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Disclaimer @R;—'SC

* The statements and opinions attributable to the presenter and RISC Operations Ltd (RISC) in this presentation are given in good faith and in the
belief that such statements are neither false nor misleading.

* |n preparing this presentation RISC has considered and relied solely upon information in the public domain. This information has been

considered in the light of RISC’s knowledge and experience of the upstream oil and gas industry and, in some instances, our perspectives differ
from many of our highly valued clients.

RISC has no pecuniary interest or professional fees receivable for the preparation of this presentation, or any other interest that could
reasonably be regarded as affecting our ability to give an unbiased view.

This presentation is the copyright of RISC and may not be reproduced, electronically or in hard copy, without the written permission of RISC.
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Significance of the Australian Gas Industry



Australia’s Liquefied Natural Gas Industry (LNG) AR!SC

Current production
installed capacity circa

30 million tonnes pa
(Mtpa) from four projects

A further six projects
under construction

USS220 billion investment
in eight new projects since
2007

Forecast 85 Mtpa by 2019

Key

+ Major Australian city

O LNG source gas basin

CARNARVON BASIN

NWSJV
Pluto
Gorgon
Wheatstone

‘ Producing project
‘ Under construction

‘ Uncommitted

Scarborough ¢

BROWSE BASIN

Browse
Ichthys
Prelude

BONAPARTE BASIN

Bayu Undan
Sunrise

QCLNG
GLNG
APLNG
Arrow LNG
FLLNG

SURAT/BOWEN BASYA®

Source: Department of Mines and Petroleum, RISC research and analysis



Australian Gas Market Value

@R!SC

= 2014 revenue AS 18.9 billion, over 60% from LNG
= @Gas production will more than double by 2019

=  Committed LNG projects will bring total exports to
85 Mtpa

= Australia will be largest LNG exporter in the world

= LNG pricing from Australia is oil-linked, as is some
domestic gas pricing

= Gross Revenue will increase to approximately
AS50b pa (assuming US$70/bbl)

= LNG will be the second highest value Australian
export commodity behind iron ore
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Industry Competiveness



Gas Pricing @R;—'SC

Wholesale Gas Prices by Country

LNG pricing in the region

traditionally oil-linked 18 For S — 120

Australian domestic gas is 16 / -”"‘u

predominantly sold on a contract / \ 100
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Australian domestic gas pricing is 20

competitive with the regions 2

Regional gas prices significantly . .

higher than US Henry Hub and 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Canadian markets

This creates a threat to Australian MMBTU = million British thermal units

LNG markets 1 MMBTU is approximately 1,000 standard cubic feet (28.3 sm3)

Source: IGU, RISC analysis



Australian LNG Competitive Advantage (1) @R:-—'SC

= Australian LNG has to compete internationally

= Although it has an advantage in being closer to
markets and hence shipping costs are lower,
the costs of development can be higher

= US gas delivered to Asia has an advantage
when Henry Hub prices are low
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Australian LNG Competitive Advantage (2) @Ri—-’SC

Australian has a reputation
as a high cost country for oil
and gas projects

RISC’s analysis shows that
globally, large oil and gas
projects have a history of
poor project management

Hence the perception of
Australia as a high cost
destination is only partially
true

— e.g.20% rise in Australian
labour costs results in 5%
project cost increase

There are also underlying
strategic decisions have a
much more material impact

Recent LNG Project Cost Overruns

4000 Average forecast overrun 39% ® RISC view today
© 3500 m Cost at FID
o
< 3000
o 2500
)

g 2000
« 1500
[%2)]
D 1000
x
9
@ 500
8 0 F
-500 /\QV & & & & & & & S &
» & & & > & & o & 3
% o ” o @ A ®
'1000 N o S > S ) R {\L’
o & 5§ o S S S S > Q
& © ®@ <8 ®@ N & & <& <&
N <@ < N AN @ < < v O
S N QQ”L 4 & & " " ol 2
S 9 Y < (9\'é ) (}’$ 0& ‘?g\/ eq’b
0‘ Q”g' Obe Qe S ‘0\(\
N\ & &
] &
&
K2
s
>
S
<

Source: RISC analysis



@R!SC

Strategic decisions and their impact
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Strategic Decision # 1: proliferation vs cooperation

@R!SC

10 projects in operation or
under construction

All with separate, stand
alone LNG production
infrastructure

Capital cost US$220b +
since 2007

Why?

