


CCS hub at Bayu-Undan with the capacity of approximately 10 million tonnes per annum
of CO2 and providing a cost-effective solution for Barossa reservoir emissions as part of
our roadmap to net-zero by 2040.”
slide 9 on Moomba CCS project, which is FID-ready subject to Australian Carbon Credit
Units eligibility and heads our ‘Infrastructure led carbon capture and storage strategy’ (see
slide 12) which includes Northern Australia/Timor-Leste CCS
slide 16 on Bayu-Undan 3C, generally

 
Don’t hesitate to give me a call if any questions etc
 
Cheers,
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17 August 2021 

 

Santos reports record half-year production and sales volumes, 
strong free cash flow and underlying earnings, and higher 
interim dividend 
 

Half-year (US$million) 2021 2020 Change 

Production (mmboe) 47.3 38.5 23% 

Sales volume (mmboe) 53.8 46.9 15% 

Product sales revenue 2,040 1,668 22% 

EBITDAX1 1,231 995 24% 

Underlying profit1 317 212 50% 

Net profit/(loss) after tax 354 (289) 222% 

Free cash flow1 572 431 33% 

Interim dividend (UScps) 5.5 2.1 162% 

Santos today announced its half-year results for 2021, reporting record production of  

47.3 mmboe and record sales volumes of 53.8 mmboe, free cash flow of US$572 million and 

underlying profit of US$317 million. The results reflect higher oil prices compared to the 

corresponding period due to recovery in demand but were offset by lower average LNG prices 

due to lagged oil-linked pricing in long-term LNG offtake contracts. 

The reported net profit after tax of US$354 million includes net gains on asset sales and is 

significantly higher than the corresponding period mainly due to impairments included in the 

previous half-year result. 

The Board has resolved to pay an interim dividend of US5.5 cents per share fully-franked,  

162 per cent higher than the previous interim dividend. The dividend equates to 20 per cent of 

first half free cash flow, in-line with the company’s sustainable dividend policy which targets a 

range of 10 per cent to 30 per cent payout of free cash flow. 

Santos Managing Director and Chief Executive Officer Kevin Gallagher said Santos delivered 

record production and sales volumes in the first half of 2021, and strong free cash flow of  

US$572 million despite lower average LNG prices. 

“These results again demonstrate the resilience of our cash-generative base business and 

strong operational performance across our diversified asset portfolio. 

ASX / Media Release   
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“Consistent application of our low-cost disciplined operating model continues to deliver cost 

reductions and efficiencies despite cost challenges across the industry and COVID-related cost 

impacts in the base business. 

“We will remain disciplined and cost focused as we enter our next phase of growth and progress 

the proposed merger with Oil Search. 

“The proposed merger is a compelling combination of two industry leaders to create an 

unrivalled regional champion of size and scale with a unique diversified portfolio of long-life, low-

cost oil and gas assets. 

“The merged company would have strong cash generation from a diverse range of assets which 

provides a strong platform for sustainable growth and continued shareholder returns. 

“The merger would also build on our industry-leading approach to ESG through the combination 

of Santos’ net-zero 2040 pathway, including its sector-leading CCS projects, and Oil Search’s 

unique social programs in PNG, underpinned by a strong balance sheet to fund the transition to 

a lower-carbon future. 

“I am pleased with the progress we are making on due diligence and look forward to the signing 

of a binding Merger Implementation Deed in the coming weeks. 

“Since taking FID on Barossa in March, the project is off to a great start including the cutting of 

first steel for the FPSO turret, commencing manufacturing of subsea and export flowlines, and 

the assembly of subsea trees.  FPSO hull build and topsides fabrication is scheduled to 

commence in the third quarter. The project is on track for first gas in the first half of 2025. 

“While Barossa FID is a visible benefit of the acquisition of the ConocoPhillips assets in 

Northern Australia and Timor-Leste, I am also pleased with the very strong result from the first 

infill well drilled at Bayu-Undan, with initial gas rate of 178 million standard cubic feet per day 

and liquids rate of 11,350 barrels per day. The infill campaign adds immediate value and 

extends the life of Bayu-Undan. 

“We are extremely appreciative of the positive working relationship we have with the Timor-

Leste regulator Autoridade Nacional do Petróleo e Minerais (ANPM) and the Timor-Leste 

Government, whose support enabled this late-life infill campaign.  

“Our Moomba carbon capture and storage (CCS) project is FID ready, subject to eligibility for 

Australian Carbon Credit Units, which is expected in the fourth quarter. We are also assessing 

the feasibility of creating a CCS hub at Bayu-Undan with the capacity of approximately 10 

million tonnes per annum of CO2 and providing a cost-effective solution for Barossa reservoir 

emissions as part of our roadmap to net-zero by 2040. 

“We have also made significant progress on our exciting Dorado project with FEED entry on an 

integrated oil and gas project taken in June. We are targeting FID in mid-2022 on the first phase 

of liquids production, with FID on a second phase of gas development to backfill our Western 

Australia domestic gas infrastructure likely to occur in the second half of the decade. 

“Our strongly cash-generative base business, diversified portfolio and disciplined approach to 

capital allocation means that we are well positioned to drive free cash flow and sustainable 

shareholder returns,” Mr Gallagher said. 

DFAT DECLASSIFIED - COPY RELEASED UNDER FOI ACT 1982 LEX 6224

4



 
 
 
 
 
 

 

   

 Page 3 of 3 
 

Live webcast 

A video presentation on the 2021 half-year results is available on Santos’ website. A live 

question and answer webcast for analysts and investors will be held today at 12:30pm AEST. 

 

To access the live webcast, register on Santos’ website at www.santos.com. 
 
This ASX announcement was approved and authorised for release by Kevin Gallagher, Managing Director and 
Chief Executive Officer. 
 
