


Santos Ltd acw oo sso s2a
WHM.MMmmm1m.Mmuummdmmsm
Exchange Lid and also the New Zealand Exchange. Santos American Depository Receipts issued by Morgan
Guaranty in the LISA are sponsoned and are quoted on the NASDAG system in the USA.

Santos is a world scale specialist oil and gas company with
assets of over $4 billion and annual production of over 40 million
barrels of oil equivalent (boe).

The company’s business is exploring for and producing gas,
natural gas liquids and oil, and supplying it to domestic and
international customers. On current market capitalisation
it is one of the world's top 20 independent exploration and
production companies and one of the top five listed in the Asia
Pacific region.

The core of Santos’ business is a majority working interest in
mcmmmmlmwmmmhmm
Australia. Santos produces gas, ethane, oil and gas liquids from
tha Basins and is the operator of production and exploration
operations.

The company is also involved in exploration and production
in the United States, the United Kingdom, Indonesia and
Papua New Guinea. (The company has recently sought offers
for the disposal of its interasts in the United Kingdom).

Santos is cumently undergoing a major expansion phase
involving a range of development projects, increased business
opportunities and the largest exploration program in its history.

United States
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Operational Highlights
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Key Financial Results

Earmnings before interest expense, foreign exchange and tax

$357.2m

Earmings bafore interest expense and tax

$382.2m

Profit attributable to shareholders after tax

$185.9m

Cash flow from operations

$460.Tm $413.1m

Exploration and development expenditure

$377.2m

Eamings per share

35.3 cents 35.4 cents

Dividends per share (fully franked)

25.0 cents 24.0 cents

Total shareholders’ equity

$1,919.0m $1,586.3m

Return on average shareholders' equity

11.8% 12.6%

Nat debit/sharsholders’ equity

58.1% 58.2%

Met interest cover (times)

1997 producticn wolum
1947 operating profi
Ol fsld devdsdopmants 1o procead 1o achieve Santoas’
scheduled 1998 start up dates.
s 10 be dnlled

1 of gas to South East Oueansland cusiomerns

neraass in production of 4.8%
Increase in operating profit of 5.3%
Oil fisld developments ganarally
procaadad (0 Sehadue

112 gxplorahon wells dnllad

Commenced gas delvery in 1997




Chairman’s Overview

J A Uhrig = Chairman

The Year in Review Shareholder Returns
The operating profit achieved in
1997 was a record 5206.2 million.
Production reached an all-time high
of 41.1 million boe. The total return
to shareholders during the year

was 32.5% (capital appreciation plus
dividends).

Share Market
Capitalisation

Shareholder Returns

Board of Directors




Peoaple

Conclusion

Environment

Chairman



‘,\; Managing Director’s Review

' N R Adler - Managing Director

Earnings

Santos achieved record earnings in

1997, reflecting record production and

sales revenue. Net profit after tax

increased by 5.3% to $206.2 million. Wide Range of Opportunities
This compares with a result of i

$195.9 million in 1996.

Earnings per share were 35.3 cents « Max
compared with 35.4 cents in 1996.
Cash flow per share increased from « |
74.6 cents to 78.9 cents and total
operating cash flow increased by » |

11.5% to $460.7 million.

Development Spending

South Australia

Reserves



Queensland and Northern Territory

United States

Offshore Australia



Managing Director’s Review continued

South East Asia

Investments

QCT Resources Limited

Setting Priorities




Other Investments

Production and Earnings Outlook

Managing Director



Review of Perf

Petroleum engineers and drilling personnel conducting a site visit in South West Queensland.
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Drilling Challum-7 in South West Queensiand.

In 1988 a development drilling program will
follow the successful 1997 exploration program

in South West Queensland.
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Review of Performance

Financial Performance

During the year sales revenue increased
by 6.8% to $778.5 million. This resulted
from record sales volumes.

Increased revenue from increased gas
and condensate production more than
offset reduced revenue from sales
of crude oil and LPG.

Earnings Before Interest Expense,

Foreign Currency and Tax

Sales Revenue
and Expensas

\_'-"'/.

Operating Expenses

12



Het Debi

Operating Profit After Tax B

Cash Flow
“ear 2000" Issue

Balance Sheet
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Review of Performance

Exploration and Development

Record exploration results were .
achieved in 1997. Expenditure of
$190 million generated 135 million

boe of proved and probable reserves
Exploration

for an industry-competitive finding cost ParTormancs

of $1.41/boe. Santos’ five-year average

finding cost is §1.43/boe. The program

achieved an overall success rate of = ——
65% (64% on wildcat wells and 71%

on appraisal wells). — '

N

Walls Deillad Successful Wells  Succoess
Aate
Gas Gl Gias (]l %%
Tatal a2 20 BT G 65
.\.__ _../ Santos' Exploration Strateqy

1997 Exploration Highlights *

N

Weolls & milhion

H\I—ﬂtm 117 ED-'E;J
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Operating,
DI"\':"|-.'§I|.:III!I_'HI and
Findmg Cosis

1998 Exploration Program

Technology

Proved and Probable Hydrocarbon Reserves®

Sales Gas

{imncd gkhane)

Pd

Grude D
rmullicn
bamels

Condensale
al sl y]
barrels

LG
oo

tomnes

--\\q
Total

million
b

Air Drilling

Fracture Stimulation
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Review of Performance
Exploration and Development continued

Reservies

reased by 148 7 I Resources

1887 Business Linit

Reserves
Production
i ! 29 ] i Group Production -\I
: Pl T 19497 196065
wales as (P 172.2 167.0
“rucia O fmd barmeds 6.0 r
B - ha e 2-5 _. .._\,
LPG 000 tonnas) 2636
\;I’l:rlnl (million boe) 1.1 .1'-_'.:_/)

Santos Proved and Probable Reserves

Increased Gas Potential
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Total Gas Sanioa’

Reserves in Share

Santos of Gas

AZfesge Aeserves

Total B8T0 38T0

Uncontractod
Gas in
Santos”
AT

370

Santos’ Interest in Uncontracted Gas Reserves™ PJ as at Dec 1997

Santos'

Sharo of
Uncontractod
Gas

15ED

Barrolka Complex

Mappamerr Trowgh

Total CooperfEramanga Basins
Gas Reserves (Gross)

[
|

Development Expenditure

% million

Q:'I:ll E-BEJ)
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Review of Performance - Business Unit Summary

1987 Exploration Activity

Queensland & Northern Territory

Offshore Australia

South East Asia
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1997 Development Activity

Acthity undertaken to meat increased contractual delvery
requiraments. A recond number of fracture stimulation
treatmenis performed 1o increase gas deliverability.
Simhola drilling technology togather with monobore well
complation infroduced as a mone cost effectve way

of driling and compiating néw gas wells.,

Astnaty focused on Soulh West Queensland for the
forthcoming Gas supply commitments.

Upgracng of tha Ballera gas peocessing plant.
Challum figdd desalopment commenced.

Stokes field development and Yanda field expanson
Creation of gas storage fachibes using the Chookoo
Hurthor resansr,

The Stag (Camarvon Basin) and Blang/Makatua (Timor
Gap) o fiskd development projects continued. Production
expected 1o commence mid- 1288

Devalopmant of tha Kakatua North ol field sanchonad,
Kakatua North 10 ba tied into Blang/Makatua,
Development feasibility studies on Bayu-Undan and

In the Gl of Mexico, West Delta 152 and Mississipm
Caryon 35T devslopad.

Devedopment approval granted for bath the Bantt and
Puwrce oil fislds in the Canfral North Sea.

The rmagor activity undertaken during 1997 was the
SE Gaobe od fisld development project. First ofl from
SF Gobe schaduled for the second quarter of 1998,

1998 Exploration and Development

28 gas and two ol walls scheduled 1o be driled as part
of the accelerated axploration program [AEP),

The AEP aims to establish new oil production and to
book substantial gas resenves,

Developmant of the Patchawarra East gas resource
1o continua with gas forecast to flow into the Moomba
facilities by mid-1908,

21 gas and 11 ol wells scheduled to be driied.

The program to contnue 10 focus on gas.
Devalopment to include 1he ongoing South West
Quoensiand gas project. gas development in central
Cusensiand, and prospects in the MNortham Tesritory.

Three gas and 10 oil wells scheduled 10 be driled.
Program to targed locatons offshone Wastern Australia
and focus on oil. Emphasis to be upon emenging and
non-comentional ol plays.

Development actaty includas the compsston of the Stag
and ElangKakatua developments, an East Spar
development well and Bayu-Undan pre-gdevelopment,

Actadty 10 focus on the Texas/Lowsiana Gul Coast ang
e Gull of Mexico., 31 wells are plannad,

Potental exists 10 acquire additional Bocks m tha 1988
Central Gulf of Maxico Lease Sale

1898 dovelopment spending focusad on complation of
thr Ban#t and Perce development projects and Guilf of
Maxico dissopment

Four wells schadulad 10 be dnlled in Papua New Guinea
in 1998, Seismic programs in this region 1o also continue.
Devalopment activity in Papua New Guinaa in 1998 1o
focus on complation of S3E Gobe,

In Indonasia, throe of and two gas wills scheduled 10
be drillad, Both onshors and ofishom ssesmis programs
to ba undartaken.

19
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Review of Performance

Human Resources

The expertise and input of Santos’
highly qualified and experienced
employees was a significant
contributing factor to Santos’ 1997
results. The focus of human resource
management continues to be

on recruiting the best possible people,
ensuring appropriate training and
maintaining a program of performance
improvement in line with the company's
business objectives.

Recruitmant

Performance Management and Improvement

Employee Share Issue

Health and Safety

South Australia Busirn

a A

1855 Unit



Queensland and Naorthern Territory

Bu=sinegss Unit

South East Asia Business Linit

‘& % =] T I
OHshore Austraba Busnass LUnik
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Review of Performance

Environmental Management

1997 has presented Santos with
challenges in the fields of
environmental management and
cultural heritage.
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The Offshore Australia Business Unit development and operations team.

24 Santos Lid



The East Spar Gas Plant in the foreground

on Varanus Island (Carmarvon Basin) off the
north west coast of Australia.




Business Unit Overview

South Australia

Offshore Australia

South East Asia

26

Operational Profile

Cooper/Eromanga Basing

(South Australian section)

. i i

T LT

Fort Bonython Liquids Processing Flant
L] | 1 i

Otway Basimn

Coopor/Eromanga Basins

[South West Queensland section)
iy

L i

Surat/Bowen Basing

L ! i .

Amadeus Basin

Exploration acreags

T it = i
L i = |

Froduction
[

United States

United Kingdom

Papua Noew Guinea
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Operations

Production:
Sales Gas + Ethana (PJ)
Crude Ol (MMbbis)
Condansate (MMbbis)
LPG ("000 tonnas)
Total (MMboe)
Reserves (MMboe)

Production:
Sales Gas (P.J)
Cruce Od (MMbbls)
iCondensate (MMbDDIS)
LPG ['000 tonnas)
Total (MMboe)

Reserves [MMboes)

Production:
Salas Gas (PJ)
Crucde Od (MMBbis)
Condensate (MMbbis)
LPG ['000 tonnes)
Total (MMboe)
Reserves (MMboe)

Production;
Sales Gas (P.J)
Crude O (MMBbis)
Condensate (MMhbbis)
LPG [('D00 torms)
Total (MMboa)
HAeserves (MMboa)

Reserves (MMboe)

1997
105.0
25
1.4
196.9
2.5

1597
501
31
0.7
6&.T
12.89

1997
6.7
1.1
0.4
0.0

214

1950
101.0
2.6
1.4
208.3
231

- AL

1906
a2
3.3
0.7
TE.B
12.2

1996
0.2
1.5
0.0
0.0
1.5

19406
1.6
0.3
0.1
0.0
2.4

1996

Strategy

The aim of the South Austrakan Business Unit 1S to
continue 1o grow its business by acting on the
opportunities which arisa in Austraka’s growing gas
anaronmeant,

To achieve this am the Business Unit has formulated a
strategy based on active exploration, development and
gas marketing.

Theough extensive axploralion and davelopment Santos’
slrategy s 10 increasa i level of gas resenves in this
regpon wiech, combinad with supporing infrastructure, wil
anable Sanmtos 1o take achantage of a growing demand
for gas, together with associated kqueds products. Active
gas marketing wil further rainioncs this strategy.

Growth through exploration and developmant represents
the core componant of the Offshone Australia Business
Unit's stratagy. Beyond commitment to development of
undeveloped rasarves the long-term growth strategy of
the Business Uinit is exploration driven.

Foficnaing the announcement of the Group's proposad
safe of its Uk mterests, the Group plans to increass s
focus in its key ameas n the USA, waih the emphass on
acquisitions, exploration and development i (he Gul of
Mexico and the adiacent Texas L ousana Guif Coast area.

Tha South East Asia Business Uinit's strategy is to
conlinua 1o grow the company's business acthities in
Papua New Guinaa and Indonesia. In Papua New Guinea
the company’s focus is on il whils in Indonesia the:
company's primary stralegy is to target of exploration bt
will 00k gas exploration close 10 axisting markets and
contres of ndustrial devalopmant.

27



28

Business Unit Overview
South Australia Business Unit

1997 Highlights
* Gas contract signed with Incitec
Limited.
* Gas contract trade praclices
authorisation appeal upheld.
* Third-party product processing
commenced at Port Bonython.
* Continuing tenure granted over Product Processing at Port Bonython
Nappamerri Trough (refer page 17).
* Successful accelerated exploration

program continued (refer page 18).

Production

Business Development -
. : @ South Australian Acreage
Gas contract with Incitec Limited

Gas Contract Authorisation Appeal Upheld

=
=
=



Business Unit Overview

Queensland and Northern Territory Business Unit

1997 Highlights

* Delivery of first gas from South West
Queensland to Brisbane.

