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% © . On 24 August 2004, Santos Limited (Santos) announced an offer of a new
\ : class of preference shares called FUELS (Franked Unsecured Equity Listed
Securities) to raise $500 million with the ability to accept oversubscriptions. A
Prospectus for the FUELS issue was lodged with the Australian Securities and
Investments Commission (ASIC) on that date,

The Prospectus disclosed that the non-cumulative floating rate dividend on
FUELS, incorporating, on a grossed-up basis, the value of franking credits,
would be set at a Margin above the 180 day bank bill swap rate. Following
successful completion of the bookbuild, the Margin has now been set just
below the indicative range at 1.55% per annum, on a grossed-up basis.

Santos wish to advise that with the setting of the Margin and the institutional
component of the offer, there are no outstanding conditions precedents to the
Underwriting Agreement other than lodging a final Prospectus including the
Margin with ASIC. Under the Underwriting Agreement, Merrill Lynch will
underwrite $250 million of the FUELS offer.
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newsrelease

Also, Santos has now received a private ruling from the Australian Taxation
Office (ATO) confirming that the FUELS are classified as equity and that the
dividends (other than the Special Dividend) can be franked without the
franking anti-avoidance provisions of the Tax Act applying to the Company or
Holders of FUELS.

The ATO is to issue a class ruling on the tax implications arising from the
redemption of Resets (including franking of the Special Dividend) and, when
issued, it will be available via the ATO's website at law.ato.gov.au or by
contacting the Santos Information Line on 1300 733 636. Based on
discussions with the ATO, Santos expects that the ATO will provide Santos
with a draft class ruling on this issue prior to the Opening Date of the Oifer (1
September 2004).

Full details of the FUELS offer are contained in the Prospectus which is
available from Santos website at www.santos.com or by calling the Santos
Information Line on 1300 733 636.

Additional Information Q// PR%ESSED
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1. Dates in this document are indicative only and are subject to change.

2. Invitations to invest in FUELS will be made in the FUELS Prospectus.
A prospectus dated 24 August 2004 has been lodged with ASIC.
Anyone wishing to acquire FUELS will need to complete the application
form that will accompany the FUELS Prospectus.

FOR FURTHER INFORMATION PLEASE CONTACT:

Media enquiries: Investor enquiries:
Kathryn Mitchell Graeme Bethune
(08) 8218 5260 / 0407 979 982 (08) 8218 5157/ 0419 828 617

Santos stock symbols: STO (Australian Stock Exchange), STOSY
(NASDAQ ADR)
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newsrelease

URITIES EXCHANGE COMMISSION

" www.sdntos.com

FUELS issue
Santos wishes to clarify that the non-cumulative floating rate dividend on the
proposed issue of FUELS incorporates the value of franking credits (ie it is on
a grossed-up basis), and will be set at a Margin above the 180 day bank bill
swap rate to be determined under the bookbuild.

Similarly, the potential once-off step-up in the Margin at 30 September 2009 of
2.25% is on a grossed-up basis, incorporating the value of franking credits..

Full details of the terms of issue of the FUELS are set out in the Prospectus
lodged with ASIC and the ASX on 24 August 2004.

i

FOR FURTHER INFORMATION PLEASE CONTACT:

Media enquiries: Investor enquiries:
Kathryn Mitchell Graeme Bethune
(08) 8218 5260/ 0407 979 982 (08) 8218 5157/ 0419 828 617

Santos stock symbols: STO (Australian Stock Exchange), STOSY
(NASDAQ ADR)
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URITIES EXCHANGE COMMISSION

" www.sdntos.cem

26 August 2004

Santos FUELS Instltutlonal Bookbuild

As announced by Santos Ltd on Tuesday August 24, an Institutional Bookbuild
was to open on Friday August 27 and close on Monday August 30 to set the
Margin for the proposed issue of FUELS (Franked Unsecured Equity Listed
Securities).

Due to the strong interest shown by investors since the announcement of the
offer, Santos advises that the Bookbuild is now open and will be closed at 12
noon on Friday August 27.

Investors intending to participate in the proposed issue should indicate their

interest to Merrill Lynch as soon as possible and prior to the revised closing
time.

FOR FURTHER INFORMATION PLEASE CONTACT:

Media enquiries: Investor enquiries:
Kathryn Mitchell Graeme Bethune
(08) 8218 5260 / 0407 979 982 (08) 8218 5157/ 0419 828 617

Santos stock symbols: STO (Australian Stock Exchange), STOSY
(NASDAQ ADR) '
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TO: SECURITIES EXCHANGE COMMISSION
Santos Limited - Weekly Drilling Report

ADN 30 007 SSL 923

Week Ending 26th August 2004 DTy

Wildcat Exploration Wells

Khefran 1 ‘ g
Type Qil Wildcat
Location Egypt, Central Gulf of Suez
Soulh Easl July Concession, 6 km SE of Sakkara oil discovery.
Status at 0600hrs Drilling ahead in 311mm (12 ¥") hole. Current depth is 2233m with 20m progress
25/08/04 (Cairo Time) for the week after setting 340mm (13 3/8") casing.
Planned Tolal Deplh 3911Tm
Interest Decvon 50%
Teikoku 30%
Santos Group 20%
Operator Devon Energy

During the wesk anding 2600 August, 2004 Sanlos Limiled alsu participaleg in 8 delingalion Aandg 12 davelopiment walls,
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Santos Limited - Weekly Drilling Report

ARN 110 007 550 920

Week Ending 26th August 2004

Delineation Wells (Near Field Exploration / Appraisal Wells)

Jeruk 2

Type Oil Appraisal
L.ocation Offshore indonesia

Status at 0400hrs
26/08/04 (Jakarta Time)
Planned Total Depth
Interest

Operator

Shepherd Mott 1 ST1

Sampang PSC, East Java Basin.

1.6km E of Jeruk 1, 35km SW of the Oyong Field and some 40km SE of Surabaya.
Running in hole to drill ahead having set 340mm (13 3/8") intermediate casing.
The current depth is 3000m with no progress for the week.
5300m

Santos Group

PT Medco Sampang

Santos Group

50%
50%

Type
Localion

Status at 1500hrs
25/08/04 (Houston Time)
Planned Total Depth
Interest

Gas Delineation

Texas, USA

Golf Prospect, Matagorda County.

Changing out bit and mud motor prior to drilling ahead. The current depth is 3299m
with 556m progress for the week.

4818m

Santos Group 87.5% Wi

Operator Santos Group
Jerry Smolik 1

Type Gas Delineation
Location Texas, USA

Status at 0600hrs
25/08/04 (Houston Time)

Planned Total Depth

Interest
Operalor

Sellger Trust 1

Verdad Prospect, Karnes County.

Running abandonment program. Jerry Smolik 1 is to be plugged and abandoned
having failed to intersect an economic hydrocarbon column. The well reached a
total depth of 3353m with 471m progress for the week.

3353m

Santos Group

Dan A. Hughes Company

17.69% Wi

Type
Location

Status at 0800hrs
25/08/04 {Houston Time)

Gas Delineation

Texas, USA

Northern offset to the Petru Field, Willacy County.

Drilling ahead. The current depth is 3182m with 881m progress for the week.