 
 
 
 
 
 
 
 
 
 
 
 
1 EBITDAX (earnings before interest, tax, depreciation, depletion, exploration, evaluation and impairment), underlying profit and free cash flow (operating cash 

flows less investing cash flows net of acquisitions and disposals) are non-IFRS measures that are presented to provide an understanding of the performance of 
Santos’ operations. Underlying profit excludes the impacts of asset acquisitions, disposals and impairments, hedging as well as items that are subject to 
significant variability from one period to the next. The non-IFRS financial information is unaudited however the numbers have been extracted from the financial 
statements which have been subject to review by the auditor. A reconciliation between net profit after tax and underlying profit is provided in the Appendix of the 
2021 half-year results presentation released to ASX on 17 August 2021. 
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Disclaimer and important notice 
This presentation contains forward looking statements that are subject to risk factors associated with the oil and gas industry. It is believed that the expectations reflected in these 
statements are reasonable, but they may be affected by a range of variables which could cause actual results or trends to differ materially, including but not limited to: price fluctuations, 
actual demand, currency fluctuations, geotechnical factors, drilling and production results, gas commercialisation, development progress, operating results, engineering estimates, 
reserve estimates, loss of market, industry competition, environmental risks, physical risks, legislative, fiscal and regulatory developments, economic and financial markets conditions in 
various countries, approvals and cost estimates.

All references to dollars, cents or $ in this document are to United States currency, unless otherwise stated. The symbol “~” means approximately.

Underlying profit, EBITDAX (earnings before interest, tax, depreciation, depletion, exploration and evaluation expensed, change in future restoration assumptions and impairment) and 
free cash flow (operating cash flows, less investing cash flows net of acquisitions and disposals and major growth capex, less lease liability payments) are non-IFRS measures that are 
presented to provide an understanding of the performance of Santos’ operations. The non-IFRS financial information is unaudited however the numbers have been extracted from the 
financial statements which have been subject to review by the auditor. Free cash flow breakeven is the average annual oil price at which cash flows from operating activities (before 
hedging) equals cash flows from investing activities. Forecast methodology uses corporate assumptions. Excludes one-off restructuring and redundancy costs, costs associated with asset 
divestitures and acquisitions, major growth capex and lease liability payments.

The estimates of petroleum reserves and contingent resources contained in this presentation are as at 31 December 2020. Santos is not aware of any new information or data that 
materially affects the estimates of reserves and contingent resources and the material assumptions and technical parameters underpinning the estimates continue to apply and have not 
materially changed. Santos prepares its petroleum reserves and contingent resources estimates in accordance with the 2018 Petroleum Resources Management System (PRMS) 
sponsored by the Society of Petroleum Engineers (SPE). Unless otherwise stated, all references to petroleum reserves and contingent resources quantities in this presentation are 
Santos’ net share. Reference points for Santos’ petroleum reserves and production are defined points within Santos’ operations where normal exploration and production business 
ceases, and quantities of produced product are measured under defined conditions prior to custody transfer. Fuel, flare and vent consumed to the reference points are excluded. 
Petroleum reserves are aggregated by arithmetic summation by category and as a result, proved reserves may be a very conservative estimate due to the portfolio effects of arithmetic 
summation. Petroleum reserves are typically prepared by deterministic methods with support from probabilistic methods. Petroleum reserves replacement ratio is the ratio of the change 
in petroleum reserves (excluding production) divided by production. Organic reserves replacement ratio excludes net acquisitions and divestments. Conversion factors: 1PJ of sales gas 
and ethane equals 171,937 boe; 1 tonne of LPG equals 8.458 boe; 1 barrel of condensate equals 0.935 boe; 1 barrel of crude oil equals 1 boe.

The proposed merger of Santos and Oil Search outlined in this presentation (Proposal) is non-binding and indicative only and is subject to due diligence and the agreement of a binding 
Merger Implementation Agreement. There is no certainty that a binding transaction will result from the Proposal. In addition, any binding Merger Implementation Agreement entered into 
between the parties would be subject to a number of additional conditions to completion of the merger, such as regulatory approvals.

The information set out in this presentation does not take into account any person’s individual financial objectives or circumstances.

Cover image: Valaris MS1 mobile offshore drilling unit, Van Gogh Phase 2 infill program
2021 Half-year results 2
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FEED commenced, with FID targeted for mid 2022

Dorado Development

1 Subject to detailed FEED for build and own FPSO.

Phase 1 liquids development

+ FEED underway with FID targeted for mid 2022

+ Estimated capital cost of ~$2 billion, delivering competitive cost of supply1

+ Low CO2 (~1.5%) and high-quality fluid expected to earn a premium to 
regional pricing benchmarks

+ Stage 1 Assessment of Offshore Project Proposal (OPP) approved by 
NOPSEMA and released for public consultation

+ Production Licence application planned by 4Q21

Phase 2 gas development

+ Integrated development concept established for both liquids and gas

+ Gas export is a source of supply for Santos’ existing WA domestic gas 
infrastructure

+ Flexibility retained for tieback of future exploration success

+ Exploration wells Apus and Pavo scheduled for 1Q22

2021 Half-year results 10
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Financial discipline

Strong base business and balance sheet supportive of disciplined and phased growth

Disciplined capital allocation

Strengthened balance sheet and  
prepared to fund growth

Strong, cash-generative base 
business with steady production

+ Generated $572 million free cash flow in the first half of 2021

+ Targeting 2021 free cash flow breakeven oil price of less than $25 per barrel before 
hedging

+ 2021 free cash flow sensitivity of ~$330 million per annum for every $10 above the 
breakeven oil price. At current oil prices, 2021 forecast FCF is greater than $1.1 billion 
including hedging1

+ Consistent with the disciplined low cost operating model, growth projects are phased 
and equity levels reviewed

+ Completed 25 per cent sell-down in Bayu-Undan and DLNG to SK E&S

+ 12.5 per cent Barossa sell-down to JERA progressing well and expected 2H21

+ Issued $1 billion 10-year senior unsecured fixed-rate bond in the US 144A/Reg-S 
market with liquidity ~$4.5 billion 

+ Strong cash flows reduced net debt (including leases) to $3.4 billion and gearing to 
31.8% at end June 2021. At current oil prices, gearing would be ~30% by year end

+ Secured second investment grade credit rating: Fitch BBB/Stable

+ No significant debt maturities until 2024

1 Assumes an average 2021 oil price of US$60 per barrel and 7.7 million barrels of oil hedged in the second half of 2021 at an average ceiling price of US$55 per barrel.