* Upgrading of the Ballera Gas Plant.

= Contract signed for the sale of gas
from Mereenie field in the
Northern Territory.

= Largest conventional gas discovery
in Queensland (refer page 17).

= Successful gas exploration program
(refer page18).

Production

Business Development @ Barrolka Complex -

South West Queensland
Gas Supplies to Brisbane Customers from "

Saouth West Queensland Commeance

| | BB

Mew Mereenie Gas Contract

Upgrade of the Ballera Gas Plant

29



Business Unit Overview )
Offshore Australia Business Unit

1997 Highlights

1997 East Spar Contracts

* Total production increased for the Contract Quantity Commencomen
first time since 1990. | | s e

* Progress of the Stag and RS e
Elang/Kakatua oil development Fietcher ChaBenga Energy
projects. Wastern Power Corporation 2

* Development approval granted for l\"'
the Kakatua North oil field. Bayu-Undan feasibility studies commence

» Three gas sale agreements reached ity Evalua i
for East Spar gas. : e

» Commencement of Bayu Undan
feasibility studies.

* Acquisition of East Spar interests
from WMC Petroleum (refer page 7).

* Five hydrocarbon discoveries from . Timor Gap Acreage

nine exploration wells (refer page 18).

Production

Bar of fuction mcragasad o 2 6 m n Boa

. indonesia
Business Development z

Stag and Elang/Kakatua oil field

development projects

Tarritory of

Ashmore &
Cartier
Islands

(=t i g B iR T nclar cloa

Fakatua Morth davelopment approval .-'"-

i . ’ - § ' i
T [ r 1 L= |- A (="} T e - i
1 - | 4 o U T i i Purdladi il

Wesatern Australia

E.'!'-[ ?III I l§|.|'. sale agrecments

|
=
=
]
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Business Unit Overview

Americas and Europe Business Unit

1997 Highlights

usa

* Review of existing USA operations.

* Development of two Gulf of Mexico
properties (WD152 and MC357).

* Increased acreage position in south
western Texas. 15 wells were
completed for production in
this area.

* Successful participation in Gulf of
Mexico lease sale (refer page 14).

» Successful exploration program
undertaken (refer page 18).

= EI335 discovery in Gulf of Mexico
(refer page 18).

UK
» Approval and initiation of the Banff
and Plerce oil field developments.

Production

Business Development

Oklahoma |

30 {l_\—lr‘_'—_l_
e o e

-3 ,,4_} Arkansas |

— — L

L J
‘ Louisiana f'

Texas

> o 1]

- Mississippi)
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Business Unit Overview

South East Asia Business Unit

1997 Highlights

« Creation of the South East Asia
Business Unit following the
acquisition of MIM oil and gas assefls.

Papua New Guinea

* Further progress on SE Gobe oil
development project (refer page 19).

« Commencement of Group operated
seismic programs in a number of
permits. This activity will continue
through to the second quarter of
1998 and lead to the drilling of a
number of wells in 1998 and 1999
(refer page 18).

Indonesia

+ Awarded interests in two PSCs.

*» Awarded Operator status in both
the Bentu and Korinci-Baru PSCs.

« Farm-in in the Warim PSC.

Business Development

Awrard of interests in Production
Sharing Contracts

Interests acquired in Inan Jaya

RE0



Santos Limited and Controlled Entities

Ten Year Summary ... o....

Profit and Loss &

Operating profil before abnormal ilams

Operating profil after 1ax belore abnormal ilems

Dpemlmg profib loss) after tax and
abnormal ilams

Prohityloss) aftributable o shareholders

Balance Sheet ¢

Exploration

Capltal Expenditore :

Share Information

¥

Sare Plam

BOT. 3
S83.7
25.0

151.3

Ratios and Statistics

35.3
35.3
24.0
10.7
581

5.4

General

1.615
Bo, 459
3.826.1
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Santos Group Interests ...

South Australia

. - (] B . ] N
PELs 5 & ¢ 56, 7500 SA Linit and Downsiream
Falchawaima East ik

Cueensiand
South-West Queensiand Boma cont.
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1 i | i L] .| Bl
Surat Basin
Southern Surat
|-|..|
¥
I B i ;
Facilities
Roma Wn
1 .I
i4 [
Victoria
I.-I.-:' v L ! ..:l.
! | . '_ 1 . X
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Offshora Northern Australia
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Corporate Governance

Corporate Governance Statement

Board of Directors and its Committeas

Composition of the Board
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Independent Professional Advice

Audit Committee

Remuneration
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Corporate Governance continued

Risk Management

L] L] L] L] - -

Ethical Standards
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Board of Directors

John Allan Uhrig Peter Charles Barnett Jahn Walter MoArndle

Robert Strauss

Michael Anthony O'Leary

Norman Ross Adler
b Stephen Gerlach
lan Ermest Webber

Professor Judith Sloan
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Glossary

air drilling
appraisal well
barmel/bbl

Bod

bopd
the company
D.D&A

development wall
exploration well

farm-out {farm-in)

fracture stimulation

hydrocarbons

LPG

Mbbls

MMbbls

MMboe B
monabare well
petrobeum hquids

Pd

PSC

resendes

i SEryLer

Santos

SOISMIC SUNVEY
slim hale dnlling
stratigraphic trap
Td

weilldeat wall
ZOGA

hoe convarsion factors
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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 ol tha Corporations
Law for the year ended 31 December T'E‘ETﬂndiEﬁﬂmﬂpanladhyllmme Elﬂtemen'tﬂfnrthapeﬂﬂdaﬁhﬂcﬂﬂpﬂw
and the entities it controlled from time 10 time during the period (“economic entity”) and the information appearing on the
nngﬂﬁspuﬂadhmhufm#mﬂﬂapm,umchammmmadaspmmlhampm:

1. Directors, Directors’ Shareholdings and Directors’ Meetings

The names of Directors of the Company in office at the date of ths 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:

Surmama Crner harmeg Srarpholdings in Sanbos Lid Gumarmg Ot Mames Shanghoichings n Santos Lid
Boreficial  Mon-Banoefiool Beraficig  MNon-Benafcul
inbrmst rtrest imorost inzerel

Uheg John Allan 16,875 Mcardie  John Walter 516,732 ar.ea

(Chasrmmanj [Expcutve Dinecton
Ao Morman Ross B55,000° . O'Leary  Michasl Anthomy 4,725 -
(Managing Director Sloan Juchith 1.126 =

Bamett  Peter Charles 16,250 - Strauss  Robent 11.250 .

Gerach  Stephen - 7,305 Wabber  lan Ermest 26,250 .

Except whomne othenwise indicated, all sharaholdings are of fuly paid Mr lan David Francis Calinan resigned as a Deector of the

ordinary shares of 25 canls aach, Company at the end of the year.

* Includes 610,000 partly paid Exacutive Share Plan Shares,

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

Mo Demctor holds shares in any nelated body corporate, ofher than

in trust for the Compary,

Pursiant to the Santos Executive Share Option Plan, approved by sharehoiders at the Annual General Meeting of the Company heid on
15 May 1997, 500.000 Ogtions, each to subscribe for one ordinary fully paid share, have been issuad 1o the Managing Director,

Mr N R Adler. and a further 350,000 such Options have been ssued to the Executive Director, Mr J W McArdia, all of which Options are
hesld banabcaily.

Detais of the qualfications, exparienca, othar drectorships and special responsibilites of each Director are 5t oul on page 33 of this
Annual Report.

Nomanatsan and
Currami Ceher Mames Dewractors’ Mostngs At Comimitiog Erenirrantsl Commftes  Aamunaration Commithes
Mo, of Mo, of oo, il Mo, of Mo, of Mo, ol Bio, of Mo, of
hleatings Minatings dAnestings Mloetings Mesatngs Mnsngs Eoatngn heatngs
Ablonched Hisle* Attpnciad Hiscl Adhprdioc) Huded™ Anencad Hele™
Litwrig <ohn Allan 10 1" 3 3 5 5
Adier MNeeman Ross 10 1 3 4 3 4
Bamatt Peter Charles 11 11 4 4 5 5
Cainan  lan David Francis 11 11 5 5
Carlach Stephen 8 11 4 4 a a g <]
McArdia  John Walter " 1
O Leany hchimed ANty 10 11 5 5
Sioan Judith g 11 5 3]
Strauss  Robert T 11 5 5
Webbaer  lan Ermest g 11 2 4 5 5

* Roflocts the numbar of meatings held dunng the fime the Direclor hald office duning the year
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Special committees for the Fights Issue (comprising Messrs P © Barett, S Gerlach and | E Webber) and for the Executive

Share Option Plan (comprising Messrs J A Uhrig and | E Webber) each held one meeting and were attended by all Directors
who were members of those Committess,

As at the date of this report, the Company had an audit committes of the Board of Directors.
mﬂmwhmlﬂmmmmmmgmaﬁmmmmmﬁw.

2.Principal Activities
The principal activities of the economic entity constituted by the Company and the entities it controlied from time to time
during the year were: patroleum exploration; the production, treatment and marketing of natural gas, crude oll,

condensate, naphtha and liquid petroleum gas; and the transportation by pipaline of crude of.. No significant change in
the nature of these activities has occurmed during the year.

3.Consolidated Result

The nat amount of Consolidated Profit of the aconomic entity for the year ended 31 December 1997 after providing for
income tax was $206.2 million,

4.Dividends

In respect of the year ended 31 December 1987

(a) the Directors on 11 March 1998 declared a fully franked final dividend of 13 cents per fully paid share be paid on 30
April 1998 to members registerad in the books of the Company as at close of business on 8 April 1998 and declared
that such dividend be a Class C frankad dividend to the extent of 100%. This final dividend amounts (0
approximataty $78.7 milion; and

(b} a fully franked interim dividend of $72.6 million (12 cents per share) was paid to members in November 1997,

A fully franked final dividend of $69.9 million on the 1996 results (13 cents per share) was paid in May 1997. Indication

of this dividend payment was disclosed in the 1996 Annual Report.

5.Review of Operations
A review of the operations and of the results of those operations of the economic entity during the financial year are
contained in pages 4 to 8, 12 to 19 and 28 to 32 of the Report to Shareholders forming part of this Annual Report
("Report to Sharsholders®).

6.State of Affairs

In the opinion of tha Directors, there were no significant changes in the state of affairs of the economic entity that
occurmed during the financial year under review other than those referred to on pages 2 and 3 of the Report to
Shareholders including those relating to the acquisition of certain petroleum assais of MIM Holdings Limited and WMC
Resources Limited and the one for eight renounceabie rights issue (rafer Note 18 to the Financial Statements).

7.Subsequent Events
Other than as referred to at Note 35 to the Financial Statements, in the opinion of the Directors there has not arisan in

the interval between the end of the financial year ended 31 December 1997 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
thosae operations, or the state of affairs of the economic entity in subsaquent financial years.

8.Future Developments
Cartain likely developments in the operations of the economic entity and the expected results of those operations

subsequent 1o the financial year ended 31 December 1997 are referred to at pages 9, 14, 15, 17, 19 and 28 1o 32 of
the Report to Shareholders. The Directors believe, on reasonable grounds, it would be lkely 1o 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.
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9.Directors’ Interests and Benefits

(a) Directors have declared interests in contracts o proposed contracts with the Company by virtue of their association
with the companies specified in the statement setting out particulars of the qualifications, expenence and special
responsibilities of each Diractor on page 39 of this Annual Report. Some of these coOmpanies have transactions with
the Company in the ordinary course of business.

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

(c) Other than as set out in paragraphs 10 and 11 of this report and, in accordance with ASC Class Order 97/2348,
Notes 26 and 27 to the Financial Statements, no Director of the Company has received or become entitied to recenve
a banefit such as would be required to be reported pursuant to Section 3089 of the Corporations Law.

10.Share Options

The Santos Executive Share Option Plan was approved by shareholders at the Annual General Meeting of the Company
held on 15 May 1997, Full details of the Plan are disclosed in the section titled “Santos Executive Share Option Ptan” in
Mote 19 to the Financial Statements.

During the financial year anded 31 December 1987, the Company granted 5,550,000 options 1o 39 exacutives under
the Plan, including 500,000 options to the Managing Director, Mr N R Adler and 350,000 options 1o the Executive
Director, Mr J W McArdie. For further details of the options granted 1o these Directors, refer to the section titled “Santos
Executive Share Option Plan”™ in Note 19 to the Financial Statements.

No options have been exercised up 1o the date of this report and at the date of this report there are 5,550,000
ordinary shares uncler option.

The names of persons who currently hold options in the Plan are entered in the register of options kept Dy the
Company pursuant to Section 216C of the Corporations Law. The register may be inspected free of charge.

Pursuant to ASC Class Order 97/1011 dated 9 July 1997, the Directors have taken advantage of relisf available from
the requiremant to disclose the names of persons, not being Direclors, to whom options are granted and the number of
options granled 10 each person.

There are no unissued shares under option as at the date of this report, other than those referred to above. These
options do not entitle the holder to participate in any share issue of any olher body corporate,

11. Indemnification :

Article 177 of the Company's Articles of Association provides that the Company indemnifies each person who 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 corporate) arising from their position as such officer, unless the liability anses out of conduct involving a lack
of good faith. The Company has insured against amounts which it is liable 10 pay pursuant to Article 177 or which it
otherwise agrees to pay by way of indemnity. Article 177 also provides for an indemnity in favour of an officer or auditor
in relation to costs incurred in defending proceedings in which judgment is given in their favour or in which they are
acquitted or the Court grants rebel.