Planned Total Depth 4572m
Interest Santos Group 25% Wi
Operater Suemar

Luring lhe week gnding 2610 August, 2001 Sanlus Lirniled also parlicipaled in B delinedlion and 12 develupmenl wealls.
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Santos Limited - Weekly Drilling Report

AQN 130 007 550 924

Week Ending 26th August 2004

Delineatlon Wells (Near Fleld Exploration / Appralsal Wells) (.../Cent)

Waellington 3
Type Gas Delineation
Location Queensland, Cooper Basin
PPL 131 (Aquitaine A Block), 2.5km W of Wellington 1, 3.5km NW of Baryulah 2,
and some 40km S of the Ballera Gas Plant.
Status at 0600hrs Wellington 3 has been plugged and abandoned due to poor reservoir quality in the
26/08/04 primary objective. The well reached a total depth of 2845m with no progress for the
week. The rig was released on 19/08/04, and has moved to Baryulah 6.
Planned Total Depth 2800m
Interest Santos Group 60.0625%
Delhi 23.2000%
Origin Energy Resources Ltd _ 16.5000%
Oil Company of Australia 0.2375%
Operator Santos Group
Fly Lake 13
Type ‘ Oil Delinealion
Location South Australia, Cooper Basin
PPL 18 (Former PC Block), 1.43km SE of Fly Lake 2, 1.3km NE of Fly L.ake 9, and
some 55km NNW ol lhe Moomba Gas Planl. )
Status at 0600hrs Setting abandonment plugs. Fly Lake 13 is to be plugged and abandoned having
26/08/04 failed to intersect economic hydrocarbons. The well reached a total depth of 2950m

with 1097m progress for the week. The rig is expected to be released later today.
Planned Total Depth 3023m

Interest Santos Group 58.75%
Dethi 20.21% -
Origin Energy Resources Ltd 13.19%
Novus Australia Resources 4,75 %
Basin Oil NL 210%
Operator Santos Group
Enqulrles: Mike Hanzalik Kathryn Mitchell
Investor Relations Media Relations
Ph: 08 8224 7725 Ph: 08 8218 5260
Muobile: 0439 832 143 ) Mobile: 0407 979 882
Fax: 08 8218 5131 ) Fax: 08 8218 5285
Duting the week anding 2611 Augusl, 2004 Sanlos Lirmiled dlsu parlicipaled in 6 delineation #And 12 devslopimenl wells.
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newsrelease

URITIES EXCHANGE COMMISSION

Cwww.sdntps.com

ﬁsfﬁéﬁ’[ai_cement Prospectus

Santos Limited (Santos) today lodged a replacement prospectus relating to
its offer of FUELS (Franked Unsecured Equity Listed Securities) and the
redemption and buyback of its existing reset convertible preference shares
with the Australian Securities and Investments Commission. The
replacement prospectus contains details such as the margin, which has been
set at 1.55% per annum for the period to 30 September 2009, and other
information.

Holders of Santos ordinary shares and Santos reset convertible preference
shares registered as at 2 September 2004 will receive priority in allocation
over general public applicants if there is excess demand for FUELS.

Full details of the FUELS offer and the redemption and buyback of reset
convertible preference shares are contained in the prospectus which is
available on the Santos website at www.santns.com or by calling the Santos
Information Line on 1300 733 636.

Additlonal information

Anyone wishing to acquire FUELS will need to complete the application form
that will accompany the FUELS prospectus. The offer period opened at
8.00am Melbourne time on 1 September 2004 and is scheduled to close at
5.00pm Melbourne time on 24 September 2004. The closing date may
change without notice.

Holders of reset convertible preference share should read the prospectus as
it contains important information which requires their immediate attention and
affects their rights.

FOR FURTHER INFORMATION PLEASE CONTACT:

Santos Inforfnatlon Line
Ph: 1300 733 636

Santos stock symbols: STO (Australlan Stock Exchange), STOSY
(NASDAQ ADR)

Sonias Lid AEN 80 067 450 924

GPG Box. 2455 o Adeiaide . YA BOGT = lelephona. B8 B21H %111, » bacsimafe: 08 8218 S1%1
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Impartant Information

ihis 1vaspecturs, was lodged with ASLC on 1 September 2004

and is dated 1 September 2004. This Prospectus is a replacement
prospeches 1 eplaces The prospechied lodygel wilh ASIC on

24 August 2004. ASIC and the ASX take 1o respansibility for

the contents ot this Pruspectus,

No weerilies will be issocd on the b nf Hiin Frasperctbon it
than its expiry date, which is 31 December 2004.

Due to regulatory requirements, the invitation to apply for FUELS

i nal exlendid to pessone lncisteld o esident anlside Aunsdaali.

The distiibution of this respectus In Jursdictions outside
Australia might be restricted by law and does not constitute an
alfes incsny place inowhich, o0 1o gy persan ba whion, i wonkld
not be lawful to make such an offer. Persons who come into
possession ot this Prospectus shouldd seek advice on and observe
ahy restriclions an distributing Lhe Praspeclis. Any failure o
comply with such restrictions might constitute a violation of
applicable seeuritios luws,

No aclion has been Laken i any jurisdiclion outside Auslialia
to permit the offer of FUELS in that jurisdiction, nor for the
aulhgrivilion, registration ot distribulion of any docunents
in connection with FUELS. If you are located ov resident in
the United States you should reter to Section 9.7,

Sonny wosths ysed in Ui Prpspeclue byve duliney IMEUnIngy, Thes
Glogsary in Appendix 2 to this Prospectus defines those words.

The information in this Prospectus is not financial preduct
advice and does not take into account your individual
investiment objectives, finandal situation or needs.
Applicants should read this Prospectus in its entirety before
deciding 1o participate {n the 0ffer, and. fn particular. the
risk factors that could affect the performance of FUELS or
Santos, some of which are autlingd in Section 7, 7¢, atfer
reading this Prospectus, you are unclear in relation to any
matter or if you have any questions about the Offer, you
should conlacl your accountanl, slockbroker, salicilor o
other professional adviser.

Applications for FUELS received under this Prospectus will not be
acceplad Ly Saolos unlit aflee the exping af Ui s perod,
being a period of fourtean (14) days from the lodgement of the

5 Answers to Key Questions 19
6 Overview of Sanlos 29
7 Risk Factors 37
8 Taxalion 43
] /\dditi'onat Infermation 49
Appendix 1: Terms of Issue b
Appendix 2: Glossary of Terms 65
Applicalion Form 6y

Corporate Directory Inside back cover

original prospectus with ASIC, untess otherwise shortened by
AL this Praspectus will be made avatlable durdng the exposiie
period by being posted on the Santos website at
www.santag.cam. You auy alilain i copy of Uids Prospeetos by
requestiing a copy from the Santos Information Line on 1300
733 636, No preterence will be contetred on Applications
inceived in Lhe exponure period. the purpose of the exporiure
periad is to enable this Prospectus to be examined by market
parkicipaols, 70 af Lo such exgminglion, gny defliciencies e
identified in the Prospectus, any Application that has been
received may need to be dealt with in accordance with section
724 of the Corporatinns Acl

If you have any questions in relation to the Offer, please call the
Santos Information Line on 1300 733 636,

Disclaimer

Except as required by law and anly to the extent so required,
neither Santos nor any other person warrants the tuture
pesfoimanra of Santas ar any rehirm an any inveslmeni made
pursuant to this Prospectus. No person is authorised to give any
intormation, or to muke any represeotation, in conncction with
FUELS for which Offers and Applications are invited under this
Prospectus, which is not contained in this Prospectus. Any
infurmaliow o represeatation nel conlainod o eleeed 1o G this
Prospectus may not be relied on as having been authorised by
Santos or its Directors, Neither Menill Lynch Titernational
(Australla) Llimited nav any of it officers, employees, sgents or
advisers make any representation or warranty (express or implied)
s da The secarary, camplelomees o Griomes of The inflosaslion
contained in this document or any other written ot oral
cominunication in connection with the Otter, The TUCLS Otter

is baing made by Sanlos alane and no alher persai. Merdll Lyneh
is not making the Offer.

This Prospectus is dated ay at the date given above and speaks
a5 3l Lhal dale. As 4 disclosing eatily under Lhe Unrpayations
Act and subject to reqular reporting and disclosure obligations,
Sankery mgy disttose informglion (o Wi ASX gfler iy datie of Lhis
Prospectus which may be relevant to the Offer or which qualifies
statements made in this Prospectus. However, except to the
axlenl eedquived Yy law, Sanlod does tol astnmn any obligalion
to supply further information or to amend any statements in
connection with the OHer,

——
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SUMMARY OF KEY DATES

These dates are indicative only amd are subject to change. Santos has the right in its absaolute
discretion to close any part of the Offer early or to extend the Closing Date for any part of the
Offer without notice. If the Closing Date for any part ot the Ofter is extended, the subsequent
dates may also he extended accordingly. Tnvestors are encouraged to submit their Application

Forms as soon as possible after the Offer opens.