2021 Half-year results 18
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2021 Half-year financial snapshot

Strong base business generated $572 million of free cash flow

1 For a reconciliation of 2021 half-year net profit after tax to underlying profit, refer to Appendix.
2 Operating cash flow less investing cash flows (net of acquisitions and disposals and major growth capex) less lease liability payments.

$ million 1H21 1H20 Change

Product sales revenue 2,040 1,668 22%

EBITDAX 1,231 995 24%

Underlying profit1 317 212 50%

Net profit/(loss) after tax 354 (289) 222%

Operating cash flow 942 838 12%

Free cash flow2 572 431 33%

Interim dividend (UScps) 5.5 2.1 162%

2021 Half-year results 19
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Cash generative Operating Model continues to drive value

EBITAX margin improved to 58% due to higher commodity prices and lower unit costs

Cooper 
Basin

Qld
& NSW

PNG
Nth Aust 

& T-L2 WA Santos

Total revenue
$million

507 383 264 383 504 2,112

Production cost
$/boe

8.84 5.55 4.04 13.95 5.94 7.97

Capex
$million

141 79 4 148 134 535

EBITDAX
$million

211 183 213 286 388 1,231

EBITDAX 
margin

42% 48% 81% 75% 77% 58%

2021 Half-year results summary1

1 Corporate segment not shown.
2 Reduced equity in Bayu-Undan & DLNG from 68.4% to 43.4% from 30 April 2021.
3 Impact reflects the average FY20 AUD/USD FX rate, to allow comparison with 1H21 on a $/boe basis.

+ Cost reductions are occurring across our operated 
assets. Acquisition synergies are reflected in the 
Offshore Division in our Northern and Western 
Australian assets 

+ This is partially offset by cost impacts related to 
managing the response to COVID-19 and foreign 
exchange impacts 

+ Cooper Basin unit production cost increase 
compared to FY20 is due to foreign exchange 
impacts ($0.90/boe)3 and COVID-19 related costs of 
~$1 million

+ Group EBITDAX margin remains strong at 58%

2021 Half-year results 25
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Summary

Disciplined low-cost operating model ensures we can sustain our base business and remain 
resilient through the cycle 

Strong free cash flow and 
liquidity

Disciplined approach

+ Disciplined, low-cost operating model sets the framework to deliver value

+ Targeting 2021 free cash flow breakeven of less than $25 per barrel before hedging

+ 2021 free cash flow sensitivity of ~$330 million per annum for every $10 above the 
breakeven oil price. At current oil prices, 2021 forecast FCF is greater than $1.1 billion 
including hedging1

+ Sustainable dividend in accordance with our 10-30% FCF payout ratio

+ Strong operational and cost focus delivered $572 million of free cash flow in first half

+ Strong balance sheet. Liquidity of over ~$4.5 billion, comprising $2.4 billion in cash and 
$2.1 billion in committed undrawn debt facilities

+ Strong cash flows reduced net debt, including leases, to $3.4 billion and gearing to 
31.8% at end June 2021. At current oil prices, gearing would be ~30% by year end

+ Investment grade credit rating

2021 Half-year results

1 Assumes an average 2021 oil price of US$60 per barrel and 7.7 million barrels of oil hedged in the second half of 2021 at an average ceiling price of US$55 per barrel.
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Offshore conventional business

Santos supplies ~45% of Western Australia’s domestic gas requirements and Northern 
Australia synergies are reducing upstream production costs

Strong cash 
margin, low-
cost operating 
business

+ Western Australia EBITDAX margin 
improved to 77%

+ WA unit production cost $5.94 per boe, 
down 42% since 2017

+ Northern Australia EBITDAX margin 
strengthened to 75% 

+ NA unit cost lowered ~30% to 
$13.95/boe since assuming operatorship

Near term, 
near-field 
growth 
opportunities 
utilising 
existing 
infrastructure

+ Bayu-Undan infill drilling underway with 
successful startup achieved from first well

+ Van Gogh infill drilling underway with 
successful startup achieved from first well

+ FID taken on Spartan gas backfill to VI

+ FID taken on Pyrenees Ph IV Infill 

+ Varanus Island compression to recover 
low pressure reserves startup 4Q 21

2021 Half-year results 31
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11.3

6.3
5.3

3.6 3.3 3.3

Roma 
Phase 
1 (pre 
2015)

Roma-
2A 

(2015)

Roma 
East 

(2018
-20)

Roma 
SD20 

(1H21)

Roma-
2B 

(2016)

Roma-
3A 

(2017)

-71%

5.20

3.20

1.60

0.90 0.85 0.84 0.87

Roma 
Phase 
1 (pre 
2015)

Roma-
2B 

(2016)

Roma-
2A 

(2015)

Roma-
3A 

(2017)

Roma 
East 

(2019
-20)

Roma 
East 

(2018)

Roma 
East 

(1H21)

-83%

Strong GLNG upstream production and cost out

Strong GLNG gas production 

+ Record upstream production at 
700TJ/d 

+ Roma Field continuing to increase 
production, approaching 200TJ/d

+ Arcadia ramp-up, field and 
facilities debottlenecking 
delivering >90TJ/d combined with 
low well failure rate

Maintaining well cost 
discipline 

+ Relentless focus on lowering 
well cost

+ Expect to drill ~180 wells in 
2021 (3 rigs) and ~350 wells 
in 2022 (4 rigs)

1 Drill, complete, connect.

554 587 622
660

700

Jul-21Dec-17 Dec-18 Dec-20Dec-19

+26%

GLNG sales gas production
TJ/d (gross)

Record upstream GLNG production driven by strong ramp-up at Roma and Arcadia supporting 
higher than 6.2 mtpa LNG run-rate in 2021

Days - development drilling
Average days rig release to rig release

Mean time between failure 
Years (Roma)

Driving down operating cost 
and increasing production

+ Implementation of new well 
design

+ Innovative operational tools to 
mitigate solids-related failures

+ Continuous improvement of 
technologies and processes

Fit for purpose rigs, 
experienced crews

+ Fit for purpose rigs, 
experienced crews

+ High volume, sequential and 
repeatable scope

+ Technical limit focus

Roma well cost - GLNG1

$million per well

0.5
0.9

1.4
1.7

2.0

3.1

3.6

Jan-19Jan-17Jan-15 Jan-16 Jan-18 Jun-21Jan-20

+620%
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Financial performance

EBITDAX up 24% to $1,231 million and underlying profit up 50% to $317 million

1 Other includes product stock movement, corporate expenses, other expenses, other income and share of profit of associates.