During the financial year, the Company, In conformity with Article 177, entered into Deeds of Indemnity in favour of
each of the Directors referred to in this report, who held office during the year, and the Secretary referred to at page 77
of the Report to Shareholders. being indemnities 10 the full extent permitted by law. Similar Deeds of Indemnity wera
entered into by the Company during the financial year in favour of certain General Managers of the Group. Thera is no
monetary limit to the extent of the indemnily under those Deeds and no lability has arisen thereunder as at the date of
this report other than in respect of the legal costs referred to below,
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As at the date of this report, legal costs of $613,687 have been paid by the Company in defending cartain —\]
proceedings in relation to termination of employment brought by a former employee against the Company, the Managing
Director, Mr N R Adler, and other Group employee defendants, Dr J D Armstrong and Mr S G Gibson. Thesa costs,
which insofar as they relate o the three personal dafendanis have been paid pursuant to the terms of the above Deeds
of Indemnity, have not been apportioned amang the Company nor the three indemnified personal defendants and

therefora it is not possible to determine the amount paid on behalf of each of tham.
12. Rounding

The Company is a company of the kind referred to in ASC Class Order 97/1005 dated 9 July 1997 and accordingly

mmmhhmammmhmﬁmmmmmmmmmm
thousand dollars, unless otherwise indicated,

This report is made out on 11 March 1998 in accordance with a resolution of the Directors.

J'A Uhng, Director N R Adler, Director
11 March 1888
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Preiiit and Loss Acet

for the yaar encied 31 December 1907

< |:'-J-
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Consalidated Santos Lid
1997 1996 1897 1596
Mate Smillion Smilkon Smillion Smillon
Sales revenue 778.5 720.2 376.0 3387
Other revenue {Z) 81.0 T4.8 119.0 186.1
Operating revenue 859.5 804.0 495.0 5248
Operating expanses (270.4) (235.0) (117.4) (120.1)
Deprecsation, deplation and amortisation (3 (216.2) {211.8) {94.6] (84.5)
Ntares! axponse {4) (54.2) {50.3) {42.1) 623
Foresgn currency gains (5) 36 25.0 - n
Operating profit before income tax B 3223 3319 240.9 2579
Incomse tax attributabile to operating profit rd] (116.1) (136.0) {53.3) {46.7)
Dperating profit after income tax attributable
to the shareholders of Santos Ltd 206.2 1959 187.6 217
Retained profits at the beginning of the year 283.7 2168 173.2 90.5
Total avatable for appropration 489.9 a12.7 360.8 302.2
Dividends provided for or paid &) {151.3) (128.0) (151.3) (120.0)
Retained profits at the end of the year 338.8 2E3.T 208.5 173.2

'I"I-.E.Trh-nﬁla‘ﬂLn&:s..ﬁu:c::-.rﬁ;ﬂtnnulmﬂmmimm'.nmmﬂm:nﬂ!mmmmmﬂpwm
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Santos Ltd and Controlled Entities

=,
i
i

Balance Sheets

nt 31 Dooomber 1807

Consoliciated Santos Lid
1847 1964 1997 1506
hata Emillion Lrillion Smillion Smillion
Currant assots
Cash 100.8 182.0 30,6 7.0
it = 118.6 130.4 2123 224.3
Inventories {10y 74.8 726 38.3 38,1
Total current assets 304.2 55,0 281.2 2694
Mon-curmsnt assats
Recenanies 2] 0.5 46 0.5 48
Irvestmants (1) 389.7 3897 1,910.6 1,810.3
Exploration and developmant expenditure (12) 2,139.9 1,682.3 705.7 600.8
Land and buldings, plant and equspment 13 1,084.4 8141 513.4 4838
langies (14} B2.6 T1.6 i =
Oither {15} 4.0 24.1 10.8 11.8
Total non-curment assels 3.7320 3.088.4 3,141.0 3.011.4
Total assets 4,036.2 3.443.4 34222 32808
Current liabilities
Apcounts payable (18] 183.5 831G 12156 1.418.0
Bormowings. 17 3.7 0.4 0.1 0.1
Provisions (18] 144.8 174.5 128.8 104.5
Total current liabilities 332.0 258.5 1,345.3 1.523.6
Mon-current liabilities
Bomowings: {17} 1,220.3 1.090.2 0.1 0.1
Provisions (18} 564.9 508.4 2038 2788
Total non-current labilities 1.785.2 1.588.6 2939 27348
Total liabilities 2117.2 1.857.1 1,630.2 1.8035
MHet assets 1,918.0 1.586.3 1,783.0 1.477.3
Shareholders’ equity
Share capital (16 151.4 1348 151.4 134 4
Razares (20 1,429.0 1.168.2 14221 1.168.7
Ratained profits 3386 2837 209.5 173.2
Total sharenoiders’ equsty 1,818.0 1.586.3 1,783.0 1.477.3

Tha Balance Sheats are to be read in conunciion with the notes

10 and forming pan of the Financial Statements
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Santos Ltd and Controlled Entities

' ; L = I} =P oy e
Statements of Cash Flows

Tor e year endod 31 Docomber 1997

Consolidatad Santos Lid
| 1997 1966
Noto  Smihem  Smilon  Smillon  Smion

Cash flows from operating activities
Receipts rom customers B09.2 7212 386.0 1389
Dwackands reonmvsd 29 4 by L 161.1 282
Interasl moshvd 8.4 7.8 1.0 0.8
Overriding royaitkes recened 16.6 16.3 17.7 134
Pipeline taritts and other moeipts 16.5 21.2 a8 122
Payments 1o suppliers and employees (187.9) (196.0) (82.1) 802
Govermment royalties and resource rent tox paid 51.7 (50.3) (26.4) 21.8
Interest and other costs of finance paid (73.6) (65.8) (47.1) (66.7)
Income taxes paid (98.7) (59.6) (20.1) B1.00
Met cash provided by operating activities (265) 460.7 4131 384.0 173.3
Cash flows from investing activities
Payments for:

Exploration (166.8) {120.8) (64.6) (44.5)

Development (129.8) (88.4) (58.4) [@9.7)

Land and bulidings, plant and equipmant {196.2) {138.0) (81.2) i56.3)

Fooed factor satliemeant - (12.6) - (22.8)

Accuisitions of ol and gas assats (184.7) {ELE) [12.5) -

Accuisitions of controliad entities (25) (40.0) (155.6) 8.7 (1249.1)

Share subschpions i controlsd aniises - - (0.7} 1499

Othar imvestments - [4B.1) - 42.4]
Proceeds from:

Cheposal of non-curment assets 16.6 4.7 1.1 8.8

Chihar .7 - .7 -
Net cash used in investing activities (T07.3) (565.6) (222.3) (330.9)
Cash flows from financing activities
Dividends paid (142.5) (123.6) (142.5) {123.6)
Proceads from issues of shares and agnead Corversons 268.2 0a 288.2 03
Repmyment of term borrowings - (183.7) = =
Mat deavcicnin of other bomowings T3.5 2238 - -
Advances fojfrom relaled entities = - [(273.8) 2048
Met cash provided/{used) by financing activities 196.2 216.8 (148.1) 171.3
Met increase/f{decrease) in cash (47.4) 643 238 47
Cash at the beginning of the year 152.0 B78 7.0 23
Effacts of exchangs rate changes on the balances
of cash hold in forsgn currencies 52 i0.1) X, £
Cash at the end of the year 109.8 1520 30.6 70

ﬂnmtﬂﬂlﬂﬂma‘ﬂlﬂmmﬂMﬂTﬂﬂthEmtﬂﬂmmidlmmﬂlmpwmm |
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Santos Ltd and Controlled Entities

Netes To and Feorming Part of the Financial Stetements
o e yoad onded 31 December 1007

S

R

1. Statement of Accounting Policies

mmmmmmmwmnw
Preparabon of these financil statements aro:

\al Basis of preparation

id Goodwill
On acousition of a controflad antity, the identifiable nit assats
accpuied ane recorced ol ther fair values, To the eadent thal

The financial statements have been prepared as a general
purpose financial report in accordanci with applicable
Accounting Standards, Urgent lssues Group Consensus Views
and the Corporations Law. They have been prepared on the
basis of histonical cost principles and do not take inlo account
changes in the purchasing power of money or, except whens
specificaly stated, cument valuations of non-curmant assets,
The accounting pobicies are consistent with those adopted in
the previous financial year.

The disciosures in the financial statements incorporate the
additonal requirements of new and revised Accounting
Standards first aflective in the curment financial year,
Non-current assets
With the exceplion of expioration expenditure carried forward
partaining to arsas of interest n the axploration stage (refer
note 1), the carmying amounts of non-cumant assets ane
ressewed 1o datermena whather they are in axcess of thesr
estimated recoverable amount al balance date. i the camying
amount of a non-curment asset exceeds the recoverabls
amount, the asset B wiitien oown 10 the ower value.

In assessing recovarabie amounts, the reésvant cash flows
have not been dscountad 1o ther present value.

Principles of consolidation
The consoiidated accounts comprise the accounts of
Santos Lid, the chief entity, and its controliad antities.
Throughout these financial staterments the term “Comparny™
rafers to Sanics Lid and the term "economic anlity” misans tha
chiel entity and fs controlied entities. A listing of the controded
entiies s containad in Nowe 22.

The effects of all transachons batween entibes incorporated
in the consolidated acoounts ane alimnatad.

inferests in associated companes are included n
non-curment investiments and camied at cost o written down
o their recoverabls amount whers there 5 8 pammandsni
dirminution in value. Dividand income s only brought 1o acoount
as it s received. Information, determined in accordance with
the equity method of accounting, about tha 6CoNOMIC entity's
intorests in associaled COMPanias 5 contanad in nota 23,

Intarests in unincorporated jont ventures ane recognised
by inchuding in the financal statemants under Ihe approprate
headings the aconomic entity’s proportion of the joint
venture costs, assets and Eabdities. The major nterests in
unincorporated joint ventures am ksted in nota 24,

i)

i

iheme (s axcess purchass consdoration representing goodwil,
tha poochell i amortised using the straght Ene method over
a peniod of 20 years. The unamo ised balance of goodhwill is
rviewed at each balance date and charged to profit and loss
1o the extent that the balance exceeds the value of expected
future benefits,

Foreign currency transactions
Transactions in foreign cumencies ane transiated 1o Austrakan

currency @l the exchange rale in affect at the date of each

fransaction. Monalary assets and kabiies held ) foresgn

currencies al balance date are translated at the rates of
exchangs rukng on thal date. To tha extent that such balances
ang hedged, the sffect of the hedging is taken into account,

Gains o losses ansing from such iransiatons ane taken to the

Profit and Loss Accounts as operating profits or losses except

whana thiey relaie o the assets and Eabilies of overseas

controllad entities.
Crverzaas controled antity accounts anm transiated nto

Ausiralian curmency as follows:

iy For self-sustaning oparations, assats and liabities are
fransiated at the axchange rate éxdsting at bafance date,
and revenus and expenss tems at the exchangs rates
apphang at the date they were recognisad in the controliad
entities’ Profit and Loss Accounts. Exchange differences
arising on fransiation ane includad in the forsgn curmency
rranslation nesara, in iha consobdated accounis, gans
and losses on cerfain long-term fonsgn cumency koans an
transterrad to the foreign cumency transiation resane, This
transfer recognises that those foreign cumancy bomowings
are matched by tha net mestment in overseas assals.

i) [For ntegrated operabions, monetary assets and kabdtes
are transiated at the exchange rate existing at balance
date, non-monetary essets and labities at the historical
axchange rate, and revenue and expense items at the
exchange rates applying at the date they were recognisad
n tha controlled antities’ Profit and Loss Accounts,

Any proft or koss on the transiation of monatary assets
and habditias is brought to acoount in detormining
operating profit for the year.

Receivables
Trade debtors and olher recehvables an reconded al amounts
due. A provision s made for amy doubtfl debls based on a

riniiny Of colliectabdity of cutstanding amounts al balance date.

Bad debts amne written off in the period they ane identified.




Santos Ltd and Controlled Entities

Netes To and Formling Part of the [Financial Stetternemnts

fer the year onded 31 Decembaer 1357

1. Statement of Accounting Policies [continued)
@ Inventories

Inventories are valued at the lower of cost and net realisable

valua after provision is made for cbsolescence, Cost ks

determined as follows:

[ Driling and maintenance stocks, which include plant
spares, maintenance and drilling tools usad for angoing
operations, are valued at average cost,

@ Peatrolsum products, which comprss sxtractad crude o,
LPG, condensata and naphitha storad in tanks and pipaling
systems and procassed sales gas and ethane sicred n
rmsthiod,

1) Exploration and development expenditure

Exploration and development expanditures in respect of each

ama of interest are accumulated and carmied forvard & githern

{  such expenditune iz expactad 10 be recouped through
succassiul development and commercial axpioitation of the
ama of nlerest: or

(il the explorabon activities in the area of interast have not yat
reached a stage which pammits reasonablia assassmaont of
the existence of economically recoverabils resanas.
When an area of interast is abandoned or if Dimctors

consider the axpenditure to be of reduced or no further value,

asccumulated exploration expanditurs ks writhen down or off in

the period in which such a decision (s mada.

i Borrowings
Bomowings ane carmed on the balance sheet at their principal
amount, Interest is socrued Bt the contracted rate and is
included in “sundry credifors and accruais”.

Il Leases
Financa leases, which effectively transfer to the lasseo
substantially all of the risks and benefils iIntdental 1o cwnershp
of the leased item, are capitalisad at 1ha present valua of tha
minimum leasa payments, disclosed as capitaksed leases and
amortised over the period the lessee is axpacted 1o banafit
from the use of the leased assets, A comespondng liabilty s
also establishad and sach lsase paymaent i allocated Detwean
tha principal component and the inténest expensa.

Operating laase paymants, whane the kessors efiectively
retain substantially all the risks and benefits of ownership of the
leased items, are chargad against operating profit in equal
instaiments over the leasa tarm.