CHAIRMAN'S LETTER

1 September 2004

Dear Investor,

On behalf of the Board of Ditectors, I am pleased to offer you this opportunity to invest in Santos through
the issue of a new class of preference shares called FUELS (Franked Unsecured Equity Listed Securities),

The offer of TUCLS (Lhe Offer) is parL of Lhe Company's ongoing commitmenl Lo capilal managemenL. FULLS offer
a floating rate dividend and have more equity-like Features than the Reset Convertible Preference Shares (Resets)
currently on issue which offer a fixed rate dividend. Santos will achieve a more efficient capital structure
Lhrough Lhe issue of TUCLS. Therefore Lhe Company has decided Lo use some of Lhe proceeds from Lhe issue of
FUFLS to fund a Kedemption of Resets, Ihe halance will he used to partially fund Santos’ growth development
program, which will deliver increased production in the future.

In accardanie with the terms of issue, the Redemption of Resets will be effected by the Company paying the
Face Value of $100 in cash for each Reset to holders registered as at 30 September 2004, Santos is unable to
redecm the Resets on any other terms. However, in order to facilitate an optimal outcome for Eligible Reset
Holders (bring Australian holders of Resets as at 2 September 2004), there are a number of Optians for these
holders to consider. These Uptions are intended to provide outcomes for holders in line with the current market
valuc of Rescts and arc described in Scction 2 ot this Prospectus.,

Under the OFfer, Santos is proposing to issue 5.0 million FUFLS at & Face Value of $100 each, to raise

$500 million and may accept oversubscriptions for additional FUELS. The minimum investment for Applicants
is 5,000 or 50 TUCLS. llowever, Cligible Resel llolders are entilled Lo parlicipale in Lhe issue of TUCLS even
if their investment is less than the minimum amount, Fligible Reset Holders and Fligible Ordinary Sharshalders
(being Australian Ordinary Shareholders as at 2 September 2004) will receive priority over general Applicants
in lhe allocalion ol TULLS in the avenl Lhal scaling back of Applications is necessary.

FUELS offer investors a non-cumulative floating rate preferred dividend which is expected to be
fully franked.

FUFES are perpetual and have no maturity date. Santos may require ronversion or exchange of FUFI S an or
after 30 September 2009 or under certain specified circumstances, Should Santos not convert or exchange FUELS
by 30 September 2009, Lhe Margin will be increased by a one-Lime slep-up as sel oul in Lhe Terms of Lssue.

Santos will apply for FUELS to be quoted on the ASX. Once quoted, Holders may buy and sell FUELS on the ASX
at the prevailing market price.

Ihe Offer is open fram Wednesday 1 Septemher 2004 and is due to close on triday 24 September 2004 (Offer
Period). However, it is possible that these dates may change so I encourage you to lodge your Application early.
To subscribe for FTULLS, you must complele and relurn Lhe Applicalion Torm accompanying Lhis Prospeclus during
the Offer Perind.

This Prospectus contains tull details of the Offer, please read it carctully betore deciding whether to invest

in FUELS. In relation to the Redemption and Buyback of Resets, I would encaurage haolders to fully cansider
the Options available to you in arder to optimise your decision. If you are unclear an any matter referred to
in this Prospactus, ptease call the Santos Information Line on 1300 733 636, If you are uncertain it FUELS arc
a suitable investment for your purposes, or what to do inelation to the Redemption and Buyback of Resets,
you should seek professional advice from your accountant, stockbroker, solicitor or other professional adviser.

On behall of Lthe Board of Direclors, I invile you Lo congider Lhis inveslment opporlunily.

Yours faithfully,

/é’(»-&.pt_-

P
S. Gerlarh
Chairman
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SUMMARY OF THE FUELS OFFER AND
RESETS REDEMPTION AND BUYBACK

What options do you have and what do you need 1o do?

It you arc an Eligible Reset Holder, the actions you may take arc summarised below:

Redeem Resets and reinvest |:(amplate yelly 74 September 2004
in FUELS and receive Special
Dividend

Sell Resets into Santos
On market Buyback and
winvesl iu FUELS

16 September 2004

Sell Resets On-market 17 September 2004

(Lo sell inty Buyback)

Apply for additional FUELS 24 September 2004

If you are a Non Eligible Reset Holder, the actions you may take are summarised below:

_ What is required Closing Date

Sell Resets On-market Instruct your Broker 17 September 2004
(to sell into Buyback)

Apply for FUFIS 124 September 2004

Apply (or TULLS

Eligible Investor Definitions:

Eligible Reset Holder - A registerad halder of Resets as at 5.00pm (Melbourne Time), on the
Record Date which is 2 September 2004 with a registered Australian address. Any Reset holder
who does not satisfy this definition is a Non Eligible Reset Holder.,

Eligible Ordinary Shareholder - A registered halder of Ordinary Shares as at 5.00pm (Melhourne
Time), on the Record Date which is 2 September 2004 with a registered Australian address.

General Applicant - A person who is not an Eligible Reset. Holder or Eligihle Ordinary
Shareholder,

The informalion on this page is a summary only, and should be read in conjuriclion with all olther
information contained in this Prospectus,
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Santos proposes o raise $500 million
through an Offer of FUELS

Summary of Terms of Issue

Set out below is a summary of the Terms of Issue of FUELS. This information is a summary only,
and should be read in canjunction with all aother information contained in this Praspectus, in
particular, the detailed Terms ot Issue included in Appendix 1 and the Risk Factors as sct out

in Section 7.

Issuer

Security

Face Value

Offer size

Underwriting

Dividends

Special
Dividend

Santos Limited (ABN 80 007 550 923)

tranked Unsecured Fquity listed Securities (FUFI5) which are nan-cumulative,
redecemable and convertible preference shares in Santos.

$100 per FUELS

A proposed issue of $500 million (5.0 million FUELS). Santos may accept
oversubscriplion for additional TUCLS and reserves Lhe right Lo issue less Lhan
5.0 millien FUELS.

the Offer is partially underwritten for $250 million. Refer to Section 9,12 for
{urther detaits.

Each Holder of FUELS is entitled to a preferred, non-cumulative, floating rate
dividend equal to:

Dividend Rale x Tace Value x N
Dividend -

365
where:

N is the number of days from (and including) the date FUFLS are first allotted
or the preceding Dividend Payment Date (whichever is the later) until (but not
including) the relevant Dividend Payment Date.

The dividends will be payahle on sach FUELS in arrears on 31 March 2005 and
thereafter on cach 30 September and 31 March until FUELS arc converted or
exchanged, If Santos does not convert or exchange by 30 Septemher 2009,
the Margin will be increased by a one-Line slep-up ol 2.2%% per annum.

The payment of dividends is at the Director’s discretion and is subject to there
being funds legally available for the payment of dividends,

See clause 2.4 ol Lthe Terms of Issue in Appendix 1.

An initial once off $5.00 Special Dividend will be paid (subject to declaration
by Santos’ Ilirectors) in the first week post allotment to Fligible Reset Halders
who have Lheir Resels redeemed and choose via their personalised Cleclion
Farm to reinvest the Redemption proceeds into FUELS. This dividend is
expected ta be Fully franked although the Anal position on this issue remaing
subject to confirmation from the ATO pursuant to a proposed class ruling.




Step-up

Dividend Rate

Franking

Conversion or
Exchange by
Santos

The Special Dividend is not paid to any other FUELS Applicants including
Eligible Resel Holders who chuose Lo patlicipale in Lhe Ou-narkel Buyback
and reinvest their proceeds in FUELS.

the payment of the Special Dividend is subject to clauses 2.2 and 2.4 of the

Teuns of Insue in Appendix 1.

Sce Section 8.

Once off 2.25% step-up in the Margin at 30 September 2009

Ihe Dividend Rate far each Dividend Period is calculated as:
Dividand Rale = (Markel Rale + Marging x {1 - T)

where:

Market Rate means the Bank Bill Swap Rate for 180 day bills applying on
the first business day of gach Dividend Period expressed as a percentage per
annum.

