope Street
Group Inc. LOS ANGELES

California 90071 USA 25,001,726
Analysis of the Listed Shares — range of shares held

Fully paid % of % of
ordinary shares holders shares held

—_——— e =

{Halders)

1- 1,000* 17,463 30.62 1.92
1,001- 5,000 31,347 54.96 14.21
5.001- 10,000 0,272 024 7.06
10,001-100,000 2,701 4.74 10.85
100,001 and over 254 0.44 £5.96

Tatal No 81,037 100.00 100.00

* There were §,294 sharehelders whe held less than 100 shares which af The then
current market price was deemed bo be the minimum marketable parcel
For Directors’ Shareholdings see Directors’ Statutory Report as sel
out on pages 46 and 47 of this Annual Report.
Voting Rights
Articles 83 to 88 of the Company’s Memorandum and Articles of
Association detail the voting nghts of members. The Articles
indicate that on a show of hands, every member present in person
or by representative or the attorney of a member shall have one
vote and upon a poll subject to cerfain conditions detailed in the
Articles every member present in person or by attorney, proxy or
representative shall have one vote for every fully paid share held.
Pursuant to the Rules of the Santos Executive Share Plan, Plan 2
and Plan 0 shares do not carry any voling rights except on a
proposal to vary the rights attached to Plan shares.



dpprasal well

GLOSSARY

an exploration well drilled for the purpose of identitying extensions to known helds or discovenes

Authonty To Prospect

barmelbhi

the standard unil of measurement for all production and sales. One barrel squals 153 litres or 35 imperial gallons

boe

barmels of oif equivalent. The factors used by Santos 1o convert valume of ditferent bydimcarbon production to banne of od
eguivakant are prinfed below,

bopd

barrels of ol per day

the company

| Santos Ltd and its subsidianes

D& A

depreciaticn, dephetion and amortisation of plant and agupment

cevelopmant well

& well drilled 1o enable production from a known oil or gas resenir

POWNSITEam Cusiomers

refinenes, gas utilifes and major gas users

EP

Exploration Permit

Epioration well

a wildcat of appraisal well dnlled 1o find new reserves of ol or gas

Extendad wall fest/

early produchion system

production through a temporary facility 1o defterming perfarmance under producing conditions

farm-in (farm-out)

an agreement which provides for a party to acquire an interest in & permat by either fully or partially funding an agreen
program of work 1o b conducted in the panmit

FPS0

floating production, storage and officading umit. Thas is @ converted oil tanker, permanentiy moored over & procucing
subsea oil field which processes and stores the crude oil production pror to oHigading 1ato shullle fansers

fracture stimulation

a technigue used to improve hydrocarban recovery from reserves with poor permeability or porosity. Fracture stimulation
irvolves the fracturing of the resendir rock to encourage the fiow of ydroCarbons

high resolution
big-strabgraphy

detailed statistical analysis of ancient bological communities to assist in resolving fine details of stratigraphy
which 15 the study of the formation, compasition, sequence and oorrelalnn of sadimentary rock. It 15 weed fo Al
in exploration and cevelopment

Eydrocarbans

| solid. liguid or gas compounds of the elements hydrogen and carbon

LPG

| liguehed petroleam gas

Mbbis

thousand barrsds

MMEbis

millign bamels

MMboe

millign bamals ot oel aguewalant

NASDAL

Matignal Aseaciation of Securities Dealers In

POL

Fetroleym Development Licence

PEL

Petroleym Exploration Laoence

FEP

Petroleum Explocation Permit

petrodeum biguads

crude oil, condensate, of (1% desivative naphtha, and the liguefed pefroleum gases propans and bulane

Fl

petajoules. Joules are the metnc measerement undt for energy. A petajoule vs equal to | kilogoule x 10°. The equnvalent
| imparial measure to joules s British Thermal Units [BTUL Oné kilgjeuls = 09478 BTU

PL

Peirodeum Licende

Pelroleam Production Licence

Peiroleym Production Licence Application

preduction shanng contract

proved and probable reserves as defined by the Australian Stock Exchange Lid (ASX). Proved reserves ase those resenves
that. to a high degree of certainty, are recoverable, at commercial rates. under presently anticipated produchon methods
oparating conditions, prices and costs, Probable reserves are defined as those reserves that may be reasonacly aszu'ﬂ-ﬁi i
exist because of geophysical or gedlogical indications and dniling done in regions which contan proven resenves. Resenes
reported are based on, and accurately reflect, information compiled by full-time employess of the company who have the
raquisite qualifcations and experience prescnibed by the ASK Lusting Rules

TESBrONr

a mock formation mn which ydrocarbons ane presn

Sanios

| Santas Lid and s subsidianss

SELSMIC SUTVEY

| 2 survey used to gain an understanding of rock formations beneath the garth’s surface. By conducting a ssismic survey, oif

| and gas explorers are able to obtain indications of whether the rock formations would be capable of trapping odl and gas
| and the depth of formations. Three-dimensional seismic is a relatively new technigue which enables the compilaton of
| three-dimancional images of rock farmation as opposed fo the two-dimens:onal image provided by conventional Sersmic

sad track well

drillng of a new section of wellbore from a pre-eusting well

shim hode |:r|II|r|g

the drilling of 2 well where 90% or more gl its length has an open hole diameter of 1BDmm or less

1]

terajoules. Joules are the metnc measurement uni for energy. A terapoule 1§ equal o 1 pulex 10

WA-P

Westermn Australian Permid

wiidcat well

an expioration wedl drilled to sdentily new accumulations of ol of gas

J0CA

Tone of Co-operation Area

boe CONVERSION FACTORS

Crude Ol 1 barrel = 1 boe Sales Gas 1 petajoule = 171.937 boe x 10° | CondensateNaphtha 1 barrel = 0.935boe | LPG 1 fonne = 8.438 boe