(k) Capitalisation of finance costs
Preproduction interest, finance charges and forsgn curmoncy
exchange gains and losses relating 1o magor plant and
equipment projects under development and construction up
to the date of commencemant of commarcial operations am
capitalisaed and amortisad over the expectad usthul Goonomic
Ives of the faciities. Finance costs ncumad n mespoact of

compieted projcis ane axpensed.
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Deferred income
Ammmhmuﬁﬂmmm
daliver natural gas in fufure periods for which paymant has
alraachy bessn rocaved,

im) Depreciation and deplation

n}

(o}

Deprectation charges are calculated to writg-off the value of
buildings, plant and eouipmiant osar thair astimated aconomic
usaful lives to tha entity, The depreciation rates are réviewod
and reassessed perocicaly in bght of technical and aconomic
devalopments.

mmmmﬂmmaﬂﬁm
mathod based on heating value which will amortise, over the
iife of the reserves, exploration and deveslopment axpanditure
1mmmm:mmmm
ydrocarbon resenves in the respective arsas of interest.

Depletion s not chargod on costs camad forwand in respect
of areas of interest in the developmant 5100 untl proguchon
COMMENCas.

Restoration

Provisions ana made lor environmantal restoration whene gas
and patroleum production B undertaken. Such provisions
recognisa the estimatad futune restoration oblgabons
incremantally over the e of the hydrocarbon resenves on a unit
of production basis. The estimated future oblgations inClude
remdving of facilities, abandaoning of wealls and restoring the
affected ansas. Estimates for the future restoration obigations
are reviewed and reassessed regularty, based on current lagal
requiramants and tachnalogy and ane measured in cumant
dollars on an undiscounted basis. Adjusiments to tha
PrOVISIONSs ane made on a prospective bass.

Employee entitlements

Long service leave s provided in respect of all employees,
based on the presant value of the estimated fulure cash
outfiow to be made resulting from amployees” sanices up to
ina balance date, and having regard 1o the probability that
SMpIOYEES a5 a group will remaen in the antity’s amiploy for the
poniod of ima nacassary to qualify for long senice laave,

Sack leave is provided based on the nominal valus of the
astmalad cash outflow 10 be made resulting from employess’
senaces up 1o the balance date, and having regard to tha
probabéty that employees as a group wil utlkse the non-
virslng sick leave antitiormant,

Contributions to dafined benefit superannuation plans
sponsored by the economic entity are charged against
operating proft. Whare the assels of a fund significantly exceed
the kabdities and tha fund's sctuary has so recommanded,
contnbutions have bean suspanded untd such time as the
SLrplus is reduced ﬂﬁmmufmmmhmw
10 account and amontised over tha same period as the
confributions have bean suspended.
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i) Employee share ownership plans

The Company operates a number of share ownership plans.

Shares issuad under the Santos Executive Share Plan,
Santos Executive Share Option Plan and the Santos Empioyee
Share Purchase Plan an treated as equity contributions to the
extent the shares are paid up.

The value of the shares issued 1o eligible employees under
the Santos Employee Share Acquisition Plan is expensed over
a three year period.

@ Income tax

Tax effect accounting is applied wheretry the incoma tax
charged in the Profit and Loss Accounts s matched with the
docounting profit after allowing for permanent differences,
Income tax on timing differences, which artse from items being
brought 10 account in different padods for income tax and

s}

accounting purposas, s carried forwand in the Balance Sheels
as a fulure income tax bensfit or defermed income tax Kabliy.
Futura incoma tax benafits relating to antities which incur
losses are brought 1o account whsne reaksabon of the benefits
is consithared to be virtually coertain,

Derivative financial instruments

Gaing and losses on dervative financial instruments designated
as hedges are accountad for on the sama basis as the
undiestying exposures thay an hodging. The gaing and losses
on dervathe financial instruments hadging specific purchase
or sale commaments ane defermed and included in the
measurement of the purchase or sala,

Comparatives
Where applicable, prior year amounts have basn adiusing 1o
place tham on a comparable basis with cumant year amounts.
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Santos Ltd and Controlled Entities

Notes T and Forming [Part

Tor tha year enced 31 Docemibor 10687

o ha Bl
Ll | L

siflf=s L

ancial Staterments

Consolidated Santos L1d
aa8
1947 1906 19467 1
Smillion Srnillion Smillion Smibon
2, Other Revenus
mlmuﬂ:::mm = = 64,8 122.4
associated Company 222 26.5 22 265
ather than related parties 1.7 1.7 1.7 1.7
Intanast 6.3 7.8 1.0 0.9
Ovamiding royalties 15.0 16.3 16.4 143
Pypating tanfts 8.5 8.3 = =
Procaads from disposal of non-current fssols 16.6 4.7 14 28
Other 0.7 B5 11.8 105
81.0 748 118.0 186.1
3. Depreciation, Depletion and Amortisation
Deplation of exploration and developmant expencilures 1114 1034 42.0 2.7
Depreciation of buldings, plant and aquipment 84.8 B7.5 52.5 4809
Amortisation of capitaised leases i.0 a.r 0.1 0.2
Amortisation of goodwill 8.0 8.0 - =
Winta-cdorwn of exploraiion expendius - 11.2 - 1.7
216.2 2118 846 Bis
4, Interest Expense
interest paxd or due and payable to:
controlled entities = H 47.0 6.5
other than related pares:
on loans T4.2 66,8 0.1 02
on finance laases 0.8 12 - 0.1
Less intores! capitalisad (20.9) (17.5) (5.0) 4.5)
54.2 50.3 42.1 62.3
5. Foreign Currency Gains
Foresgn Cumancy gans 36 250 - -

Foraign cumency gains of $3.6 million brought to account in 1997 arse prncipally from converseon of LS dollar cash deposits to Austrakan

CLETENCY,

US dollar denominated bormowings were fully designated ether as a hedge of US dollar denominated imvestmants in self-sustaining
oversaas controlled entities or, from 1 January 1997, as a hedge of lulure US dollar denominated sales revenues. Accordingly, There wers

no fonsgn curmency gains of losses arising from transiation of LS dollar denominated bomowings brought 1o account in 1997,

In 1996 and prior years, LIS dollar denonenatad borrowings ware nol desipnated as a hedge of future US dollar denominated sales
revenues and fomegn currency gains and losses wene brought 1o account 8t transacton date and year end currency exchange rates.
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Consoliclated Santos Ltd

1997 1996 1997 1996
Smillion Smullicn Smillion amillicn
6. Operating Profit
Operating profit before income tax includes the following tems:
Government rovaltes and msource rent tax 50.8 505 a5 2 22 5
InCreasadecraase) in provisions:
idoubtil dobis 0.3 {1.2) 0.4 _
stock obsclescence 0.8 0.4 - x
ampioyes entitiemants and non-éxacutive Directors
retirement benafits 37 1.8 1.7 1.4
hiture restaration costs 26 3.7 0.4 1.6
Operating lease rantals 4.3 5.1 3.1 a5
LossAprofit) on disposal of non-curent assets (0.3) 0.1 (0.2) 0.1
Write-down of investments in controlled entities - - - 45

7. Taxation

Income tax attributable to operating profit
The pnma facie ncome tax attributable 10 operating profit
differs from income tax expensa and i calculated as follows:
Prima facie income tax at 35% 116.0 118.5 B6.T 928
Tax effect of permanent and other differences which
increasaiacraasa) Nooma tak axpensa:
Non-deductible depreciation and amortisation of bulldings,

plant and equipment 4.8 4.7 3.6 a5
MNon-deduchble deplation of explorabon and cevelopment expandifurs 8.6 123 0.3 0.8
Wiite-down of expioration expenditure - 2.4 - -
Wiite-down of invesimenis in controded entities - - - 18
Amortisation of goodwil 5.2 32 Lk i 4
MNon-daductible{assessable) items (2.3) 0.4 0.7 0.4
Rebate on dhvidend incoma (7.1) 8.7 (30.5) {52.8)
Ressarch and development allowances (6.8) 0.6 5.7 -
Racognition of tax benafits not previously recognisad 2.7 - e -
Incoma tan under/fover) provided in prior yaars 1.4 2.8 (1.8) 0.2)

Income tax attributable to operating profit 116.1 136.0 533 46.2

incoma tax attributable to operating profit COMPrses

amounts sat asida to: i
Prowvision for curmant income fax 59.1 101.3 38.8 310
Provision for defarmed income tax 58.9 25.5 14.5 15.2
Futura income tax benafils (1.9) 92 - -

116.1 136.0 533 48.2
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Consolidated Santos Lid
1847 1996 1997 1966
Smillion Srndlion Smillion Semullon
B. Dividends
Dividends provided for or paid by the Company
intenm dividend of 12.0 cents per shara, fully franked
{199€: 11.0 cents per share, fully franked) 726 5.1 72.6 58.1
Final dridend of 13.0 cants per share, fully franked
(1996: 13.0 cents per share, fully franked) 78.7 69.9 78.T éa9
151.3 129.0 151.3 120.0
Franking credits
Santos has $1668.2 million of franking cradits at 36% avadabla for
future distribition of franked dradends. after adjusting for franking
cradits which wil arse from tha payment of tha current income 1ax
provison af 31 December 1997 and after deductng franking cradis
1o be used in paymeant of the 1897 final dhidend
8. Receivables
Current
Trade debtors Bo.B BT.4 359 443
Sundry debiors and prepayments 40.1 44,0 201 183
Less provision for doubthul dabls (1.3) (1.0} {0.8) {0.4)
Amounts owing by controled entities - - 1531 1622
119.6 130.4 2123 224.3
Mon-current
Sundry deblors and prepayments - 4.1 - 4.1
Cither loans (refer note 26) 0.5 05 0.5 05
0.5 4.8 0.5 4.8
10. Inventories
Patrméeusm products 46.2 495 26.1 271
Drling and mainienance siocks 3.z 240 129 11.7
Provisson for obsolasomncs (2.6) (1.8 (0.7 0.7}
748 7286 383 38.1
11. Investments
Hon-current
invastmiants in controlied entities (refer note 22) - - 1,520.9 1.520.6
Listed shares and notes in other entifies 389.7 389.7 389.7 380.7
380.7 38,7 18106 1.910.3
Aggregate marks] value of investmants n sl sharms
and notes in other than controlied antities 375.4 4879 a75.4 4879

The Diraciors have rviewad the carmying values of non-curment imvestmaents in offer than controfed entities and whilst the carrying values
of the investmants are greater than the cument market values, thay do not babine there has been a permanant diminution n thes val
and accorcingly the carmying values have nol baen witlen down in 1987
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Consolidnted Santoa Lid
1997 1996 1997 1996
Emillion Smilkon Smllion
12. Exploration and Development Expenditure
Areas in which production has commenced
Cost st beginning of year 27333 23375 923.9 £aos
Expanditure incumed during the yvoar 2823 2058 116.9 713
Acquisstions, net of disposals and fonsgn curmency revaluntion 2125 130.6 13.4 130
Expenditure transfemed from areas in the exploration stage 27.4 55.4 274 -
Expenditum written off during tha year - i5.0) R 3
Cost at the end of year . 3,255.5 2,733.3 1,081.6 8238
Less accumulatad deplation {1,363.8) (1.203.9) (440.2) (*08.2)
1,891.7 15204 B641.4 526.7
Areas in the exploration and development stage
iCost at baginning of year 152.9 1727 751 B2.6
Expenditure inCumed during the year 87.5 21.1 15.1 4.5
Acmpesitons, nét of disposals and forsign currency revaluation 35,2 20.7 1.5 (1204
Expenditung transiamed (0 arsas whem production has commenced (27.4) (55,4} [27.4) =
Expanditune writien off during the year - [B.2) = =
Cost at the end of yoar 248.2 15249 64,3 5.1
Total exploration and development expenditure 21399 1,682.3 T05.7 600.8
13. Land and Buildings, Plant and Equipment
Land and buildings
At cost frefer below) 57.9 58.6 37.9 34.4
Less accumulated dapraciation (32.4) [31.1] (23.6) [22.7)
25.5 2r.5 14.3 11.7
Plant and equipment
Al cost 2,152.0 1.800.2 1,189.5 1,111.1
At indapendent valuation- 1977 35.2 352 as.2 35.2
Capmaisad bases 18.2 208 - 27
2,205.4 1.966.3 1,.224.7 1.149,0
Less accurmulated depreciation (1,146.5) {1,068.7) [725.8) {67e.9)
1,058.9 BEE.6 4599.1 4721
Total land and buildings, plant and equipment 1,084.4 8141 513.4 483.8

The Directors consider the cumant valus of land and buldings 1o be al least equal to ther carmying value
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Consolidatod Santos Lid
1 1906 1997 1896
lﬂ'ﬂﬂ Srrilicn Smiillbon Srnillion
14. Intangibles
(>oochw, al cost 160.2 160.2 = >
Less accumulated amortisation (97.6) {B8.6) & 2.
B2.6 e = .
15. Dther Assets
Non-current
Security deposil (refer balow) 18.2 205 10.8 1189
Future income tax benafits 7.5 56 - -
Determed forsign currency difierences (refer note 33(a)l 28.2 =+ - =
54.0 26.1 10.8 119
A security deposit has been lodged with the South Australian
Government on behall of the Cooper Basin downstream joint
vanturs for the provision of a jetty at Port Bonython. The State
Governmant ks rpaying the deposit iIncluding an infeness
componantsn annual instaliments conciuding n 2003,
18. Accounts Payable
Current
Trade craditors 1428 B2.0 43,2 27.2
Sundry craditors and accruals 40.7 21.6 10.9 113
Amouns owing to controlied entities = - 1,161.5 1,380.5
183.5 BiG 1.215.6 1.418.0
17. Borrowings
Current
Short-term bomowings aa - = =
Leasa Eabilites 0.4 0.4 0.1 0.1
. ar 0.4 0.4 0.1
Non-current
Bank ioans 3823 4638 = -
Commertel papar 414.0 Jsa5 = =
Madhum-iemm notes 140.7 - i =
Long-term notes 260.4 2135 = 3
Lisass habilities 13.9 144 0.1 0.1
1,220.3 1.080.2 0.1 0.1
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17. Borrowings (continued)
Detalls of major credit facilitios
i Bank loans

ﬂnmmﬂvmmmmmmﬂmnmmmﬂ
Revohing Faciities at 31 December 1897

Amount drawn ot

Amount 31 Decambor 1997

Maturity date Currency ASmillion ASmillion
18 March 1999 Muti Option 100.0 75.0
2 Dacombar 1999 Wulti Option 50.0 50.0
19 July 2000 Australian Dollars 5.0 -
22 Novembar 2000 Multi Opticn 100.0 -
18 March 2001 Mt Option 125.0 T5.0
18 March 20002 Multi Option 50.0 50.0
19 July 2002 Multi Option 600.0 132.3
18 Magch 2003 Multl Option 75.0 =4
1,105.0 382.3

Bank loans bear inferes! at the relevant interbank reference rate plus 0,125% 10 0,15%. The wesghted average annual effeciive infanast
rate ks 5.74% (1996: 6,75%). The amount drawn at 31 Decomber 1997 is comprised of GBP 32.4 million (AS82 3 millon) (1996: GBP

32.4 milion (ASE8.8 million)) and AS300.0 milion (1996 AS385.0 milion),
(¥ Commercial paper

The aconomsc entity has commarncial paper programs basad in Hong Kong and Austraia. The programs which total US$200.0 million
(1996: USS200.0 million) [Euro Commancial Papen and ASG00.0 milion (1996: AS400.0 miion) (Promissory MNotes) are supported by
the revohdng tacilities refamed 10 in () above. At 31 December 1997, AS414.0 milion (1996: AS388.5 miion| equivaient of commercial
paper is on issue and the weighted average annual effective interest rate is 5.02% (1996: 6.72%).