$million 1H21 1H20 Variance

Total revenue 2,112 1,728 22%

Production costs (377) (284) 33%

Other operating costs (165) (132) 25%

Third-party product purchases (324) (309) 5%

Other1 (15) (8) 88%

EBITDAX 1,231 995 24%

Exploration and evaluation expense (41) (25) 64%

Depreciation and depletion (614) (486) 26%

Impairment losses (8) (756) nm

Change in future restoration 20 5 300%

EBIT 588 (267) 320%

Net finance costs (109) (124) (12%)

Profit/(loss) before tax 479 (391) 223%

Tax expense (125) 102 223%

Profit/(loss) after tax 354 (289) 222%

Underlying profit 317 212 50%

2021 Half-year results 42

+ Total revenue up 22% due to higher realised oil prices and 
higher sales volumes, offset by lower average lagged oil-
linked LNG prices

+ Average realised oil price up 45% to $69.57/bbl and average 
realised LNG price down 21% to $6.74/mmBtu

+ Lower unit production costs/boe. Absolute production costs 
higher due to ConocoPhillips acquisition

+ Higher depreciation, primarily due to a reserves revision in 
Western Australia gas at year end 2020

+ The $643 million increase in net profit is predominantly due to 
$526 million after tax impairments in 1H20 combined with 
higher oil prices and sales volumes in 1H21

+ Normalised effective tax rate 43% including royalty related 
taxes (excluding impacts of gain on disposal of 25% interests 
in Bayu-Undan and Darwin LNG and other one-off items)
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Free cash flow

Calculation of 2021 half-year free cash flow

$million 1H21

Operating cash flows 942

Deduct Investing cash flows (334)

Add Net acquisitions and disposals (169)

Add Major growth capex 195

Deduct Lease liability payments (62)

Free cash flow 572

Lease liability payments are now treated as financing cash flows under AASB 16. To ensure like-for-like comparisons with prior periods, 
the definition of free cash flow reflects operating cash flows less investing cash flows (net of acquisition and disposal payments and 
major growth capex) less lease liability payments.

Free cash flow is a non-IFRS measure that is presented to provide an understanding of the performance of Santos’ operations. The non-
IFRS information is unaudited however the numbers have been extracted from the financial statements which have been subject to 
review by the auditor.

2021 Half-year results 44
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Significant items

Reconciliation of half-year net profit/(loss) to underlying profit

2021 Half-year results 45

$million 1H21 1H20

Net profit/(loss) after tax 354 (289)

Add/(deduct) significant items after tax

Net gain on disposal of a group of assets (51) -

Impairment losses 6 526

Fair value losses/(gains) on commodity hedges 39 (27)

One-off acquisition and disposal costs 1 2

One-off PRRT credit (32) -

Underlying profit 317 212
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Liquidity and net debt as at 30 June 2021

Net debt $3.4 billion and liquidity of $4.5 billion

Liquidity ($million) 30 Jun 2021 31 Dec 2020

Cash 2,417 1,319

Undrawn bilateral bank debt facilities 2,065 1,870

Total liquidity 4,482 3,189

Debt ($million)

Export credit agency supported loan facilities Senior, unsecured 252 283

Bank term loan facilities Senior, unsecured 1,242 1,441

US Private Placement Senior, unsecured 246 252

144A and Reg-S bonds Senior, unsecured 2,378 1,382

PNG LNG project finance Non-recourse, secured 1,102 1,184

Leases Leases 417 457

Other Derivatives 178 (16)

Total debt 5,815 4,983

Total net debt 3,398 3,664

2021 Half-year results 47
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2021 guidance

2021 guidance maintained

2021 guidance item Guidance

Production 87-91 mmboe

Sales volumes 100-105 mmboe

Capital expenditure – base ~$900 million

Capital expenditure – major growth ~$700 million

Upstream production costs $7.90-8.30/boe

Depreciation, depletion and amortisation $1.15-1.25 billion

2021 Half-year results 48
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2021 Half-year segment results summary

US$million
Cooper 
Basin

Queensland
& NSW

PNG
Northern 
Australia1

Western 
Australia

Corporate 
explor’n & 

elimins
Total

Revenue 507 383 264 383 504 71 2,112

Production costs (70) (37) (25) (139) (99) (7) (377)

Other operating costs (48) (57) (21) - (2) (37) (165)

Third-party product purchases (184) (81) (1) - - (58) (324)

Inter-segment purchases - (28) - - - 28 -

Product stock movement 3 (9) 1 - 2 - (3)

Other income 10 14 - 27 1 - 52

Other expenses (7) (2) (5) 1 (18) (20) (51)

FX gains and losses - - - - - 28 28

Fair value gains on hedges - - - - - (55) (55)

Share of profit of associates1 - - - 14 - - 14

EBITDAX 211 183 213 286 388 (50) 1,231

1 Decreased equity in Bayu-Undan and Darwin LNG at 43.4% from 30 April 2021.2021 Half-year results 49
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2020 Half-year segment results summary

US$million
Cooper 
Basin

Queensland
& NSW

PNG
Northern 
Australia1

Western 
Australia

Corporate 
explor’n & 

elimins
Total

Revenue 471 506 273 146 285 47 1,728

Production costs (66) (36) (32) (71) (88) 9 (284)

Other operating costs (27) (39) (19) - (2) (45) (132)