Margin expressed as a percentage per annum is for the period up to
30 Sepiember 2009, 1.55% and o1 Lhe period on or aller 30 Seplember 2009,
1,55% plus the step-up of 2.25%.

T means the Australian corporate tax rate applicable on the date of allotment,
wxprassed as g decimal, and which will be Laken Lo be 0.30.

Santos expects the dividends paid on FUELS to be fully franked (refer to
Section 8). If a dividend is not fully franked, the dividend will be grossed
up to compensate for the unfranked component.

If, on a Dividend Payment Date, the Australian corporate tax rate differs from
the Australian corporate tax rate on the date of allotment, the dividend will
be adjusted downwards or upwards accordingly.

See clause 2.3 of the Terms of Issue in Appendix 1.

FUELS are perpetual securities and have no maturity. Santos may convert or
exchange some or all of Lhe TUCLS al iLs eleclion Tor Ordinary Shares or $100
in cash for each FUELS on 30 September 2008 and each Dividend Payment
Dale Lhewaller. Sanlos also has Lhe rightl Lo:
= convert or exchange FUELS in cortain circumstances including
where the Directers resolve that there has been a change or proposed
change in a law, interpretation, governmental ruling (including onc
relating to taxation) or accounting standard (or interpretation by an
accounting slardard selling body) which will:

materially increase Santos' costs in retaining FUELS on issuc:

- affect the franking and availability of franking credits in respect of
FLELS;

alfect whelher TUCLS are classified as debl or equily Tor accounling
purposes; or

- impose additional, unacceptable requirements an Santos; and

e converl TULLS il a Lakeover bid or scheme ol arrangement is made in
respect of Santos.

Santos cannot elect to convert anly some FUFIS if such conversion would
resull in Lhere being less than $50 million in agyreyale Tace Value of TULLS
on issue.

See clauses 3.3 - 3.5 of the lerms of Issue in Appendix 1,




Conversion
Ratio

Ranking

Participation

Voting Rights

Quotation

The ratio at which FUELS will convert into Ordinary Shares will be calculated
by reference to the market price of Ordinary Shares during the 20 business
days immedistely preceding, but not including, the conversion date, less a
canversion discount of 2.5%. The Conversion Ratio shall not be greater than
400 Ordinary Shares for cach TULLS subject to certain circumstances.

See clauses 3.7 - 3.10 of the lerms of Issue in Appendix 1.

Santos FUCLS rank cqually amongst themselves in all respects and are
subordinated to all creditars hut rank in priority to Ordinary Shares,

FUELS confer no rights to subscribe for new securities in Santos or to
parlicipale in any bonus issues.

FUELS do not carry a right to vote at general meetings of Santos except in
limited circumstances.

See clause 5 of the lerms of lssue in Appendix 1.

TULLS will be quoted on the ASX, subject to successful application.
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2.1 Why is Santos Redesming and Buying Bacl 115 Resets?

In December 2001, Santas issucd $350 million of Resets as part of its ongoing capitat
management. strategy. The funds raised from this issue were primarily used fo undertake an
aoff-market buyback of Ordinary Shares, effectively replacing Ordinary Shares with a less
cxpensive form ot capital,

Consistent with the Cempany’s ongoing commitment to capital management, Santos is to raise
new capital through the public offering of FUELS. FUELS have more equity-like features than
Resels and will achieve a more elTicient capilal sbruclure for Santos. Accordingly, Lthe Company
has decided to use some of the proceeds from the issue of FUHS to fund a Redemption

of Resets.,

Subsaquent to the Resets issue in 200, the Australian Accaunting Standards Board has
adopted a process to harmonise Australian accounting standards with international accounting
standards. As a result, Australian cquivalents to International Financial Reporting Standards
(IFRS) will come into effect in Australia on 1 January 2005, One effect of these changes in
accounting standards will be that Resets will be classified as debt rather than equity in the
Company’s statement of tinancial position atter 1 January 2005,

In these circumstances, the terms of issue of the Resets permit a Redemption. Accordingly,
the Directors have resolved to redeem all Resets that remain on issue on 30 September 2004,
provided Lhal Lthe new issue ol TUELS is made on or belore Lhal dale.

In accordance with the terms of issue, the Redemption of Resets will be effected by the
Company paying the Face Value of $100 in cash tor cach Resct to holders registered as at
30 September 2004. The normal half-yearty dividend of $3.244 per Reset will alsa be paid
to Eligible Reset Holders on that date.

The Company is Unable Lo redeemn Lhve Resels on any olher Lerins. lowever, Lhe Company
recognises that the market value of Resets has generally exceeded $100 and is therefore
offering a number of Options {including an On-market Buyback) that are intended to provide

a lair outcome lor all Resel holders. You will need Lo exercise your preferred Oplion prior Lo
the relevant Closing DDate (see following table). If you do not exercise any of the Optians 1-2
described below, you will only receive $100 for each Reset. You are urged to carefully consider
Lhese OpLions Lo maximise Lhe value ol your inveslment:




2.2 Am I an Eligible Reset Holder?

To be an Cligible Resel Holder you musl be a regislered holder of Resels as al 5.00pm
(Melbourne Time) on the Record Date, which is 2 September 2004, with a registered
Australian address.

2.3 Gptions Tor Reset holders

1. Redeem Resets and reinvest in FUELS with a $pedial Dividend entitlement

If you ave an Eligible Reset Holder, you may choose to have all your Resets redeemed for $100
each and have the proceeds reinvested in FUELS. If you choose this option, FUELS issued out

of the Redemption proceeds will be entitled to receive a Special Dividend of $5.00 per FUELS

payable on 7 October 2004.

To choose this Option, you must complete your yellow personalised Election Form, ticking the
box marked "To Redeem Your Resets and Reinvest in FUELS", and return it to Computershare
Investor Services Pty Limited (Computershare) by 5.00pm (Melbourne Time) on 24
September 2004.

2. Sell Resets on-market into Santos’ Buyback and reinvest in FUELS

If you are an Eligible Reset Holder, you may choose to sell all of your Resets on-market and
have your proceeds trom the sale reinvested in FUELS. Santos has appointed Mernll Lynch
Equities to act as broker for the Buyback of Resets at $105 per Reset. Eligible Reset Holders
who clect to sell on market during the Buyback and reinvest in FUELS will not be entitled
to receive the Special Dividend mentioned above.

To choose Lhis Oplion, you musl complele your yellow personalised Clection Form, Licking Lhe
box marked "To Scll Your Resets and Reinvest in TUCLS”, and return it to Computershare by
5.00pm (Melbourne Time) on 16 September 2004.

The proceeds from Lhose inveslors who wish Lo reinvest in Lhe TULLS Offer will be held on trust
iy Sanlos on bahall of investors, unlil allolmend of FUELS. No inlerest. will be paid on Lhese
proceeds. Any lunds nol reinvesled will be refunded Lo you. If yeu chaoose Lhis Oplion and Lhe
FUELS issue dous nal. procesd, the pioceeds from Lhe sale of your Resels on-markal under Uis
Oplion 2 will be refunded Lo you.

Tf you are considenng choasing this Option 2 you should be aware that if you choose this
Option and the Buyback does not proceed, and if yaur election has rnot aligady heen acted
upan, your election may he freated as heing an electian to have your Resets redeemid and the
proceeds einvested in FUELS as described in Optian 1. See Section 9.10.




3. Sell Resets on-market ‘

All Reset holders may chioosc to sell their Resets on market for cash. As Santos has offered to
purchase shares under the On-market, Buyhack at $10%5 per Resat, you should realise at least. that
amount (less transaction costs) on or before 17 September 2004. After this date you are likely
to veceive no more than $100 per Reset (less transaction costs). To choosc this Option, you
should contacl your stockbraker. If you choose Lhis Oplion you will nol have an enlillemenl. Lo
an allocation in the FUELS Offer nor be entitled to receive the Special Dividend, however you
will still receive a priority allocation over general Applicants if there is excess demand for FUELS.