(=] Medium-term notes

On 31 October 1997, the economic antity established a AS500.0 million domestic madium-term note program. At 31 December 1907,
A%150.0 million of notes have been ssved At an annual elfective interest rate of 6.55%, maturing 15 October 2002.

*} Long-term notes

USS170.0 million (AS260.4 million) (1996: USS170.0 milkion equivalent to AS213.5 milion) of long-tarm nates weana issued 10
nsitutionad imvesiors n December 1933 al an annual effective interest rate of 6.95% and ar repayable in five annual US dollar

instalmants commencing in December 2001,

Al faciities are unsecured and arranged through a controllad entity, Santos Finance Lid, and are guarantsed by Santos Lid. In addition,

Santos Lid has guarantead the finance lease obligations of its confrolled antities.

Consolidatad Santos Lid
1997 1208 1687 1896
Smillion Smilion Smillion Smillion

18. Provisions

Current

Drvidencs Ta.7 68.g T8.7 6a.a

Empioyes entitiements 33.4 29.8 24.1 27

ncome tax : Ti8 268 1.9
144.8 1745 128.6 1045

MNon-current

Determed incoma T 4089 40,0 DEE.T DRD 2

F sorats e 64.9 G67.7 8.0 269
GE4.9 50a.4 203.8 2788
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Netes To and Ferming Part of the Financial Statements

for 1ha year enaod 31 Doosmber 1507

Consokdated Santos Lid
1097 1566 1867 1006
Smillion Smilon Smillion Smilion
18, Share Capital
Authorised capital
2,000,000,000 unclassified shares of 25¢ anch 500.0 S00.0 500.0 500.0
Issued capital
605,400,025 (1996: 537 472,918) ordinary shares of 25¢ sach 151.4 134.4 151.4 1344
1,829,750 (1996: 2,104, 5000 ordinary shares of 25¢ each paxd to 1¢ - - - -
151.4 134 .4 151.4 1344
ik 1997 1996 1997 1896
Mumber of shares Smillion Smillion
Balance at the beginning of the yaar 537472018 537,131,918 134.4 134.3
Rights lssua i 67,463,848 - 16.8 -
Santos Exacutive Share Plan i) 174,750 241,000 0.1 0.1
Santos Employea Share Acquisition Plan i) 190,100 - 0.1 -
Santos Employes Share Purchasa Plan (] 98,400 = = -
Cormarsion of "B° Class shams 10 ordinary shanes - 100,000 - =
Balance at the end of the year 805,400,025 537472918 1514 1344

The market prica of the Company's shases as at 31 Decamber 1887 was 56.32 (1996 55.10).

(1 Rights Issue
67,463 848 ordinary shares (fuly paid) were aliotted to Santos sharsholdars on 2 June 1997 at a premium of $3.75 per share pursuant
toa 1 for 8 renounceable rights issue.

(¥ Santos Executive Share Plan
Tha Santos Executive Share Plan was approved by shareholders in general meeting on 22 December 1987

in azsence, the Plan iInvolves the Company Bsuing 1o employees salecled by the Board ("the Execudihes”), a number of ondinary
shares of $0.25 each in the capital of tha Company daterminged by the Board. Thera are two categories of Plan Shares which have
been issued o Exacutrves, Plan 2 Shares and Plan O Shares, each inflially issuad as partly pald shares, paid 1o one cant.

The Plan aliows for calls fo be made at the instigation of the Company in cenain spacified events or at the request of the Executive.
Whelg partly paid, the Plan Shares are not transferabla, camy no vating right and no antitemant 1o dnadand bul e antitied 1o
participate in any bonus or nghts issue. The price payable for shares ssued under (he Plan vanes according to the avent ghing rise o
a call baing made. Markat price af the time of the cal is payable on the issuad Plan 2 Shares if the Exaecuthve resigns within two years
from tha date of issue or is dismissed. After a restriction penod of two years, the price payable upon a call being made on the issund
Pian 2 Shares is tha lower of two-thirds of tha markat prce on the date of aloimant and tha highast sale price on the day prior 10 ths
date of the call. The price payable on the issued Plan 0 Shares s the lowes! of market prica on the date of aliotment, the date of the
call and the date 14 days therealter.

Sinca its inception, some 101 Exacutives have participated in the Plan and 2,012,500 Plan 0 and 1,909,500 Plan 2 Shares have
boen msued, principally in yaars 1987 and 19859, During tha inancial year, no issua of Plan Shares was made and at balance data no
offer to an Exacutive was outstanding. During the financial year 98,500 Plan 0 and 76,250 Plan 2 Shares ware fully paid and as al
31 Decemnber 1997 thena were 38 hokders of the outstanding 1.003.500 Plan 0 Shares and 33 holders of the outstanding
826,250 Plan 2 Shares.

Tna Board has determned that the Plan ba dscontinued and that, accordingly, thers will be no furher ssues of shames under
thar Fian.

(¥ Santos Executive Share Option Plan
The Santos Executive Share Option Pian was approved by sharehoiders al the Annual General Meating on 15 May 1997, The Plan

provides for the grant of optons to sulbiscrbea lor of purchase ordinary shares of $0.25 each in the capial of the Company to eligile
exacutives selectad by the Board. Participation will b limited o thosa executives who, in ihe opinion of the Board, are abile 1o

significantly influence the generation of sharehaider wealth. Directors envisage the Plan applying 1o up 1o 50 executives.
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19. Share Capital (continued)

The exercise price of the options shall not be less than Market Value (as defined in the Rules of the Plan) on the grant date and,
in the case of an option 1o acquire shares by subscription, shall also not ba less than the par valus of the shares. No considaration is
providad by axecutives for the oplions.

During the financial year, the Company granted options over 5,550,000 unissued ordinary shares 1o 39 panticipating elgible
exacutives, with an exarcise price of 58,32 per share and exercise period from 25 July 2000 1o 24 July 2002. The market price of
ordinary shares on the grant date of the options waes $6.18 per share. As at 31 December 1997, the number of options outstanding
was 5,550,000

Except in imited circumstances. the options cannot be exercised before 25 July 2000 and the abdity to exarcise is conditional on
the Company achieving a prescribed performance hurdie. To reach the performance hurdie, the Company's Total Sharsholder Raturm
{broadly, growth in share prce pius dividends reinvested) over a minimum three year period, must equal or exceed 10% per annum
calculated on a compound basis.

It Total Sharaholder Return does not reach the performance hurdie after theee yaars, the oplicns may nevertheless be exercisable
i tha hurdia s subsequently reached within the remaining Ma of the options. In assassing the parformance against the hurdle, the
Board may apply on a consistent basis an averaging method over a penod of three manths to aliow for short-1erm volatiity,

(v} Santos Employee Share Acquisition Plan
The Santos Employes Share Acquisition Plan was approved by shareholders at the Annual General Meeting on 15 May 1897,

Broadly, paermanent employees with a1 laast a minimum penod of service determined by Directors as at the offer date (which for the
inftial issue was one year of completed senvice) are eligible to acquire shares under this Plan. Executives participating in the Santos
Exacutive Share Option Plan {see above). casual employess and Directors of the Company ane excluded from participating in this
Plan. Employees are not eligible 1o participate under the Plan whia iney are resident oversaas unless the Board decides othenaise,

The Plan provides for free grants of fully paid ordinary shares ol 50,25 aach in the capital of the Company up to a value of $1,000
per annum per elgible employee. A trustee is fundad by the Company and its subsidiaries 1o acqure shares direct from the Company
or on markeat. The shares are then allocated 1o eligible employees who have made applcations under the Plan. The employea’s
ownership of shares allocated under the Plan, and his or her right to deal with them, are subject to restrictions until tha earar of tha
axpiration of threa yvears and the time when ha or sha ceases 1o be an emploves, Shanes are granted to eligible empicyess 1or NO
consideration.

On 28 August 1997, the Company aloftad 180,109 ordinary shares 10 tha trustee on bahalf of 1,250 ebgible employesas under the
Plan, being 151 shares for each employee, The total market vatue of those shares on the issue data was 51,230,005, Al the Board's
discretion, annual future grants of up o §1,000 per eligible employee may be affered. Al this time no offers remain outstanding under
this Flan,

v Santos Employee Share Purchase Plan
The Santos Employes Shame Purchase Plan was approved by shareholders at the Annual General Mesting on 15 May 1997, The Plan
hupmmdmmmHMWHNMMMHMWMWWWWWH
confinuing empioyees al the date of the offer. However, employees who are not resident In Austraka at the tme of an offer under the
mummmmmnmuﬂumwmmmm_

Undar tha Plan, siigible employees may be offerad the opportunity 10 subscnbe for fully paid ordinary shares of 50.25 each in the
muummmwﬂammmmm.mmﬂEMHMMﬂﬂwmwmsm
higher ol par value and 95% of Market Vakue (as defined in the Rules of the Plan). No loans wil be provided to amployees under
the Plan.

On 3 Oclober 1907, the Company issued 98,400 ordinary shares to 155 edgible amployess at a subscription price of $5.12 per
share under the Plan. The total market value of those shares on the issue date was 5718,320 and the total amount recanved from
ampioyees for thosa shares was $602.208.

memmmmmM.Mﬂmhmmmwmlmmw
hall year and annual results.

(i) mwummmummmmmmm
The aggregate number of;
e mwwummmmmmmummﬂmmmmmw
(1] uﬁaﬂﬂmhmﬂiﬂwﬁmammmwmmwmmmmmmﬁummmmm

share option plan of the Company;
mulummdﬁ%dlmwmmﬁmdmsafm Compary.
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Consolidated Santos Lid
1847 15998 1897 1996
Smillion Smillion Smillion Smilion
20. Reserves
Share premam 1,401.5 1.148,.1 14015 1.149.1
Assal revaluation 149 14.89 14.8 14.8
g 5.9 5.8 5.7 57
Foregn curmency translation 8.7 (1.7 - -
1,429.0 1,168.2 1.422.1 1.168.7
Movements during the year
Share premium
Balance at beginning of the year 1,149.1 1,148.4 1,148.1 1.148.4
Premium on shanes issued during the year
Rights tssuse 250.1 - 2501 -
Sanios Exgcutive Shara Plan 0.5 0.7 0.5 0.7
Santos Employes Share Acouisition Plan 1.2 - 1.2 =~
Santos Employee Share Purchase Plan 0.6 - 0.6 -
Balanca al end of tha yaar 1,401.5 1,148.1 1,401.5 1.148.1
Foreign curmency translation
Balance at baginning of tha year 1.n {1.00 = =
Transters tofom) foreign curmancy transiation nisene
anging from exchange rate fluctuations on:
oversaas net assats 39.7 2.9) = -
foregn cumency DomoainGs (31.3) 29 - .
Balance at end of the yaar 6.7 (1.7} - -
Consohdated
21. Earnings per share 1997 1006
Basic eamengs per share (cents) 353 35.4
Weighted average number of ordinary shanes On 5508
used in the caiculation of basic eamings per share (milion) 58T 553.4

Santos Ltd has potential ordinary shares on issue being 1,829,750 ondinary shares paid to 1 cent issued to senior executives of the
Comparny under the Santos Executive Share Plan, the dilutive impact of which = not material. Diuted eamings per share ane thersions not
matenaly different to basic eamings per shas.