Third-party product purchases (142) (119) - - - (48) (309)

Inter-segment purchases - (29) - - - 29 -

Product stock movement (40) (8) 1 (1) 15 - (33)

Other income 4 16 7 - 3 - 30

Other expenses (6) (1) (6) (16) (12) (6) (47)

FX gains and losses 3 4 - - 4 (26) (15)

Fair value gains on hedges - - - - - 39 39

Share of profit of associates1 - - - 18 - - 18

EBITDAX 197 294 224 76 205 (1) 995

1 Increased equity in Bayu-Undan and Darwin LNG at 68.4% from 28 May 2020.2021 Half-year results 50
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Oil price hedging

2021 Half-year results

Open oil price positions as at 30 June 2021 2021 2022

Zero cost collars (barrels) 7,748,792 4,000,000

Average floor price ($/bbl) 42 50

Average ceiling price ($/bbl) 55 66

Re-participating 3-ways (barrels) 2,000,000

Average floor price ($/bbl) 50

Average ceiling price ($/bbl) 60

Average re-participation price ($/bbl) 65

51
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14 September 2021  

Bayu-Undan Joint Venture and Timor-Leste’s ANPM sign MOU on 
Bayu-Undan Carbon Capture and Storage 

Santos, as operator of the Bayu-Undan Joint Venture, today announced it had signed a 

Memorandum of Understanding (MOU) with the Timor-Leste regulator Autoridade Nacional 

do Petróleo e Minerais (ANPM) to progress Carbon Capture and Storage (CCS) at Bayu-

Undan in the Timor Sea. 

The MOU details the areas the Bayu-Undan Joint Venture and the ANPM, with the support of 

the Timor-Leste Government, will work on collaboratively to test the viability of repurposing 

the existing Bayu-Undan facilities and using the Bayu-Undan reservoir for CCS. These 

include sharing technical, operational and commercial information, assessing the regulatory 

framework, evaluating local capacity opportunities and establishing a decision timeline. 

Santos Managing Director and Chief Executive Officer Kevin Gallagher said: “We believe the 

Bayu-Undan reservoir and facilities have the potential to be a world-leading CCS project and 

we are delighted to be working together with the ANPM and the Timor-Leste Government to 

progress this opportunity. 

“CCS is recognised by the International Energy Agency and the Intergovernmental Panel on 

Climate Change as being a critical technology to achieve the world’s climate goals. Santos’ 

experience with the globally-competitive Moomba CCS project in outback South Australia will 

bring invaluable experience to the project.   

“CCS at Bayu-Undan has potential capacity to safely and permanently store approximately 

10 million tonnes per annum of CO2 and could build a new job-creating and revenue-

generating industry for Timor-Leste. 

“This has the potential to be a win-win; good for the environment, good for industry and 

opening up an exciting opportunity for the people of Timor-Leste, so we look forward to 

progressing this MOU in partnership with the ANPM.” 

ANPM President Florentino Soares Ferreira said: “This is a milestone for Timor-Leste. With 

the signing of the CCS MOU between Santos (representing its Joint Venture partners) and 

ANPM proves that Timor-Leste is proactively taking the lead in integrating its oil and gas 

sector towards Timor-Leste’s commitment of accelerating decarbonization and meeting the 

U.N. net zero target by 2050.  

“Despite Timor-Leste being one of the lowest emission countries in the world, and that the 

Paris Agreement provides waiver or concession to the developing and less developed 

nations such as Timor-Leste; we understand that carbon trading or carbon credits market is 

an integral part of our future economy. We don’t want to miss this opportunity; and I believe 

this will become one of the largest CCS projects in the Southern Hemisphere. This will 

enable both Timor-Leste and Australia to exploit its untapped resources in meeting energy 

ASX / Media Release 
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demands as well as offsetting its carbon emissions and transitioning towards carbon neutral 

economies.” 

Santos has a 43.4% operated interest in Bayu-Undan. The remaining interest is held by SK 

E&S (25%), INPEX (11.4%), Eni (11%) and Tokyo Timor Sea Resources (9.2%). 

Ends. 

 

 

 
This ASX announcement was approved and authorised for release by Kevin Gallagher, Managing Director and 
Chief Executive Officer. 
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From:
To:
Subject: [EXTERNAL] FID on Moomba CCS
Date: Wednesday, 3 November 2021 7:06:35 PM
Attachments: 211101 - Moomba CCS FID.pdf

CAUTION: This email originated from outside the organisation. Do not click links or open attachments
unless you recognise the sender.

Hi 
 
Fyi, better late than never…
 
Please see attached an ASX statement released on Monday afternoon on FID for the Moomba
carbon capture and storage (CCS) project.
 
Moomba CCS is at the forefront of the company’s 3 hub strategy for CCS, with BU the next cab
off the rank
 
Cheers,
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1 November 2021 

Santos announces FID on Moomba carbon capture and storage 
project 

Santos and joint venture partner Beach Energy today announced a final investment decision 

to proceed with the US$165 million (A$220 million) Moomba carbon capture and storage 

(CCS) project in South Australia, with startup expected in 2024. 

Santos has successfully registered the Moomba CCS project with the Clean Energy 

Regulator.   

The Clean Energy Regulator’s CCS method provides a crediting period of 25 years, over 

which period the project will qualify for Australian Carbon Credit Units for emissions reduction 

from Moomba CCS. 

Santos Managing Director and Chief Executive Officer Kevin Gallagher welcomed the 

Regulator’s registration of this globally significant project. 

“This carbon reduction project in the South Australian outback will be one of the biggest and 

lowest cost in the world and will safely and permanently store 1.7 million tonnes of carbon 

dioxide per year in the same reservoirs that held oil and gas in place for tens of millions of 

years,” Mr Gallagher said. 

“We forecast a full lifecycle cost of less than US$24 per tonne of CO2 including cash costs in 

operation of US$6-8 per tonne of CO2, with first injection targeted for 2024. 

“This decision is a critical step in decarbonising natural gas on our path to new low-emissions 

and clean-burning fuels such as hydrogen. 