4, Do nothing/Redeem

AllL Reset holders may choose ta do nothing, in which case the Resets will be redeemed for
$100 each on 30 September 2004. This coursc of action may not offer Reset holders an optimal
vuleame, Refer parlicolatly Lo e adverse Lax conseguences discussetd in Section 8.

Priority allacation

In addition to these Options, you inay also apply for additional F'UCLS under this Prospectus.
As an Higible Reset Holder, if you complete your blue personalised Priority Application Form
sent to you with the Prospectus, you will receive a priority allocation over general Applicants
it there is excess demand for TUCLS.

tar further details regarding how to apply for FUFI S see Section 3,

2.4 Taxation {mplications

Reset holders and any other parties considering investing in FUH S should obtain their own
taxation advice, as the tax implications of participating in the Redemption and Buyback of
Resels and/or investing in TUCLS will depend on your individual circumslances. A general
outling of the tax implications far certain investors who are Australian residents can be found
in Section 8. If you are not an Australian resident you should seek your own professional
taxation advice.

2.5 The On-Market Buyback Offer Peviod

The On market Buyback is expected to be open from Wednesday 8 September 2004 until Mriday
17 Seplember 2004, You muslelurn your yellaw personalised Eleclion Funn by 5.00pm
(Melbourne Time) on 16 September 2004 to sell your shares an-market during Santos’ Buyback
and reinvest the proceeds in FUELS. Santos reserves the right to re-activate the On-market
Buyback subsequenl. Lo Lhis period.

2.8  Brokerage and Stamp Buly

There will be no brokerage lee for Cliyible Resel [olders who use Lheir yellow personalised
tlection Form to instruct Merrill Lynch tquities to sell their Resets on-market and reinvest the
proceeds in FUELS. Reset holders who otherwise choose to sell their Resets on-market will pay
applicable brokerage.

No stamp duty is payable on a sale of Resets,

No stamp duly or brokerage is payable on Redemplion ol Resels.

2.7  Hon Eligible Reset Holders

Non Cligible Resel Holders are Lhose holders who were nol registered as a Resel holder as ol
the Record Date vn 2 September 2004 (for example, those parsans who purchased their Resets
after the ex-entitlement date of 27 August 2004) and/or who are not registered with an
Austratian address. Non Eligible Resct Holders are limited to two of the availablc Options
deseribad in Section 2.3:

e sell Resets on-market (Option 3); or
* do nolhing/redeem (Oplion 4).

Non kligible Reset Holders will not be entitled to the Priority Allocation er the Special Dividend.
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3.1 Who Mav Apply

The Offer is available Lo persons wilh willh a registered AusLralian address receiving

this Prospectus in Australia, including hy downloading a copy of this Prospectus fram Santos’
website at www.santos.com. Applicants using an Application Form attached to either the
electronic or printed version of Lhis Prospectus must be regiclered wilh an Auslralian address
on ? September 2004,

No action has been, or will be, taken to register this Prospectus in any jurisdiction outside
of Australia. This Prospectus does not constitute an offer or invitatian to potential investors
where such an offer or invitation would be unlawful,

3.2 When to Apply

The Offer will open at 3.00am (Melbaurne Time) on 1 September 2004 and is expected
to close at 5.00pm (Metbourne Time) on 24 September 2004, Applications must be received
hefore the cluse of the Offer. Santos reserves the right to accept or reject late Applications.

Santos may, in its absolute discretion, choose not to proceed with the Offer, close the Offer
early or extend Lhe Closing Dale withoul notice. Inveslors are encouraged Lu submil Ltheir
Applications as soon as possible after the OFfer apens. If the Closing Date is varied, subsequent
dates may also be varied accordingly.

3.3 How To Apply
You may apply for FUELS:

* il you are an Eligible Resel Holder and you choose Lo liave your Resels redesmed or houghl.
back and the proceeds reinvested in FUELS, by completing and returning your yellaw
personalised Election Form accompanying this Prospectus in accordance with the

insbructions sel oul o Lhal Tonn;

¢ if you are an Eligible Ordinary Shareholder or Eligible Reset Holder wishing to apply for
addilional FUELS. by compleling and returning your blue perionalised Priority Applitalion
Form accompanying this Prospectus in accordance with the instructions in that form;

* by completing the grey General Application Foerim attached to this Prospectus or obtained
from the Santos website ot www.santos,com in accardance with the instructions set out in
that form; or

= Lhrough the Broker Firmi Offer as instrucled by your Broker (see Seclion 3.9).

Persans who receive the electronic version of this Prospectus should ensure that they download
and rcad the Prospectus in its entirety. Applications cannot be made online.

the Corporations Act prohibits any persen from passing an Application Form on to another
person unless it is attached to or accompanying a paper copy of this Prospectus or the
caniplele and unallered elaclronic version of Lhis Prospecius.




3.4 Eligible Ordinary Shareholder or Eligible Reset
Holder Applicants

If you are an Eligible Ordinary Shareholder or an Eligible Reset Holder you will be entitled
to a priority allocation over general Applicants where there is excess demand for the Ofter.
Yau will not he entitled to any particular allacation.

Eligible Ordinary Shareholders and Eligible Reset Holders should receive a blue personalised
Priorily Application Form wilh Lheir copy of Lhis Prospeclus. You musl use Lhe blue
personalised Priority Application torm to apply for FUELS to be entitled to receive your
priority allocation (see Section 4.2). For Eligible Reset Holders, this Application is for
additional TUCLS. over and above any TULLS received Lhrough Lhe reinvesiment of proceeds
from the Redemption/Buyback. Lf you use a grey General Application torm downloaded from
the Santos website at www.santos.com or attached to the Prospectus, you will not be entitled
Lo receive a priorily allocalion.

Eligible Reset Holders have a guaranteed entitlement to an amount of FUELS equal to the
proceceds (if any) of the Redemption or Buybacle of their Resets provided they usc their yellow
persanalised Flection Farm to reinvest in FUFIS.

This Offer is not applicable to vesidents of the United States and other foreign jurisdictions.
US holders should refer Lo Seclion 9.7 Tor further informalion in Lhis regard.

3.5 General Applicants

I you are nol an Lligible Ordinary Shareholder or il you are nol an Cligible Resel llolder, you
should use the grey General Application Form attached to this Prospertus,

3.8 Mintmum Anplication

ihe price of each FUH S is $7100, Applications using the blue personalised Priority Application
Form or grey General Application Form must be for a minimum of $5,000 (50 FUELS) and
Lhereafler, in inulliples ol $1,000 (10 FULLS). However, you may be allocaled a lesser number
of FUHS, including rero, in the event that there is excess demand for the Offer, Fligible Reset
Holders will receive a guaranteed entitlement to participate in the issue of FUELS using the
proceeds ol Lheir Resels even il Lthose proceeds are less Lhan $5,000 (50 TUCLS).

3.7 Payment for FUELS

(a) Eligible Reser Holders reinvesting in FUELS

If you are an tligible Reset Holder and you use your yellow perscnalised Flection Form to
reinvest in FUELS, no further payment is required from you in respect of that reinvestment.
The proceeds Trom the Redemplion or Buyback of Resets will be applied Lo acquire TUELS in
accordance with your yellow personalised Flection Form,

(b) Alt Other Applications

Eligible Ressl Holders applying Tor addilional FUELS outside Lhe reinvestnenl. Optinns, as well
as Applications by Elinible Ordinary Shareholders and general Applicants, must include
payment as specified by paragraph 3.7(c).

(<) Payment Methods

The completed Application Form must be accompanied by cheque(s) or money order(s)

for Lhe relevant Application Monies in Australian dollars drawn on an Auslralian branch of a
financial institution, Cheque(s) or maney order(s) should be crossed “nat negotiable” and made
payable to “Santos FUELS Offer”,




3.8 Return of Forms

Completed Application Forms (other than Broker Firm Applications), and any accompanying
payments must be mailed or delivered to Computershare at:

The forms must be raceived at one of the above addresses by 5.00pm (Melbaurne Time) an
the relevant Closing Date. Forms and any accompanying payments will not be accepted at any
Santos oftice.