Options over 5,550,000 unissued ondinary shares issued 10 senior executives of the Company undar the Santos Executrve Share Option
Plan are not diutive,

Basic samings per share for the year ended 31 December 1996, previously disclosod as 36.5 cents per share, has beon adjusted for the
bonus elament pursuant 1o the 1 for 8 renounceabls ights ssua of ordinary shases aliotted 1o Santos shareholders on 2 June 1997 in
accordance with Australian Accounting Standands.
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22. Investments in Controlied Entities

Piaoe ol
Name incorporation  Name hmm
Santos Ltd (Chief entity) SA
Controlled entities’
mmwmﬁﬂ.lﬂ VIO Santos (Halph) Pty Lid ACT
Conirolled antites of Aliance OF Development Santos International Holdings Py Lid ACT
Austrafis Pty Lid Controlied pntities of Santos Intomational Holdings Py Lid
Adiance Minerals Australin Py Lid Wie Pako Offshore Lid BER
Aliance Petroleum Australia Pty Lig vIC Santos Americas and Europe Corp' USA
Associated Petroleumn Pty Lid LD Controlled entities of Santos Americas and Europe Corp
Controled entities of Associated Patroleum Pry Lidg SAE Manageman! Sanvices Corp' UsA
TMOC Exploration Pty Lid oL Santos Colombsa Exploration Inc” USA
Santos Petrokewm Marketing Pty Lid oLD Santos USA Comp' USA
Santos Patroleum Management Pty Lid o Controlled entity of Santos USA Corp
Santos Petroleum Operations Pty Lid o Santos USA Pipeine Corp' usAa
Australasian Eagle Patrodeum Pty Ltd NSW Santcs Europs Lid' L
Controled entites of Australasan Eaghe Sanos Exploration (China) Pte Lid' SIN
Petroleun Pry Lid Santos Niugini Exploration Pty Lid' PNG
Castend Pty Lid NSW Bamacuda Pty Ltd" PNG
Santos (BOL) Py Lid NSW Santos Petroleurn (N2) Lt
Controled entities of Santos [BOL) Pry Ltd fformerty MiM Petroleum (NZ) Limited) NZ
Bridge Gas CQueensland Py Lid oD Santos Petroleun (Seram) Lid' HK
Bridge Od Explomation Pty Lid ACT Santos (Korinci-Baru) Pty Ltd ACT
Bridge Od Intarnational Finance Pty Lid ACT Santos (M.T.) Pry Lid ACT
Bridge Od Developments Pty Lid MNSW Santos Offshore Py Lid VIC
Bricge Od Invastments Pty Lid NSW Santos (il Explomtion (Malaysis) Sdn Bhad fin ligusdation) WAL
Controfed entity of Bridge OF invesimeants Pty Lid Santos Petroleum Pty Ltd MNEW
Santos (Bentu) Pty Ltd NSW Santos Resources Pty Lid ap
Controfled entity of Santos (Bentu) Pty Lid Santos (Zoca 91-01) Pry Lid ACT
Sanios (Bangko) Pty Lid WA Santos (Zoca 91-12) Pty Lid ACT
Boston Long Hadgas Financa Pry Lid WVIC Transod Pty Ltd oD
Moonie O Pty Lid D Vamgas Pty Ltd VIC
Moonie Pipsiing Company Pty Lid QLD Workdvada Assats Pty Lid NSW
Controled entities of Moonie Pipedine Company Pty Lid Controwed entify of Workiwide Assels Py Lid
Cancicka Pty Lid ACT Western Austrafian Capital Holdings Pty Lid WA
Australian interstate Pipsline Company Pty Lid NSW Latec Investments Pty Ltd (in Squidation) NSW
Controdied entity of Australian infarstate Controdied antites of Latec imvestmants Pry Lid
Pipaine Company Ply Lid Doca Pry Lid QLD
Bricgeteid Pry Lid QLD Canso Resourcas Pty Ltd NEW
Petromin Pty Lid oD Farmout Orillers Pty Ltd NSW
Reef O Pty Lid NSW
Santos (289) Pty Ltd WA 1. Entities audited by overseas KPMG membsr firms.
Santos Asia Pacffic Pty Lid® 2. Benaficial nterests in all controlied antites is 100%
fformerty MM Petroleum Exploration Pry Lid) QLD 3. Companes pcoured dunng the year.
Controlied entites of Santos Asia Pacfic Pty Lid 4. Companies ncorporated dunng the year
Santos (Bantu No. 2) Pty Lid®
flormerty MiM Bantu Pty Limitad) b
Santos (Koringi-Bary No. 2) Ply Lid" 84
Santos (Sampang] Pty Lid SA
Santos (Warm) Pty Lid* SA
Santos Exploration Pty Lid VIC
Santos Faciites Pty Ltd 54
Santos Finance Lid "ﬁ:

Sanios Gnuco Pty Lid
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Santos Lid and Controlled Entities

Notes To and Forming Part of the Financial Stetements

Kor Thae year endied 31 Decomber 1907

22. Investments in Controlled Entities [continued)
Notes:
{1 Acquisition of controlled entities

HMMMMMmmwmathnmmwmmmmmmhh
profit and loss aooount from the date of acouistion:

Ffﬂvﬂlnt
Banaficil  Corsidaration assats
Date of interast paid for a1 time of
Name of entites acquisition acoquired shares acUESRion
% Srnillicn Srmilion
Acquisition of vanious antities from MIM Holdings Lid 21 January 1997 100 4689 469
(¥ Place of incorporation
ACT - Australian Capinl Temitory BER = Barmucia
NSW - New South Wales HK =~ Hong Kong
CLD - Dusensiand RAL - Malaysia
SA = South Austrakn PG - Papua Mew Gunea
WIC - Victoria SiN - Sangapors
WA - Westemn Australia UK = United Kingdom
NZ = Mew Zoaland LSA - United Statas of Amarica
3. Associated Company
Information on invesiment in an associated company for both the economic enbty and chial antity 15 as folionws:
Principal Ealance udrwvsl'rﬂﬁ D'Wrslw; Contribution o
Mame of assocated businass iry
COMmpanTy carred on activity data at 31 December &t 31 December (a) Consolidated Profit b)
1897 1996 1897 1995 1887 1886
b % Smillion Smilkon  Smillion Smllion
OCT Resources Limitad  Australia  Coal mining 30 Jurss 34.9 348 325.7 2257 20.8 25.1
Suppiameniary equity accounting information relating to the associated company
1097 1806
Smillion Emilion
Share of operabing profit afler income fax 10.2 23.7
Deduct amortsation of excess of far values of nel assets over 1he book values of net assels (4.9) {4.6)
Deduct ordinary shane dhadend Incoms (18.2) 22.5)
Eouty adustmant to oparating profit alter moome Lxx (12.9) [3.4)
Deduct sham of post acqusition decreasa in retained profits al the beginning of the: yoar {11.5) {8.1)
Total of posi-acquisibon decrease n retaonad profits a tha end of 1he year (24.4) (11.5)
Inrvestment in ordinary shares as ncluded in the consolidated accounts 325.T7 257

Aggregate camying value of investmant in associated company aS determined under the eguity
method of accounting 301.3 314.2

fa} In acdiion to ordinary shares, the economic entity and ched entity hold an nvesiment of $36.3 million (1996: $36.3 million) in non-
maturing subordinated unsacured comnibls notes isswed by OCT Resources Limited

b} Represents ddends received of $18.2 milkon (1986: $22 5 milion) on holdings of ordinary shares and merest recaived of receivibls
after tax of $2.6 milion {1996: 2.6 milon) on holdings of non-matusing subordinated unsacuned convartible notes
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24, Interests in Joint Ventures N
) mmmmmmmmmmmmmmnmmm

Jont venture/ana Principal activities . e
T

ot Ol and gas exploration 21
Bonaparte Basn

LN Sel Oi and gas exploration 55

Timor Gap O and gas exploration 18

Timor Sea Odl and gas exploration and production 26
Browse Basin Oil and gas exploration 25
el bcnd Ol and gas exploration and production a4
Cooper Basin Downstraam Liquic hydrocarbon transportabon and processing &0
Cooper Basin Linjt

South Australia O gndd gas production B0

Queensiand Ol and gas exploration and production 50
Coopes/Eromanga Basna Block

South Australa Od and gas exploration and producton &0

Ousansiand, ATP 258P Ol and gas axphoration &nd procuction 58

Crhar Eromanga Of and gas exploration and production 3
Denison Trough Odl and gas exploration and production a7
Indonesian interests Oil and gas exploration and produchon 34
Jackson Moonks Pipeing Oil transpartation B3
Maraans Oil and gas production 65
Maorsans Pipeing Ol transportation a5
Mooma Of Felds Onl and gas exploration and produchion 53
Taranaki Basn - New Zaealand Od and gas exploration 47
Otway Basin M and gas exploraton 34
Paim Videry Gas production 48
Papua MNew Guinean interests 08 and gas exploration ar
Foma Gas Fieids Odl and gas exploraton and producion 85
Surat Od and gas exploration and production 45
Linitad Kingdom inlerests Ol and gas exploration and produchon 13
LUSA

Onshom/Gulf Coast O and gas esploration and peoduchon a5

Gult of Maxico Oil and gas axploration and production 20

it mmmmmmMm:mmmmmsmwmwlmlmmmu.sm

{(1906: 5720.2 million) and the condribution of joint venture business undertakings 1o oparating profit bafors interest and tax of the

sconomic entity was $361.1 millon (1996: $335.2 milkon).
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24, Interests in Joint Ventures (continued)

ic) Santos unuﬂﬂamﬂmﬁaﬂm'ﬂmnrmﬂmmmmmm;ﬁmmummawﬁmhmmm
under tha following classifications:

Consolidated Santos Ltd
1997 1506 1997 19946
Smillion Smilion Smillion Smilkon
Current assols

Cash - 5.2 = =

Racodvabios 11.3 145 as 3.7

Irvaniones 28.2 215 121 109
Total current assels 90,5 412 16.0 14.6
Mon-curfant assets

Exploration and development expenditise 2,148.7 1.685.6 691.7 5885

Land and bulidings, plant and edquipmant 1.032.8 BE1.8B 496.9 472.0

Oher 18.2 20.5 10.8 11.9
Total non-current assets 3,199.7 25679 1,199.4 1.072.4
Total assets 3.239.2 2,5609.1 1.2154 1,087.0
Current liabilitios

Accounts payabla 178.4 768 75.0 ar.4
Mon-current liabilities.

Proeasaons 60.7 B1.5 26.0 269
Total lkabilities 2404 147.4 101.0 64,3
Net investments in joinl ventures 2,999.1 24717 1,114.4 1.022.7
(i The amouni of capital expanditune commitmants,

FINEMUM axpioration comimitrmants and contingont

Rabiiities in respect of unincorporated joint vaniures are:

Capital expanditurg commitments 4B.1 112.7 238 35,8
Minimum exploration commitmeants 161.5 138.9 T 25.8
Contingent lablities 11.6 93 6.4 57
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Consoicated Santoa Lid
1908
Smillon  Smillon gmilon  Smilon
25. Notes to Statements of Cash Flows
Reconciliation of not cash provided by operating
activities to operating profit after income tax
Operating profit after income tax 206.2 1959 187.6 211.7
Add/{deduct) non-cash items:
Depreciation of bulldings. plant and aquipment 94.8 875 52.5 49.9
Depletion of exploration and development expenditure 111.4 103.4 42.0 22,7
Amortisation of capitalised kases 1.0 0.7 0.1 0.2
Wﬁﬂ!mulgmﬂni 8.0 a0 = .
Wite-0own of expEoraton axpendiium o 11.2 — 1.7
Write-down of imvestments in controlied entities - - - 45
Increasa/{decrease) in iINCome taxes payabile (42.1) a8 14.9 (20.7)
Net increase in deferred taxes payable and future income tax benefits 56.0 uT 145 15.2
Increase in provisions 4.7 45 1.8 a0
v Ty (20.9) 7.5 (5.0 .5)
Foresgn cumency pains (3.8) (25.00 - -
Deduct items classified as investing activiies:
LossAprofit) on disposal of non-curment assets 10.3) 0.1 (0.2) 0a
Net cash providad by oparating activities befors
change in assets or iabdties 416.2 435.3 308.3 2838
Add/{deduct) change in assets or kabilibes:
Decraasa/increass) in recehables 178 {10.4) T4 (129.7)
Decreszafncraasa) in imentones (3.0) (6.5 10.2) 2.6
Decreasa/increass) in other assets 23 2.1 1.1 1.0
Incraasadecraass) in accounts payabie 274 (8.4 13.7 10.8
Met cash provided by operating activities 460.7 4131 3540 1733
Acquisitions of controlled entities
During the financial year, the economic antity acquired controfed
gntities as disclosed n Note 22. Details of the acquisition amn as follows:
Fair value of noet assots acquired
Exploration and developrmsant 43.8 1505 - 150.5
Land and buldings, plant and aguipmant 1.0 a1 0.8 a1
Cash 21 0.4 - q.4
Trade debitors - 5.3 - 53
Security deposis v 4.1 - 4.1
Sundry debtors and prepayments 1.5 3.2 0.9 3.2
irrearTionEs - a0 - 4.8
Future incoma tax benafits - 69 - 69
Bank lpans - (488 - [4E.8)
Trada crecons = {4.6) = (4.6)
Sundry creditors and accruals (0.8 (16.5) (0.5) (15.5)
Provision for deterred incoma tax = (7.8 - (179
Other provisions (0.4) 7.6 [0.3) (7.6
inleroompany = - B.8 {26.5)
Consideration 46.9 185.0 8.7 138.5
Ousiois of Sesk 16 Sequics net Seeats, nel of CAEh 469 165.0 9.7 1385
Cash consderation
Less cash paid in prior year {4.8) - (1.0) .
Less cash balances acquined 2.1) .4} - (9.4)
40.0 155.6 8.7 120.1

OQutflow of cash
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26, Related Partios
The names of aach parson holding the position of Director of
Santos Lid during the financial year are:
UHRIG John Allan
ADLER Norman Ross
BARNETT Pater Charles
CALLINAN lan David Francis: resigned 31 December 1987
GERLACH Staphan
McARDLE John Waltor
O'LEARY Michaal Anthormy
SLOAN Judith
STRALSS Robart
WEBBER lan Ermast
Santos Lid and its controfiad entities engage in a vanety of related
party transactions in the ordinary course of business. Thase
transactions are conducted on nonmal tems and conditions, tha
affacts of which are sliminated on consolication.