“It is also an important milestone in our plan for Santos to achieve net-zero Scope 1 and 2 

emissions by 2040.” 

The International Energy Agency’s (IEA’s) Sustainable Development Scenario requires a 

hundredfold increase in CCS between now and 2050 to achieve the world’s climate goals – 

going from 40 million tonnes of CO2 stored each year today to 5.6 billion tonnes in just 30 

years time. 

IEA Executive Director Fatih Birol said recently: “Our numbers show that reaching net-zero 

goals without CCS will be almost impossible.” 

Mr Gallagher said: “If we do not decarbonise the hydrocarbon fuels that still make up just 

over 80 per cent of global primary energy and provide 60 per cent of the world’s clothing 

fibres along with other essential everyday products, then the world will simply not reach net-

zero by 2050.   

ASX / Media Release 

DFAT DECLASSIFIED - COPY RELEASED UNDER FOI ACT 1982 LEX 6224

61



 

 

Page 2 of 2 

Santos Limited ABN 80 007 550 923     

GPO Box 2455, Adelaide SA 5001    

T +61 8 8116 5000 F +61 8 8116 5131 

www.santos.com 

“2050 is only 30 years away and over the last 30 years since the first climate change 

conference in 1992, the world’s consumption of hydrocarbon fuels has increased in absolute 

terms and decreased by only 4 per cent in terms of primary energy share. 

“Santos is already receiving significant international interest in our CCS and hydrogen plans.  

“Just as Australian LNG is valued in Asian markets without their own energy resources, 

carbon storage is now valued because many other countries lack the geological storage or 

land required for nature-based offsets. 

“Australia has a comparative advantage in carbon storage and the Australian Government’s 

focus on CCS and other low-emission technologies is setting the nation up to capitalise on 

our natural assets and become a carbon storage superpower, building on the position we 

have established as an energy superpower over more than half a century. 

“Santos is playing a leading role in driving the energy transition, including our 1.7 million 

tonnes per year Moomba CCS Project in South Australia and our proposed plan to use the 

Bayu-Undan facilities in Timor-Leste to safely and permanently store up to 10 million tonnes 

of CO2 per year once gas production ceases,” Mr Gallagher said. 

Beach Energy Managing Director and Chief Executive Officer Matt Kay said the Moomba 

CCS project would deliver a step change in Beach’s CO2 emissions profile. 

“For more than 50 years, natural gas-filled reservoirs in the Cooper Basin have played an 

important role in delivering Australia’s energy needs, so in many ways it is fitting some of 

these same reservoirs will play a role in reducing Australia’s emissions.” Mr Kay said. 

“Once operational, this Project will deliver a material reduction to Beach’s emissions and 

forms a key pillar of our aspiration to reach Net Zero emissions by 2050. 

“Natural gas will continue to be a critical source of energy, even in a lower carbon future, and 

we are committed to playing our part in reducing our emissions footprint - our participation in 

the Moomba CCS Project is a clear indication of that. 

“I want to thank Project operator Santos for its efforts to date, as well as the Commonwealth 

and State Governments for their support in enabling the Project to go ahead.” 

Santos has a 66.7 per cent interest in the Moomba CCS project and is operator. The 

remaining interest is held by Beach Energy. 

Ends. 

This ASX announcement was approved and authorised for release by Kevin Gallagher, Managing Director and 
Chief Executive Officer. 
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From:
To:
Subject: RE: [EXTERNAL] FID on Moomba CCS [SEC=OFFICIAL]
Date: Wednesday, 3 November 2021 7:22:44 PM
Attachments: 211027-CEO-speech-to-SEAAOC.pdf

CAUTION: This email originated from outside the organisation. Do not click links or open attachments
unless you recognise the sender.

Yes, sorry  – I should have sent them too! See attached, just in case you didn’t see them,

Cheers
 

From:  
Sent: Wednesday, 3 November 2021 4:19 PM
To:  

Subject: ![EXT]: RE: FID on Moomba CCS [SEC=OFFICIAL]
 

OFFICIAL
 
Hi
 
Thanks.  It’s certainly attracted a lot of media coverage!
 
We also read  comments on Bayu-Undan in Darwin last week with
interest.
 
All the best
 

 
 

_______________________________
Director | Timor-Leste Section 
Office of the Pacific
Department of Foreign Affairs and Trade
Phone 
Mobile 
www.dfat.gov.au
Web | Twitter | YouTube | Flickr

 
 
From:  
Sent: Wednesday, 3 November 2021 7:03 PM
To: 
Subject: [EXTERNAL] FID on Moomba CCS
 

CAUTION: This email originated from outside the organisation. Do not click links or open attachments
unless you recognise the sender.
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Hi 
 
Fyi, better late than never…
 
Please see attached an ASX statement released on Monday afternoon on FID for the Moomba
carbon capture and storage (CCS) project.
 
Moomba CCS is at the forefront of the company’s 3 hub strategy for CCS, with BU the next cab
off the rank
 
Cheers, 
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Thank you, Shaun. 

Good morning everyone. 

I’d like to start by acknowledging the Larrakia People as the traditional custodians of the land 

where we are meeting and pay our respects to Elders past, present and emerging. 

It’s a pleasure to be with you again in person for this conference, which is always a thought-

provoking event and comes at an important time in the national conversation just a week 

before the global community comes together for COP26 in Glasgow. 

This year the Northern Territory has been front and centre for Santos.  

Back in March we announced a final investment decision for our A$5 billion Barossa Gas 

Project offshore the NT – the biggest investment in this sector in Australia for almost a 

decade. 

Barossa also paves the way for the A$800 million life extension of Darwin LNG, setting it up 

for at least another 20 years. 

That’s good news for jobs and local business opportunities here in the Northern Territory with 

600 construction jobs, 350 long-term operational jobs and about A$2.5 billion to be spent 

locally. 

I am personally committed to maximising opportunities for Territorians – this will not be a 

FIFO project. 

If your work is here, you will live here – and that will bring more families to Darwin which is 

good for Territory communities and good for our people as well, providing a better work-life 

balance.  