What is the cost/benefit?

CARNARVON BASIN

BROWSE BASIN

Browse
Ichthys
Prelude

NWSJV
Pluto
Gorgon
Wheatstone
Scarborough ¢

Key
+ Major Australian city
O LNG source gas basin

‘ Producing project
‘ Under construction

‘ Uncommitted

Bayu Undan

BONAPARTE BASIN

Sunrise

QCLNG
GLNG
APLNG
Arrow LNG
FLLNG

Melbourne

Source: Department of Mines and Petroleum, RISC research and analysis
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Carnarvon Basin LNG
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Surat/Bowen Basin CSG-LNG AR!SC

Gladstone/Curtis Island
LNG facilities
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Current and proposed CSG-LNG facilities at Gladstone @R.‘-"SC

Fisherman’s Landing

Arrow LNG

for,Arrow.
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Strategic Decision # 1: proliferation vs cooperation

@R!SC

What if 2"d wave projects in
Carnarvon Basin and Gladstone
used common LNG facilities?

RISC estimates total capital
costs of USS160 billion in these
two areas using proliferation
strategy

Estimate potential savings of
over USS33 billion if
cooperation strategy pursued

Excludes any potential
synergies in field development,
upstream infrastructure and
operations

LNG Project Cost
USS billion
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Source: Company websites and RISC analysis



Strategic impact # 2
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= On a 2P reserve basis, in aggregate
CSG-LNG projects have sufficient
resources to meet contracted
demand

= However, RISC view is that the
projects are overcapitalised and
that shortfalls in capacity may
materialise in the medium term

= |n aggregate, the projects will
require additional resources of
7000 PJ to secure 20 years supply
plus tail gas

= Additional resources could come
from 3 party gas resources
and/or reserves growth, however
these are not assured
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Source: Company websites and RISC analysis
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Opportunities and challenges
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Bonaparte Basin LNG
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Abadi FLNG

Sunrise FLNG
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How to commercialise Australia’s vast potential?
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Challenge: Well Costs AR!SC

= |n unconventional projects, well costs may be up to 90% of Typical Relative Drilling & Completion Costs
total costs 100%
£
= For comparable scope, Australian well costs are typically F gou
higher than in other regions. Factors which influence this are: & c0%
— Ageing drilling rigs [
geing grig % 40%
— Limited competition =
— Inefficient practices k
0%
- Regulatlon Australia M America China Indonesia
— Lower aCtiVity levels B Onshore 3000m = CBM 600m W Deepwater 3000m

— Higher labor costs

. Impact of Well Cost on Breakeven Gas Prices
— Remote operations

100% $-

— Lack of infrastructure 90% $0.50 @
* The higher costs directly affects profitability . _Slg;" $1.00 %
— Savings of $0.75/GJ nominal after tax assuming normal E 6092 $150 £
improvement expected from 15-20% reduction in a % 50% -$2.00 ‘E
typical vertical tight gas well campaign Z 40% -$2.50 °§
— Potential to increase this saving to over $3/GJ if a more £ 23: 300 8
aggressive and structured approach is taken to cost 10% -$3.50 £

reduction 0% -54.00

Current Business as Usual Stretch Target
= A well cost reduction target of 50% is not only feasible but Improvement Potential
necessary to monetise the substantial potential that exists mm Drill & Complete mmFrac  —e-Impact on BE Gas Price 10% nom

Source: RISC analysis




Challenge AR!SC

= Australia has vast natural resources
= How can we make the Australian gas industry more competitive?
= How can we improve cooperation amongst projects to get the best result for all?

=  Why is Australian iron ore amongst the lowest cost in the world, but our petroleum is amongst
the most expensive?

=  What role should governments, management and shareholders play in these strategic issues?
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Final thoughts AR!SC

— Environment/Sustainability — it’s your world -
. 22
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=  Despite rumours to the contrary, the oil and
gas industry is not dead

= @Great opportunities for innovative thinkers in
the oil and gas industry

— Data and knowledge management -
embryonic

— Automation — barely begun

— Decision making — clearly remedial
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