Deinis of relaied party transactions and amounts are set out in;
Mote 2 as to dividends receied from controlad entities;
Note 4 as o interest paid 1o controlied entibes;
MNota 9 as to amounts owing by controliad entites:
Nole 16 as 1o amounts owing to controlled entibes:
Nole 17 as 1o guaraniees by Santos Lid of the financing facdities
and laase obligations of controlied entities:
Mota 18 as 1o non-axacutve Directors’ retiement benefits;
Motes 11 and 22 as to imestments in confrolled entities;
Mate 23 as to invesiments in essocaiod company and mienas] and
divwdands received from associated Company; and
Note 27 as to Dractors’ remuneration, including amounts paid or
prescribed benalits ghven in respact of the retirement of Direcions.

In ackdition:

) Agreements axist with the non-axecutive Directors providing for
the payment of a sum on retirement from office as a Director in
accordance with shareholder approval at tha 1689 Annual
Gonoral Meating, The amount peovided for the year was
£327.560 (1096: §73.760),

i} Included in other loans is an amount of $506,000 (1996;
$506,000) being o loan made to an axecutive Diector of
Santos Lid, Mr N R Adier, in accordance with the provisions of
the Loan Scheme approved at the 1990 Annual Genaral
Meaating. Interest received during the year on this loan lotalled
£32.600 (1996: $32.830).

{i] During the financial yaar, Directors of Samtos Lid and their
deecior-relalod entities aoquired an aggregate of 164,632 fully
paid ondinary shares of $0.25 each in the capital of the
Company from Santos Lid under the 1 for B rights issue al a
subscription price of $4.00 par share (1996: hi).

During the financial year, exacutive Dirsclors of Santos Lid,
Messrs N A Adler and J W McArdia acquired an aggregate of
(1996: N, which was approved by shareholders at the Annual
General Meeting of the Company held on 15 May 1997,

v The aggregate number of shanes and options held drectly,
swErectly of benoficially by Deectors of Santes Ltd and thar
direcioe-related entibes in Santos Lid as at the batance sheat
date was 574,675 fully paid ordinary shares of $0.25 each
{1996; 387.04.3), 830,000 Executive Share Plan Shares paid to
1 cent (1996: 930,000) and B50,000 options granted under tha
Santos Exaculive Shane Opton Plan (1998; NI,

v} Al amounts cwing by or to confroliad entities are for leans made on iMerest free terms

for an ingefinde penod with the axception of;
Amounts owing to controliad entities

Santos Lid
19497 1908
Smillion
T25.8 863.8

Thesa lcans wara made in the ordinary course of busness on nomal markst ferms and conditions.

ivll During the financil year, legal costs of $415,344 have been paid by the Company in dafending certain proceedings in relation 1o
termination of employment brought by a former employee against the Company, the Managing Director, Mr N R Adler, and othar Group
empioyee defendants, Or J D Armstrong and Mr S G Gibson, Thesa costs, which in so far as they relate to the three personal
dedendants have been paid pursuant to the tenms of Deads of Indemnity entered into batween the Company and each of them, have
not bean apportioned amaong the Company nor the three indemnified personal defendants and therefore it i not possible 10 datermne

the amount paid on behall of each of tham.
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1996 1997 1095
1867 000 $000

27. Executives’ and Directors' Remuneration

Executives

Amounts recered or recanable from Santos Limited or its

controlad entities by axecutive officers dormicied in Australia

whose incoma is $100,000 or groator 12,378 10,902 12,327 10,902

MNumber of executive officers whose remunerption was

within the following bands:

000 No. No. Mo No.
100 - 110 1 4 1 4
110 = 120 2 3 2 3
120 - 130 4 ] 4 L]
130 - 140 7 11 T 11
140 - 180 11 T 11 T
150 - 160 7 4 7 4
80 - 170 6 5 (<] 6
170 - 18D 4 1 4 1
180 - 180 2 | 2 i
180 - 200 - 1 ) 1
200 - 210 4 - 4 =
210 - 220 - =
220 - 23 1 - 1 =
250 - 260 1 1 1 !
280 - 270 1 1 1 L
280 - 290 1 e 1 >
20 - 300 - 1 - 1
300 - 310 1 - 1 7
310 - 320 2 2 2 #
330 - 340 o L = !
340 - 350 1 - 1 -
380 - 3u0
290 - 400 1 . 1 =
560 - 570 - 1 o
500 - 600 1 . 1 o
650 - 660 - 1 - 1

1370 - 1,380 : i ; :

1,510 - 1.520
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27. Executives’ and Directors’ Remuneration [continued)

Directors

Amounis pad or pavable, or othonaess maos salabls from
Santos Ltd and #s controlied entities to the Directors of
Sanlos Ltd and Directors of aach of its controlled entities

humbear of Directons whosa remuneration was within
the following bands:

£000

=
10 -

2885s

1.370 - 1,380
1.510 - 1.520

2,724

2,438

2673 2438

== @ 1

L R T |
L |

1996 amounts hava baan adiusied to place them on a
comparabie Dasis with cumen! year amounts.

Superannuation and retirement benefits
Superannuation contributons and reliremant benafits poaed in
mespact of Directors, being amounts thal have Deen proviously
approved by sharehoidars in a general meeting. The Deectors
Ibefieve that the provision of Tl particulars would be unreasonable.

1996

28, Remuneration of Auditors

Amounts recered of dus and ecanvabila
by the auditors of Sanios Lid for;

aucht senaces

othar senices

Amounts receved or due and recerable

by auditors other than the auditors of Santos Ltd for:
audil serices
other services

ars
541

481 it

916

E|88

d 8

109
315

a24

29. Segment Reporting

Santos Lid and its controlled entities operate predominantly in one industry, namaly exploration, development, production, transportation
and marketing of hydrocarbons and in one geographical segment. namely Austrafa. Operations are also conductad in Indonesia, Unfted
Siates and Linited Kingdom buf are nol mataial 1o tha Group resulls HﬂmeM|mmﬂwmmmw

transportation of crude of
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Santos Lid

30. Commitments for Expenditure

(@) Capital commitments
Capital expenditune contracted for at batance date for
which no amounts have been provided in the accounts:
Dui nat later than one year
Due later than one year but not later than two yaars
Due later than fve yoars

& Minkmum exploration commitments
Minimum exploration commitmants for which no amounts
have been provided in the accounts or capital commitments:
Dua not later than ona yaar
Due later than one year but not later than two years
Do later than two yaars but not later than fve years
Dué later than five years

Santos Lid and its controlled entities have certain obligations
to pérform minimum axplomtion work and expend minimum
amounts of monay pursuant to the tarms of the granting of

patroleur axplorabion parmils in order 10 maintain rights of tenun.

These commiimants may be vaned as a result of renegotiations
of the terms of the exploration panmits, licences or contracts
or altermnatively upon their mlnguishment.

pormal level of exploration expenditures expected 10 be
undertaken by Santos Lid and its controlied entities.

i) Leasa commitments
Finance keases:
Due not later than ona year
Due iater than one year but not later than hwo years
Due Iater than two years but not [aler than five years
Due later than frve yoars

Total commitments under fMance leasaes
Lass future finance changes

Leas labwises

Operating leases:
Do not later than one year
Due later than ong year but not later Ihan two yaars
Due later than two years but not later than five years

Dz later than fve years
Total commitments undar oparating Bases

1996

104.5
8.2

1997

21.8 358

$lepd

2.7

358

EEEE

£0.8
30.7
484

57 18.1

a1 a.2

161.56

1389

ar.7 258

1.1
1.1
15.2

13
1.4
40
13.0

0.1 0.1
0.1 0.1

174
(3.1)

19.7
{4.9)

0.2 0.2

14.3

148

15.8

61.6

5.0
47
56
4.4

a7 3.5
51 3.8

136.9

168.7

192 136
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31. Superannuation Commitments

Santos Lid and canain of #s controlled entities participate in a number of superannuation funds and ponsion plans in Australa,
United Kingdom and United States of America which provide banafits either on a defined benafit or cash accumulation bas:s for employees
or thesr dlependiants on retirement, resignation, total or perrmanent disablement or death, The employrs and employes members make
contnibutions as spacifiod i the ndes of e mspactive funds,

The assels of all funds wen sufficient to salisfy all benafits which would have been vestad in the event of termination of the fund, or in
the event of voluntary or compulsory tarmination of the employment of each employes. The following s a review of the significant employee
banaft plans:

mmmw
Santos Ratiremant Plan Santos Superannuaton Fund
Type of benefit Cash accumulation Defined benefits and cash accumulation
Basis of contributions Percantage of member's wage Percentaga of member’s saary contributed by
contributed by member and member and employér. The amployer's percantags
ETIpRYyer reflects the amount (o provide an accumulabon and
fhe amaount recommandad by the Actuary 1o provide
tha oelingd banofit.
Empiloyer's legal obligation to contribute  Enforcaable subject tonght Enforceable subject to right to cease contributions

o caase contnibulaons on writhen on wiitien notica 1o the Trustes.
moticn to tha Trusioa

Last actuarial assessment
- date Mot appbcable 1 January 1997
= name of valuer and qualifications Mot applcable ML Wirnont BSc, FIAA
Tha Santos Superannuation Fund has employes accrued benefits and assals as follows:
Consolidated Sanios Lid
As at As at As at As &t
30 Juno 1@@}' 30 Juie 1
1897 1899 1997 188
Smillion Smilion Smillion Smilion
Prasent value of employees’ accrued benafits . 64.1 . 64,1
MNat markst value of net assats held by the Fund 1o
maat future benalit payTmenis B0O.6 729 67.9 728
Excess of assets held 1o meet future Denefil pammants ol BB . BE

Viested bensfits at 1 January 1097 are 5469 miion.

* The last actuarial review of the Santos Superannuation Fund was at 1 January 1997 Upon recommendation of the Actuary, the amployer
coniribution 1o the defined benefits and 3% supplementary acocounts continus 1o be suspended until 1 July 1998, An amount of

$1.4 million was charged 10 operating profit in 1887 (1896: $0.9 milion), representing the net amontisation of the eeorded net surmius

of the market value of nat assets over the present value of employees’ acciued benefils. The last audited financial staternents avadabie
are as at 30 Juna 1997,
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1997 1006 1097 1996
Smillion Smilion Smillion Smilkon
32. Contingent Liabilities
Contingent liabiities arising in respect of other persons:
) Performance guarantees 1.0 T8 4.9 4.7
(i) Empioyes senice agreaments 13 2.4 13 2.4
() Claims have been lodged incuding the following:
fa) claims under and for breach of contract and public liabity 4.0 1.7 15 1.0
{b) miscellaneous claims 0.3 0.3 = =
15.2 12.0 9.7 B1

Legal achice in relation to the claims lodged above indicates that on the basis of avallabla information, liabity in respect of these daims is
Lnkicaly 10 excead 52.3 million on a consolidated basis.

Guarantees provided by Santos Lid for financing facilities and lease obligations in respect of controlied entities are disciosed in note 17.

A number of the Australian interests of the economic anlity are located within areas the subject of one or more claims or applcations for
nathve title detarmination, mmmmmmmmnmmwmmmwm
Title Act. Tha aconomic entity is a party 1o a number of thosa applications which, if not capable of successiul madiation, are relerable 1o
the Federal Court for hearing and detarmination. Whatever the outcoma of those appications, it is not baeved that they wil significantly
impact tha asset basa of the economic entity. The decision of the High Court of Austrakia in tha “Wik® case has the potential 1o introduce
delay in the grant of mineral and petroleum tenements and consaguently 10 impact ganerally the timing of exploration, development and
production operations. An assessment of the impact upon the timing of particular operations may require consideration and determination
of compiax legal and factual issues dependant on the final outcoma of responsa of the Commonwealth Government 1o the implications of

33. Additional Financial Instruments Disclosure

The sconomic entity uses darhvative financial instruments to hedge its exposure to changes in forsign exchange rates, commodity prices
and interast rates arksing in the normal course of business. The principal denvatives usad ane forward foreign exchange contracts, forsign
cismency option coniracts, interest rate swaps and commodity crude ol phce swap conlracts. Their use iS5 subject 10 a comprehenshve sai
of polcaes, procadunss and kmits approved by the Board of Dreciors. The sconomic antity does nol trade in damvative financial instruments
for speculative purposas.

(2! Foreign exchange risk exposure
The econormic entity is exposed 1o foreign axchange risk principally through the sale of liquid petrolsum products denominated in
LS dollars, US dollar bormrowings and US dollar capital expenditure. in onder 10 hedge this foreign exchange risk, the economic antity
has from tima to time enered into forward foreign exchange and lonsgn curmency option contracis.

At 31 Decambar 1297 the economic entity had open forward forign axchange and loregn cumency oplion contracts with
settlement/epiry dates up 1o one year. It closed cut at balance date these contracts would have resulted in a loss of $2.1 million which
has been defarrad for inclusion as part of the undarhying futune sales ransactions.