It’s not by chance that we are investing here in the Northern Territory – these job-creating 

decisions can only occur when companies have confidence in the stability of the regulatory 

environment and open, competitive markets. 

Importantly, our industry enjoys bi-partisan support here and that gives us the confidence to 

make these multi-decade, multi-billion dollar investments which will shape the Territory’s 
future. 

Work on Barossa is running on schedule, first steel was cut for the Floating Production 

System’s turret in July, the hull of the FPSO has also now been cut and manufacturing of 

subsea flowlines and trees is underway.  

Cutting first steel for the hull only five months after contract award and three months earlier 

than planned is the result of a huge effort across Santos and our contractors.  

All in all, I’m very happy with how the project is progressing, it’s now 15 per cent complete 
and, pleasingly, within budget. 

CEO speech – SEAAOC 2021   
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This fantastic start to work by the team means we are on track for first gas in the first half of 

2025. 

And the timing could not be better. 

A spike in energy demand as the world opens up after COVID and a supply shortage has 

seen LNG spot prices go to record highs of nearly $US60 per million British thermal units this 

month. 

This has shaken energy markets in Britain, Europe and parts of Asia, reminding everyone 

that gas remains a very important part of the energy mix – and I believe it will continue to be 

so for at least the next two decades. 

This is good for the Northern Territory and good for Australia with Barossa being one of the 

lowest-cost new LNG supply projects in the world – a great competitive advantage to have. 

Building on that advantage, we are also rapidly transforming our business to capture the new 

opportunities that are opening up in low-carbon and clean-burning fuels. 

This includes carbon-neutral LNG cargoes and hydrogen, enabled through carbon capture 

and storage, and nature-based carbon offsets. 

On this front, the Northern Territory is also taking a leading position, announcing at the end 

of September a proposal to fast-track Darwin as an emissions reduction hub. 

Santos is proud to be part of this proposal, partnering with the Northern Territory 

Government, Australia’s national science agency, the CSIRO, and other industry participants 

to assess the viability of a large-scale, low emissions carbon capture, utilisation and storage 

hub based at Middle Arm. 

At the same time, Santos is moving forward with our proposal to repurpose the existing 

Bayu-Undan facilities and pipeline to Darwin as a CCS project starting up in 2025. 

This project would mean more jobs and investment for one of our nearest neighbours, Timor-

Leste, as well as for the Northern Territory. 

It also has the potential to provide a carbon solution by the middle of this decade, unlocking 

other gas resources in the region. 

These resources could underpin low-carbon LNG expansion, the development of a hydrogen 

industry and the attraction of new manufacturing industries to the Territory – where they 

would be close to low-cost gas supplies, close to Asian markets and where they have a CO2 

solution in a low-carbon energy future. 

Importantly, Bayu-Undan CCS is supported by the Timor-Leste Government and I was very 

pleased last month to sign a Memorandum of Understanding with Timor-Leste’s petroleum 

regulator, ANPM, to work together in taking the project forward. 
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The support of the Timor-Leste government and regulator is critical in the development of 

this potentially very large carbon reduction project.  

We are looking at a storage capacity of around 10 million tonnes of CO2 per annum in Bayu-

Undan once production from the field ceases.  

We know we have some of the best offshore reservoirs in the region for gas injection 

because we have injected gas before to improve liquids production. 

Bayu-Undan CCS would store Barossa reservoir emissions from project start-up and could 

provide carbon storage for other resource developments and large emitters in the Northern 

Territory. 

The significant opportunity that exists at Bayu-Undan is attracting strong interest globally and 

I believe, even dealing with multiple governments and joint ventures, that we will succeed 

because the merits of the project are so compelling. 

These include: 

+ Potentially capturing and storing an additional 1.5 per cent of Australia’s carbon 
emissions each year at relatively low cost using proven technology and existing 

infrastructure. 

+ Enabling and accelerating other gas developments and new manufacturing and hydrogen 

industries to Darwin.  

+ Supporting a new revenue-generating CCS industry in a developing country (Timor-

Leste). 

+ Building a new export industry for Australia to complement Australia’s existing trade and 

investment relationships in LNG with future trade and investment in carbon credits and 

clean fuels like hydrogen and carbon-neutral LNG. 

It’s why, in the leadup to COP26 in Glasgow, I’ve been calling for the opening up of 

international carbon markets using Article 6 of the Paris Agreement. 

Article 6.2 allows countries to strike bilateral and voluntary agreements to trade carbon 

credits. 

Australia has a competitive advantage in carbon storage and international trading in carbon 

credits could pave the way for Australia to become a carbon storage superpower – just as we 

have established our position as an energy superpower over the last half century. 

One of the most important outcomes that COP26 could deliver is the implementation of 

Article 6 of the Paris Agreement to facilitate bilateral or multilateral carbon trading between 

countries. 

Carbon prices in some countries are much higher than in Australia, and the ability to sell 

Australian Carbon Credit Units to countries such as Japan and Korea could incentivise more 

CCS projects to be developed, providing scale for a stronger domestic carbon market as 

well. 
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Just as Australian LNG is valued in these markets because they lack their own energy 

resources, carbon storage is now valued because Japan and Korea lack the geological 

storage or land required for nature-based offsets. 

On the other hand, because of its geology, Australia has a global competitive advantage in 

CCS with storage capacity of up to 300 million tonnes of CO2 per year. 

There are now 26 CCS projects operating around the world and storing almost 40 million 

tonnes of CO2 each year. 

One of the biggest of these is Chevron’s 4 million tonnes per annum project at Gorgon here 
in Australia.  

Very soon I am hoping to be able to make a final investment decision on Santos’ 1.7 million 
tonnes per annum project at Moomba in South Australia. 

Moomba will also be one of the biggest CCS projects in the world. 

The IEA’s Executive Director Fatih Birol recently said that reaching net zero goals without 

CCS will be almost impossible.  

In fact, the IEA says we will need a hundredfold increase in CCS by 2050, going from 40 

million tonnes a year today, to 5.6 billion tonnes.  

This is because CCS is the only way to reduce emissions from hydrocarbons at scale. 