By returning these forms, you acknowledge, among other things, that you have received and
read this Prospectus.

3.8  Brokey Firm Applicetions

If you have received a Broker Firm Application for FUELS from Merrill Lynch or a Broker to the
OfTer, your payment musl be made Lo the Broker who ofTered you your Broker Mirm Allocation
(not ta “Santos FUFI'S (Hfer),

The Application and payment pracedures and. any other requirements will be explained

Lo you by your Broker. If you have s Braker Finn Allocalion and are in any doubl sbuoul. whal.
action you should take, you should immediately contact the Broker who has offered you your
Broker Firm Allocation.

tf you submit a Hreker Firm Application, your Broker will act as your agent in submitting your
completed Application Form and Application Monies ta Computershare (which receives them on
behall of Santos). It will be your Broker's responsibility Lo ensure they are submitled Lo
Computershare by 5.00pm (Melbourne Iime) on the Closing Date, Santos, Computershare and
Merrill Lynch take no responsibility for any acts or omissions by your Broker in connection with
your Broker Tirin Application, related Application Forms or Application Monies.

3.30 Refunds

Santos reserves the right to reject any Applications or to allocate Applicants, excluding
Applicants under the Hroker Firm Offer and Fligible Reset Holders for their guaranteed
entitlement to FUELS, a lesser number of FUELS than those applied for, including less than
the minimum $5,000 worth of TUCLS and zcro TULLS.

If you are allotted less than the number of FUELS you applied for, you will receive a refund
cheque as soon as practicable after the Allotment Date. No interest will be paid to Applicants
un Applicalion Moniaes, including refunded Applicalion Monies.

If a cheque you have provided has not cleared by 5.00pm (Melbourne Time) on 29 September
2004, your Application for FTUCLS may be rcjected and in this case your Application Monics will
hie refunded to you.

—o—



3.11 Brokerage and Stamp Duty

You do nat have ta pay brokerage or stamp duty on your Application'. Yau may have to pay
brokerage on any subsequent transter of your FUELS on the ASX.

3.12 Tax File Numbers {TFN} and Australian Business Numbers (ABN)

A TFN/ABN form will be provided to all Holders with their first Holding Statement. You do not
have Lo provide your Tax File Number, TEN exemiplion code (if applicable) or Australian Business
Number on this form. However, if you do not provide your TFN, TFN exemption code (if
applicable) or ABN, Santos will be required to deduct tax at the highest marginal tax rate
{cutrently 44.5% including Lhe Madicare Levy) from Lhe amount of any unltanked dividend
on your FUELS,

3,13 Brguiries

If you require assistance to complete your form, or require additional copies of this Prospectus
or an Application Form, you should call the Santos Information Line on 1300 733 636.

If you have questions regarding FUH'S generally, you should refer to Section 5 where some
answers to key questions about FUELS are provided. If you are unclear on any matter referred
to in this Prospectus, you should call the Santos Information Linc on 1300 /33 636. If you arc
uncertain ifF FURLS are a suitable investinent for your purposes, or are uncertain un what to do
in relation to Resets you hold, you should seek professional advice from your accountant,
stockbroker, solicitor or other professional adviser.

3.314 Privacy

When making an Application, Applicants will be required to provide personal information
to Sentoy and Computershare, Santos and Computershare will collect, hold and use an
Applicant’s personal information in order to assess the Application, service the Applicant’s

needs as an investor, provide facilities and services that an Applicant requests and carry out
appropriate adrministration,

Company and tax law requires some of the information to be collected. If an Applicant does not
nrovide the informalion requested. Lhe Applicalion may nol be processad efficiently, or al all.

Santos and Computershare may disclose an Applicant’s personal information for purposes
related to the Applicant’s investment to their agents and service providers including those
listed below ar as otherwise authorised under the Privacy Act 1988 (Cth):

*  Merrill Lynch in order to assess the Application:
e Computershate and Merrill ynch Fquities in order to essess and pracess Applications; and

e the printers and the mailing house for the purpose of preparation and distribution of
slatemenis and for handling of mail.

Under the Privacy Act 1988 (Cth), an Applicant may request access to personal information
hecld by or on behalf of Santos or Comnputershare. An Applicant can request aceess to
personal information by writing to, o1 telephoning, Santos’ Share Registry:

Santos Limited

Level 29, Santos House

91 King William Street

Adelaide SA 5000

Sanlos Informalion Line: 1300 733 636

By returning a valid Application Form, the Applicant acknowledges having received and
read a copy of this Prospectus.
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4.1 Allotment

Santos inlends Lo allol TUCLS on 30 Seplember 2004, Santos will nol alloL any FULLS until
it has heen granted appraval for FUFIS to he quoted on the ASK and Santos has received all
proceeds for accepted Applications.

Santos proposes to issue 5.0 million FUELS at 4 Face Value of $100 each to raise $500 million
and may accept aversubscriptions for additional FUELS. Santos reserves the right to issue a
lesser number of FUELS in its absolute discretion.

4.2 Allocation Policy

Eligible Reset Holders will be allocated their entitlement of FUELS if they choose to reinvest,
and in other cases Santos and Merrill Lynch will determine the persons to wham FUELS will
be allocated.

Santos, in consullalion with Merrill Lynch, has absolule diseretion in delermining Lhe method
and extent of allocation of FUH S, However, Santcs and Merrill 1ynch will have the objective of
achieving an orderly and successful secondary market and a wide distribution of FUELS, Eligible
Resel |lolders and Cligible Ordinary Shareholders will be allocaled TULLS in priority Lo general
Applicants,

Depending on the level of reinvestment by Eligible Reset Holders, and the overall level of
subscriptions from the finm, prionty and general Applicants, Applications (excluding Broker
Firm Applications) may be scaled back. This may include scaling hack to below the minimum
application of 50 FUELS. Somc Applications may be rejected.

Ln respect of any Application where the number of FUELS allocated is less than the number
applied for, or where no allocation is made, surplus Application Monies will be refunded as soon
as praclicable afler Lhe AlloLmeid. Date. No inleresl. will be payable on Applicalion Monies.

4,3 Priority for Eligible Ordlnary Sharebolders and Eligibie
Reset Holders

I Lthere is excess demand flor FTUCLS, Cligible Ordinary Shareholders and Eligibla Resel lolders
will receive a priority allocation over general Applicants who do not have a Hroker Hrm
Allocation, Santos, in consultation with Merrill Lynch, will have the absolute discretion to
delermine the method and extent of Lhal priority allocation.

4.4 Proviston of Holding Statements

Sanlos will apply lor TUELS Lo participale in Lhe Clearing House Cleclronic Subregister System
(CHFSS) and, if official quotation is granted by the ASX, no share certificates will be issued,
Following the allotment of FUELS to successful Applicants, Holders of FUELS will be sent an
iniLial stalement thal sels oul Lthe number of FUCLS Lhey have been allolied. llolders ol FTULLS
will receive subsequent statements showing any changes to their tUELS holding.
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4.5 ASX Listing

Santos applied on 24 August 2004 to have FUELS listed on the ASX, If the FUELS are not
admitted to the oftficial list ot the ASX, FUELS will not be issued and Application Monics will
he refunded to Applicants.

4.6  Deferred Settlement Tradiog

I is expecled Lhal bading of FUELS on the ASX will commenie oo a delerned setilement. basis
an 5 October 2004, and will continue on that basis until (and including) 7 October 2004, This
is because trading will take place before entrics are made in respect of holdings of FUELS and
hefore Holding Slalemenls dre senl oul Lo successful Applicanls.

It is the responsibility of Applicants to determine their allocation before trading in FUELS

on a delerred selllement basis. Inforimation regarding Lhe allocalion of TULLS can be oblained
on or after 30 September 2004 by calling the Santos Information line on 1300 733 636,
Applicants who sell FUELS before they receive their Holding Statements will do so at their
owWn risk.