US doliar denomenatad bormowings wers fully designated ather a8 a8 hedge of LIS dollar denominated imvesimants in self-sustaining
overseas controlled entithes or, from 1 January 1897, as a hedge of future US dollar denominated sabes rovenues. As a result, there
war no foreign curmency gains of lossas arising froim translation of US dollar denominated bomowings recognised in the profit and loss
account in 1997, In accordance with Austrafian Accounting Standards, $29.2 milion of unmealised lonesgn curmency kesses were
dalerred as ot 31 December 1997, Tha ultimata foreign cumancy gans or losses will be included in the maasuremant of the spacific
mmmmﬂduﬂhﬁmmm realised in the yvears 2001 theouwgh 2005,

UK pound denominatiad bamowings were lully designated as a hedge of UK pound denominaled investmants in a salf-sustaining
overseas controlied entity,

71




Santos Ltd and Controlled Entities

Netes To and Forming Part of the Financial Staterments

for the yaar anded 31 Dacamboer 1607

33. Additional Financial Instruments Disclosure (continued)
The Australian dollar equivalents of foreign currency monetary fems included in the Balance Sheet to the extent that they ane nal
effectively hedoed are:

Consolidated Santos Lid
1997 156596 1897 1966
Smillion Srnillion Emillion Smillion
Curent assets = United Sintes dollars 14.7 130.5 - 218
= Unitad Kingdom pounds. 15.1 24,7 = =
Current kabditias = Umited States dollars 13.4 b8 = -
= United Kingdom pounds 12.0 4.4 - -
MNon-current abilities - United States dollars - 132.6 - -

(o) Interest rate risk exposure
The economic antity enters into interest rate swap confracts to manage interest rale risk with maturities batween one and esght years.
At 31 December 1997 tha economic entity had open interest rale swap contracts which, if closed, would have resulted in a loss of
£0.5 milson (19598; loss of 3.5 milion),
The econamic entity's axposure 10 inferest rate risk and the effective weighted average interest rates for classes of interest-beanng
financial assets and financial liabithes &5 sat out below:

Fh;ﬁ Fixad interest repriced Imm Total
i or maturing in
rate baaring
1 year Crhver 1 More
or less (-3 than 5
yRars yEars
Mote Smillon Smilion | Smillion  Smilion  Smillon  Smillion
31 December 1357
Financial Assets
Cash 1088 - - = = 1088
Fecpsablas =) - - = 05 1196 120.1
imaestments (11} - - - - 389.7 389.7
Total financial assats 2.8 - = 0.5 508.3 G19.6
Wasghted average infives! rate 4.63% - - E.50%
Financial Liabilities
Accounts payable (18 - = - - 183.5 183.5
Bormowings {17 17.6 To6.2 2539 1563 - 1,224.0
17.6 TEE.2 2539 156.3 1B3.5 1.407.5
interest rate swaps” = 120.2 269 (147.1) - -
Total finaressal kabslitias 17.6 916.4 2808 8.2 1B3.5 1.407.5
Weghled average inlives! rale 5.95% 5. 75% G675 B.95%
31 December 1996
Financial Assets 152.0 - - 0.5 524.2 676.7
Weghted average nferes! rale 5.37% - - 6.50%
Financial Liabilities 14.8 888.2 7.5 101 B3B8 1,1742
Waighled avarage inferast rafe 7.65% G.91% 7.09% B.95%
* notional principal amownis
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33, Additional Financial Instruments Disclosure (continued)

(e

(e}

Commodity price risk exposure

The econamic antity is axposed 1o kquid petroleun price fluctuations through the sale of iquid petroleum products denominated
in US dollars. The economic entity enters into commoadity crude oil price swap contracts to manage its commodity price risk. These
contracts allow the economic entity 1o receive a fixed price on a spedified quantity of crude of at some point in tha future,

Al 31 December 1887 the economic entity did not have any open cruda ol price swap contracts (1996: Nij.
Credit risk exposure

Crexit risk represants the potential financial loss if counterparties fal 1o perform as contracted.

The cradit rigk on financial assets, excluding investments, of tha economic entity which have been recognised on the balance sheet
s indicated by the camying amount.

The credit risk on off-balance sheet derivatives is the cost of replacing the contract If the counterparty was to default and
maasured by their market value at the reporting date. As at 31 December 1997, counterparty default of interast rate swap contracts,
foreign exchange contracts and forelgn curmency options would resull in a koss of $2.5 milion (1996; $0.5 milkon).

Tha aconomic entity controls credit risk on dervative financial instrumants by salting exposure limits related to tha credit worthiness
of counterparteas, all of which are selected banks or institutions with a Standard and Poor's rating of A or better.

Mot fair values of financial assets and liabilities
The camying amounts of all financial assets and liabiltes approximate net fair value.

Mmlhmlmmﬂmmemywmﬂ mmmuwmmmwmmm

revenue transactions wen closad out at their market rates at 31 December 1297 amountad 1o $2.6 miion (1996: $3.5 million).

34. Economic Dependency
There are in existence long-lerm contracts for the sale of gas, but otherwise the Directors believe there is no economic dapandency.

a5, Post Balance Date Event

Subsequent 1o balance date, the Company announced that it mtands to seek offers for the purchase of is oll and gas nfenests in the
Linfted kingdom.




Santos Ltd and Controlled Entities

Statement by Directers

o he yoenr encad 31 Doecambes 1067

1. In the opinion of tha Directors of Santos Lid:
() tm&mmmmmnmmnuaam?awmmmummamwﬁmmmmmmmw
nim-,.wummthr.mmmmmmmupwmarmr.ulwcamwﬂwmﬂ
{b) mMMMMMnmmmmmmmmuﬂnwmw
fe) at the date of this statement, there are reasonable grounds 10 balieve that the Company wil be able 10 pay its debis as and when
thay fall dus.
2. The financial statements have been made out in accordance with appicable Accounting Stancands.

Dated at Adelaide this 11th day of March 1998,
Signed in accordance with a resoluton of the Direcions:

JJM‘.\j N A

J A Unrig N R Adler
Dérnctor Chrisctos
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Santes Ltd and Controlled Entities

Independent Auditors® Report

o e membars of Sanios Lid

Scope

ﬁmmmwmwmmmhmwmmmnamwimr.mmummmmm
-'I:ﬂ.'t.nh.MMMHMM.WMH.NMElutmwﬂwnia:lmammmpugﬂsdﬂm?#.
mwmmwwsdmwmmmmammmwmm
Wmhmmmwhmmenhwmmmmmw
WMﬂMWWMHWMWMWmMMMMMdIMWm

mmmmmhmmnmmwmmmmmmw
Mmmumwmm.mmmw.mumm.wmmmMu
'mmmhmmm.wmmﬁmmmmmemMmm
mmmmmmmmﬁmmﬂmnumm.mwm:mmmh
MWWWMMWWWWWEWMMWNHM
maMWhmmmmmmm%mqmmwiwth.ummllsﬁruﬁ
oparations and thair cash flows.

Tmmmmmmnmmmmmudmlmmm.
Audit Opinion
hwmmwmﬂmmmmmmm:
(8 s0 as to give a true and faer view of:

i ﬂnm&ﬂ:ﬂhﬂmwmmmmw:tEFM1H?MHIMMGHIMHEEIWWTWF

and tha economic entity for the year ended on that date: and
%) the other matters required by Divisions 4, 4A and 4B of Part 3.8 of the Corporations Law to be dealt with In the financial
statements;

{Bl In accondance with the prostsions of the Corporations Law: and
icl hmmwmﬁmwmmmrmm.

A PG

Chartersd Acoountants Partrar
Adelaide 11 March 1208




Exchange and Sharshelder Information

Listed on Australian Stock Exchange at 27 February 1008 weno
605,118,009 ordinary shares. Unlisted ane 1,003,500 partly pasd
Plan 0 shares, 926,250 partly paid Plan 2 shares, 183,616 ordinary
shares issued pursuant 1o tha Santos Employes Shure Acquision
Plan (SESAP) and 98,400 ordinary shanes issusd pursuant to the
Santos Employee Share Purchase Plan ('SESPP7). There wene
67,003 holders of all classes of issued shares (inchading 38 holdars
of Plan 0 shares and 33 holders. of Plan 2 shares) compared with

a7,060 a yoar earer.

The ksted issued ordinary shares plus the ordinary shares issued

pursuant 1o SESAP and SESPP reprasant all of the voling power in

Santos. Tha holdings aof the 20 largast holders of shares represent

48.38% of the tolal voting power in Santos (last year 47.96%).
Tha 20 larges! sharsholders in Santos as shown in the

Company's Ragister of Mambers at 27 February 1998 wene:

Marma Murmibeer of 56 of
fully paid shires volng capta
Westpac Custodian Nomineas Limited 74,621,397 1233
Mational MNomenees Limited 37.954 806 8.27
Chasa Manhattan MNominées Limited 31,331,101 517
AN Nomineas Limmstod 23,746,483 a9z
AMP L Limiad 18,842,847 311
Papetual Trustees Nominees Limited (MBA Account) 13.0584,176 216
SAS Trustee Corporation 13,035,587 215
MLC Limitad 11,140,882 1.84
Cusensiand imvestment Corporation 9.680.048 1.80
Parpatual Trustees Ausiraka Limstod (MBA Account) B.288,117 1.37
Westpac Cusiodian Nominees Limited (ADR Account) 7.753.421 1.28
Citicorp Nominees Pty Limited 7,479,522 1.23
Perrmanent Nominees (Aust) Limited 6,370,481 1.05
BT Custodial Senvices Pty Limited (Sub Cus Account) 5,833,360 0.98
Prudantial Corporation Austrakia Lirmited 5,769,401 095
Bond Street Australia Limited (MBL-Instalment Acoount) 5,634, 850 ae3
Parpatual Trustess Nomenees Limited 3,807 262 0.60
Board 3,151,882 052
Austrakan Foundation Investment Company Limited (imvestment Portfolo Account) 2,784,251 046
Westpac Life Insurance Sanaces Limitad 2,757,833 0.48
282,017,707 48.38
Substantial Shareholders, as at 27 February 1998, as disclosed by notices receved by the Company:
Mamea Address Mo. of voling  MName Addrass Mo. of voling
shares hald shigres. heakd
Mapie-Brown  Laved 28, 50 Margaret Streot The Capital 333 South Hope Street
Abbott Limited ~ SYDNEY NSW 2000 44,791,051  Group Inc. LOS ANGELES
Calitornia 90071 USA, 25,001,726

Analysis of Fully Paid Ordinary Shares - range of shares held

Fully paid % of % of
orcinary shares holders sharas hoid

(Hiokders)
1 - 1,000 * 18,253 28.75 1.81
1,001 - 5,000 37,188 5554 14.44
5001 - 10,000 6.626 9.80 7.55
10,001 - 100,000 3,846 .44 1217
100,001 and over 251 037 G809
Total No 66,965 100,00 100.00

* There were 1,337 sharsholders who held less than 100 shares
wihich af the then current markad price was desmad to be tha
rminirmasm marketable panoel.
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For Directors’ Shamsholdings see Directors’ Statutory Report as set
Ut on pages 42 to 45 of this Annual Raport.

Vating Rights

Articies B {0 88 of the Company’s Memaorandum and Articles, of
Association detail the voting rights of membars. The Articles
indicata that on a show of hands, avary Mamber present in person
or by rpreseniatve o the attomey of o mamber shall have one
vole pnd upon & poll subsect 1o certmn oonditions detalad n tha
Articles every member present in person o by atiormay, proxy or
represantatne shall have one voito for avery fully pasd shane hald.
Pursuant 10 the Rules at the Santos Exacutve Share Plan, Plan 2
and Plan 0 shares do nol camy any voting nights except on a
propoesal 10 vary the nghts attachad 1o Plan shares.



Notice of Meeting

The Annual General Meeting
of Santos Ltd will be held in
the Auditonium at Thea
Adetaide Town Hall Function
Centre, 128 King William
Street, Adelaide, South
Australia on Friday, 1 May
1998 at 11.00 a.m. '

Final Dividend

The 1997 final ordinary
dividend will be paid on

30 April 1998 to shareholders
registered in the books of the
company at the close of
business on 8 April 1998 in
respect of fully paid shares
hedd at record date.

Shareholders' Enquires
Enquiries from shareholders
and other interested people
should be directed to:
The Secretary

Santos Lid

Santos House

Level 29

91 King William Street
Adelaide

South Australia 5000

J.A. Uhig (Chairman)

N.R. Adler (Managing Director)
PC. Bamnett

S. Gerlach

J.W. McArdle (Executive

M.A. O'Leary
JJ. Sloan
Robert Strauss
LE. Webber

M.G. Roberts

Designed & Produced by Homiak & Canny, Sydney

Registered and Head Cffice
Level 29

Santos House

91 King William Street
Adelaide, South Australia 5000
Telephone (08) 8218 5111
Facsirile (08) 8218 5274
Talax AAB2T16

Share Register

Level 29

Santos House

91 King William Street
Adelaide, South Australia 5000

Offices

Port Bonython

PO Box 344
Whyalla, South Australia 5600
Telephone (08) 8640 3100
Facsimile (08) 8640 3200

Santos House

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

Suita 5304, Level 53
MLC Canire

19 Martin Place, Sydney
New South Wales 2000
Telephone (02) 9235 08599
Facsimile (02) 9232 5827

Subsidiary Companies

Brisbarne
Sanlos Asia Pacific Pty Lid
Level 2, Muruk Haus

230 Lutwycha Road
Windsor, Queensland 4030
Telephone (07) 3857 7088
Facsimile (07) 3857 T089

United States of America
Santos USA Corporation
2500 Tanglowilde

Suite 160, Houston

Texas 77063 USA
Telephone (1-713) 975 3700
Facsimile (1-713) 975 3711

United Kingdom

Santos Europe Limited
Connaught Housa

Alexandra Terrace

Guildiord, Surrey GU1 3DA UK
Telephone (44-1-483) 406 000
Facsimile (44-1-483) 300 266

Indanesia

Santos Petroleumn (Seram)
Limited

Mulia Tower, Suite 701

JI. Jend, Gatot Subroto Kav. 9-11
Jakarta 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 (675) 321 2847
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» Santos Exploration and Production Interests - Australia
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Santos Exploration and Production Interests - South East Asia

Malaysia
o

Irian Jaya |

Indonosia

Australia

» Santos Acreage - Cooper/Eromanga Basins

South Australia

Quecnsiand