With 80 per cent of global primary energy still coming from hydrocarbon fuels – roughly the 

same as 45 years ago – we must focus on making these fuels cleaner and eventually zero-

emissions. 

In 1992 when the first global climate conference was held, 87 per cent of primary energy 

came from hydrocarbons – today it is down to 83 per cent, but in absolute terms we are 

consuming more hydrocarbons today than we were 30 years ago. 

So, you can see there remains a huge disconnect between the world’s climate aspirations 
and our energy consumption patterns. 

Energy transitions take a long time to achieve and we need to be careful about expectations 

– there are still almost a billion people today who still burn wood, dung and charcoal over 

open fires. 

All forms of modern hydrocarbons and the technologies that use them are cleaner than that. 

Renewables alone cannot replace hydrocarbons in many uses beyond electricity. 

This includes direct heating, the feedstock for the fertilisers at the heart of our modern food 

production system, the feedstock for the synthetics that provide about 60 per cent of the 

world’s clothing fibres – not to mention building products such as cement and poly pipe as 
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well as the plastics which are endemic in our everyday life such as milk bottles, toothpaste 

and bread wrappers. 

So, over the next 30 years the world will continue to demand fossil fuels.   

Barossa is a good example – we have already sold that gas on a 10-year supply and 

purchase agreement.  

Therefore, zero-emissions technologies like CCS that make hydrocarbon fuels cleaner are 

essential to meet the world’s emissions reduction targets and start the journey to a clean 

hydrogen future.   

The IEA’s recent Net Zero Report predicted that 50 per cent of natural gas produced in 2050 

will be used to make hydrogen.   

Earlier this month, US company Air Products announced FID on their US$4.5 billion 

hydrogen project in Louisiana which is set to be one of the world’s largest blue hydrogen 
schemes so far.   

Hydrogen made using electrolysers that harness the sun’s energy – known as green 

hydrogen – uses twice as much water as hydrogen from natural gas. 

And, to meet IEA forecasts you would need more electricity than the total available in the US 

and China today, combined, along with enormous amounts of land.   

The goal is to get rid of emissions, so it doesn’t matter at the end of the day whether you use 

natural gas or the sun to make zero emissions hydrogen and you can call it whatever colour 

you like.  

Affordability is also a key goal – we must take into account the price that our customers will 

pay.  

If we look at the costs today, the IEA in their recent report on the role of low-carbon fuels in 

the power sector have green hydrogen costing at least three times that of hydrogen made 

from natural gas with CCS. 

The IEA report finds that natural gas with CCS is currently the lowest-cost production route 

for low-carbon or clean-burning fuels. 

This cost advantage is what positions hydrogen made from natural gas with CCS so strongly 

– and don’t our opponents know it!  

The price is realistic and on the horizon can be competitive, whereas other types of hydrogen 

have a much longer lead time to become cost- competitive. 

If we look at current prices in Australia, hydrogen made in Moomba from natural gas with 

CCS would be about A$14 per gigajoule before transport.  
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Green hydrogen made at Port Kembla would be at least A$38 per gigajoule before transport 

– a price Australian manufacturers could not pay.  

So very similar to the IEA’s estimate of a threefold price differential with green hydrogen. 

This significant price barrier is why at Santos we are embarking on a very deliberate strategy 

to build our clean hydrogen strategy first through natural gas and eventually transition to 

renewable hydrogen technology. 

This journey will be completed over the decades to come.  

According to a recent study for the Clean Energy Finance Corporation, natural gas with CCS 

produces the lowest-cost clean hydrogen in Australia right through the 2030s until the costs 

of hydrogen made with electrolysers becomes cheaper. 

I believe the oil and gas industry has a competitive advantage in CCS and clean hydrogen 

production because we understand how to safely produce, process, store, transport and 

distribute flammable gaseous products. 

We have the infrastructure, and existing customer base, safety protocols and the expertise 

that comes with more than 60 years of experience.  

Just last week, former Australian chief scientist and current Special Adviser to the Australian 

Government on Low Emissions Technology, Dr Alan Finkel said “Blue or green, our future 
with hydrogen is bright.” 

In Dr Finkel’s commentary he specifically highlighted the importance of CCS and called out 

those trying to differentiate hydrogen by colour. 

He said, “The existing colour code that refers to blue, green and other colours of hydrogen is 

emotive rather than focused on the only thing that counts: atmospheric emissions of carbon 

dioxide.” 

In closing, as I said earlier this year when I announced the Barossa FID and Darwin life 

extension, Santos has locked in our long-term commitment to the Territory. 

With much more activity to come in the lead up to Barossa first gas, preliminary civil work to 

prepare for the Darwin LNG life extension project has commenced. 

We have also been working onshore in the McArthur Basin, drilling a horizontal well at 

Tanumbirini that encountered excellent gas shows.  

A second well, Tanumbirini 3H, was spudded from the same drill pad on 23 August and we 

are looking forward to production testing of both wells which will prove up the potential of this 

exciting basin.  

As always, there is plenty going on and I look forward to the week’s discussion as part of this 
very important week for our industry and the Northern Territory more generally. 
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I hope to get around and speak to as many of you as possible over the coming days.  

At Santos, we strive to be a part of the communities where we operate. We will do the right 

thing, protecting water and the environment, and we are committed to supporting local 

employment, local businesses and Indigenous communities in everything we do. 

Thank you. 

 

DFAT DECLASSIFIED - COPY RELEASED UNDER FOI ACT 1982 LEX 6224

71



s22(1)(a)(ii)



Pages 73 - 77 (incl) exempt in full - s33(a)(iii) and s33(b)



From:
To:
Subject: [EXTERNAL] Santos - DFAT catch up details
Date: Wednesday, 1 June 2022 1:34:42 PM

CAUTION: This email originated from outside the organisation. Do not click links or open attachments unless you
recognise the sender.

Hi 
 
Thanks for the call.
 
Santos meeting attendees for tomorrow will be myself and 

 
We are hoping to provide a general update on the project and our plans.
 
Hope that’s helpful.
 
Kind regards
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