Holding Statements which will set out the number of FUELS issued to each successful Applicant
are expected to be dispatched on 7 October 2004, Trading on a normal settlement basis should
commence Lhe nexl. day.
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Answers to Koy Questions Regarding the Issue of FUELS

Sections 5.1 through 5.20 contain answers to some of the questions that prospective
investors may have about FUELS. These answers are intended as a guide only. Further
details are provided elsewhere in this Prospectus, which should be read in its entirety,

The Terms of Issue of FUELS are set out in full in Appendix 1.

.1 What are FUELS?

FUELS stands for Franked Unsecured Equily Lisled Securilies. FUELS are rederimable, convertible
preference shares Lhat enlille llolders Lo non-cumulative dividends. The dividends are expecled
to be fully franked (refer to Section 8) and payable half yearly, subject to declaration by
Santos” Dircctors. TUCLS rank in priority to Ordinary Shares for payment of dividends and for

a return of capital on a winding up of Santos.

TULLS arc perpetual but may be converted or exchanged in certain circumstances at the sole
discretion of Santos. Holders do not have the right to require Santos to convert FUELS into
Ordinary Shares or have them exchanged for cash. In addition, FUELS may be redeemed, bought
back or cancelled at Face Value for cash by Santos on 30 September 2009 and each subsequent
Dividend Payment Date and in certain other circumstances (see clauses 3.3 and 3.4 of the
Terms of Issue in Appendix 1).

5.2 When will dividends ba patd?

Subjecl to the condilions described in Seclion 5.6, Holders ol FUELS will be enlilled Lo
dividends thatl are due Lo be paid hall-yearly in arrears on 31 March and 30 Seplember each
year, or if that day is not a business day, then the next busincss day. The first dividend will be
paid in respoect of the period from the date on which FUELS are Hrst allotted to 31 March 2005,
Dividends that have become due and payable are also paid on a conversion or exchange date.
The last Dividend MPayment Date is the date on which FUELS are converted or exchanged.

In addition, Santos will pay, subject to declaration by Santos’ Dircctors, a once off Special
Dividend to Eligible Reset Holders who choose to have their Resets redeemed with proceeds
reinvested in FUELS, using their yellow persanalised Election Form. It is expected that this
dividend will be fully franked although the final position on this issue remains subject to
confirmation from the ATO pursuant to a proposed class ruling (refer to Section 8). The Special
Dividend will anly be paid on those FUELS acquired out of proceeds of Redemption of Resets,

5.3 HMow will the @ividend Rale be calonlated?

The Dividend Rale through Lo 30 Seplember 2009 will be a floaling rale, as opposed Lo a lixed
rate for the Rescts, and will be st on the frst business day of cach Dividend Period and will
be calculated as:

Dividend Rate = (Market Rate 1 Margin) x (1 T)
where:

Market Rate means the Bank Bill Swap Rate for 180 day bills applying un the first business day
of each Dividend Period expressed as a prreentage per annum.




Margin is expressed as a percentage per annum. The Margin was determined under the
Bookbuild as 1.55% pcr annum.

T means the Australian corporate tax rate applicable on the date of allotment, expressed as a
decimal, and which will be taken to be 0.30.

As an example, if the Market Rate un the date of allotment 1y 5,%900% per annum and the
Margin is 1.55% per annum, the Dividend Rate for the first Dividend Periad would be calculated
as follows:

(5.500% + 1.55%) x (1-0.3) = 4,9350%

The actual Dividend Rate for cach Dividend Period (including the first Dividend Period) may be
lower or higher than the example given above,

B.4 Wikl the Margin change over thine?

Tf Santas does not convert ar exchange the FUFLS by 30 September 2009, the Margin for each
Dividend Period commencing on or after 30 September 2009 will be increased by a one-time
step up of 2.2%% per annum.

4.5 How will the dividend be calculated?

The dividends payable on cach TULLS for cach Dividend Period will be caleulated based on the
fallowing formula:

Dividend Rate x Face Value x N

3266
where:

N is the numbher of days from (and including) the date on which FUFIS are first. allotted

or the preceding Dividend Payment Date (whichever is the later) until (but net including) the
relevant Dividend Payment Date. The same formula is applicable should TUCLS be converted
o1 exchangad an dates other than the half-yearly Dividend Payment Dates.

Continuing from the previous example, assuming the Dividend Rate for FUELS for the period
Lo 31 March 2005 is 4.9350'% per annum and Lhe number of days in Lhe Dividend Period is 182,
the dividend far that Dividend Periad for each FUFIS would be as follows:

4.9350% x $100 x 182

- $2.4607

365
All calculations of dividends will be rounded to the nearest four decimal places. lor the
nurposes of making any dividend payment. in respart of 2 Halder's agyregate FUFLS, any
fraction of a cent will be disregarded.

5.6 Will dividends always be paid and what happens if a
dividend is not paid?

Dividends on FUELS may not always be paid and are non-cumulative, Therefore, if a dividend
is not paid in full for any particular Dividend Period, a llolder will not reccive that dividend
unlfess Santos elects, at its discretian, to make up for that payment.

If for any reason a dividend has not been paid in full within 20 business days after its Dividend
Paymenl. Dale, the Company musL nol withoul approval of a spacial resolulion passed al a
separate meeting of Holders of FUELS declare or pay a cash dividend or make any distribution
on any share capital over which FUELS ranl in priority for participation in profits, or redeem,
reduce, cancel, or acquire for any consideralion any share capilal of the Company (olher than

a FUELS), until such time as:




¢ two consecutive dividends stated to be payable on FUELS under clause 2.1 of the Terms of
Tssue in Appendix 1 thereafter have been paid in full; or

* an oplianal dividend has heen paid Lo Lhe Holders ol FUELS equal Lo Lhe unpaid amounl.
(if any) of the two immediately preceding dividends under clause 2.1 of the Terms of Issue
in Appendix 1 prior to the date of payment of the optional dividend; or

all FUELS have been vonverted, 1edeemed, hought back or cancellud.

5.7 what happens if & dividend is not fully franked?

Santos expects the dividends paid on FUELS to be fully franked (refer to Section 8 for further
debails). I a dividend is nal. Tully franked, Lhe dividend will be yrossed up Lo compensale Tor
the unfranked component. If the Directors make a declaration to pay a dividend which is not
fully franked and not arossed up, Santos will be restricted in making dividend payments and
distributions and resiricied in relurning capilal of Sanlos ranking equally wilh or helow FUELS
as described in Section 5.6.

See clause 2.3 of the Terms of Issue in Appendix 1.

5.8 What happens to dividends i the Australian corporvate tax
raie changes?

If, on a Dividend Payment Date, the Austratian corporate tax rate differs from the Australian
corporate tax rate on the date of allotment, the dividend will be adjusted downwards or
upwards accanlingly.

See clause 2.3 of Lhe Terns of Lssue in Appendix 1.

5.9 What is conversion and exchange?

On a conversion or exchange date, at its sole discretion, Santos may:

e under conversion: convert FUELS into Qrdinary Shares;

« under exchange: redeew, buy back or cancel TUELS al Tace Value; or

s undertake a combination of the two.

£.10 When <an Santos convert or sxchange?

FUELS are perpetual sacurilies and have no malurily. Sanlos may converl. or exchange some
or all of the FUELS at its election for Ordinary Shares or $100 in cash for each FUELS on
30 September 2009 and each Dividend Payment Date thereafter, Santos also has the right to:

e canvert or exchange the FUFLS in certain arcomstances including where the Directors
resolve that there has been a change or proposed change in a law, interpretation,
gavernmental ruling (including one relating to taxation) or accounting standard (or
interpretation by an accounting standard setting body) which will:

- materially increase Sanlos’ cosls in keeping FTUCLS on issue;
affect the franking and availability of franking credits in respect of FUELS:
- affect whether FUELS are classified as debt or equity for accounting purposes; or
- impose additional, unacceptable requirements on Santes; and
* convert FUFIS if & takeover bid or scheme of arangement is made in respect of Sentos,

Sanlos cannol. elecl Lo converl. only some FUELS il such canversion would resull in Lhere being
tess than $50 million in aggregate Face Value of FUELS on issue,

See clauses 3.3 - 3.5 of the Terms of Issue in Appendix 1.

—%—
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%.11 Lan a Holder vequire converzion or exchange?

Holders cannat require conversion or exchange.

.12 wWhat happens on conversion?

On conversion, each FUELS will convert into one Ordinary Share and additional Ordinary Shares
will be issued to the Holder that, from the conversion date, rank cqually in all respects with
Lhe Ordinary Shares already an issue,

The ratic at which FUELS will convert into Ordinary Shares will be calculated by reference to
Lhe markel price of Ordinary Shares during Lhe 20 business days immedialely preceding, bul nol
including, the cenversion date, less a canversion discount of 2,5%, Ihe conversion ratio shall
not be greater than 400 Ordinary Shares for each FUELS subject to certain circumstances.

Sew tlauses 3.7 - 3.10 ol the Terms of Tvsue in Appendix 1.

5.13 What happens if Santos does not reguire conversion oy
exchange by 30 September 20097
If Santos does not convert ar exchange the FUELS by 30 September 2009, the Magin for each

Dividend Period commencing on or after 30 September 2009 will be increased by a one-time
step up of 2.25% per annum,

See clause 2.1 of the lerms of Issue in Appendix 1,

5.4 How will | he able to realise my investment in FUELS?

Santos will apply for FUFI'S to be listed on the ASX. (nce listed, FUFIS can be purchased or
sold on the ASX through any stockbroker at the prevailing market price, That price may be
higher or lower than Lthe Tace Value, and witl depend. among olher Lhings. on Lhe level of
supply and demand far FUHI'S,

If quotation is not granted, FUELS will not be issued and Application Monies will be refunded
Lo Applicanis. No inlerest will be paid Lo Applicanls oo Application Monies.

.15 Is brokerage or stamng duty payable?

Broketage n1 stamp duly is nol payable on your Applicalion, You may have Lo pay brokerage on

any subsequent transfer of your FUELS on the ASX.

5.16 What are the taxetion implivations of helding or disposing
of FUELS for new investors?

Potential investors shauld obtain their own taxation advice as the tax implications of

investing in FUELS will depend on a Holders individual circumstances. A general outline of the

Lax implicalions for cerlain investors who are Ausbialian residenls can be found in Section 8.
If you are not an Australian resident you should seek your own professional taxation advice.

8,17 Do FUELS have voting rights?

FUELS do net generally have voting rights, except in the limited circumstances set out in
clause 5 of the Terms of Issue in Appendix 1.

——



%18 Have FUELS been credit ratesd?

FUELS have been rated by Standard & Poor’s (Australia) Pty Limited (Standard & Poor’s). As at
the date of this Prospectus the rating of FUELS is “BBB "

An issue credit rating is a current opinion of the credit worthiness of an obligar with respect
to specific financial obligations, a specific class of financial obligations or a specific financial
program.

Securities rated "BBB-" or above by Standard & Poor’s Ratings Services are generally considered
to be invastment grade. Santos” FUELS have been given an invastmant grade rating. According

ta Standard & Poor's an issue rated "BBB-" desciibies an abligator which has adequate capacity
to meet its financial commitments.

These ruLings are not “markel" ralings, hor a recommendeolion by Slondurd & Poor’s Lo buy, hold
or sell FUFI S, Ratings are subject to revision or withdrawal at any time,

5.1% What are the risks of investing in FUELS?

An investment in FUH $ involves risks some of which are detailed in Section 7 of this Prospectus.

B.20 Why are FUELS beiny tssuad?

The Offer of FUFIS furms part of Santuy’ ongwing capital nanagement program and will partially
be used to fund the Redemption of Santos’ Resets. The balance will be used to partially fund
Santos” growth development program which will deliver increased production in the tuture.

Prospective investors should read the whale of this Prospectus carefully. If an investor
is unclear in relation to any matter or is uncertain if FUELS are a suitable investment,
the investor should consult with their aceountant, stockbroker, solicitor or other
professional adviser before deciding whether to invest.

Answers to Kay Quuestiony Regarding the Redempion and
Buyback of Resats

Sections 5.21 through 5.31 cantain answers to some of the questions that Reset

holders may have about the proposed Redemption and Buyback of Resets. These answers
are intended as a guide only. Further details are provided elsewhere in this Prospectus,
which should be read in its entirety. In particular, you should refer to Section 8 Taxation.

5.21 What are my Options under the Redemption and
Suyhack process?

Under the terms of issue, Santos has elected to redeem the Resets and is required to do so

at Face Value of $100 cach. However, the Company recognises that the market valuc of Resots
has generally exceeded $100 per Raset and is therefore offering a number of Options (including
an On-market Buyback) that are intended to provide a fair outcome to all Reset holders.
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These Qplions are further described in Seclion 2.3.

5,22 What price will T receive for my Reseis?

Tor Cligible Reset llolders Lhe price you will receive Tor your Resels depends on which
Option yau choose;

* 1. Redeem Resets and reinvest in FUELS with a Special Dividend entittement.
Each Reset will be redeemed for $100 with proceeds reinvested in FUELS. FUELS offered
to Eligible Reset Holders who choose to redeem and reinvest will carry the right to a Special
Dividend of $5.00 per Resct redeemed under this Option.

* 2, Sell Resets on-market inta Santos’ Buyback and reinvest in FUELS, You will receive
£105 for each Reset sold with the proceeds from the sale reinvested in FUELS. You will not
be entilled Lo receive Lhe Special Dividend mentioned above.

* 3, Sell Resets on-market. You will receive the selling price (less transaction costs) for
cach Reset in cash. It you choosc to sell your Rescts into Santos’ On market Buyback you
will receive $105 per Reset (less transaction costs). IF you choose to sell your Resets after
Santos' On-market Buyback you are likely to receive no more than $100 per Reset (less
transaction costs).

* 4. Do nothing/redeem, Resets will be redeemed at Face Value of $100 each on 30
September 2004. This course of action may not offer Reset holders an optimal outcome,
In parlicular, refer Lo Lhe adverse Lax conseyuences discussed in Seclion 8 and Lhe
treatment of your election in certain limited circumstances as discussed in Section 9,10,

Non Eligible Reset Holders are limited to the Options of sclling their Resets on market
(Option 3), ar do nothing and have their Resets redeemed (Option 4) which is expected to
result in a selling price as per these Options abave,

5.23 {an I choose to continue to hold my Resets?

No. Santos has elected to redeem or buy back all outstanding Resets if the FUELS issue
proceeds. As a Resct holder, you can choose to sell your Rescts on market, including during the
Buyhack, ar they will be redeamed by Santos.

5.24 Ave my entitlements to the new issue and Special
Dividend transTerable?
Na. You may not transfer to any other persan your entitlement to participate in the issue of

FUELS or your entitlement to the proposed Special Dividend. It is only Eligible Reset Holders
who will be entitled to a guaranteed allocation and the Special Dividend.

—5—



5.25 Is brokerage ov stamp duty payable?

There will be no brokerage fee for Eligible Reset Holders who use their yellow personalised
Eleetion Form to instruct Merrill Lynch Equitics to scll their Rescts on market and reinvest the
proceads in FUELS. Reset holders who otherwise choose to sell their Resets on-market will pay
applicable brokerage.

No stamp duly is payable on a sale of Resels.

No stamp duty or brokeraqe is payable on Redemption of Resets,

.25 Ts any component of the Redemption proceeds fraated
as a franked dividend?

No, the entire amount of the Redemption proceeds is a return of capital for tax purposes.
However, Eligible Resct Holders who have their Resets redeemed and reinvest the Redemption
proceads in FUELS will be entitled to the Spedal Dividend, which is expected to he fully
franked although the final position on this issue remains subject to confirmation from the
ATO pursuant to a proposed class ruling (reter to Section 8).

%.27 Are there any differences for capital gaing tax ({67}
purpeses between the Redemplion and acguisition of
FUELS and the Buyvbaek?

The capital proceeds for CGT purposes are expected to be the saine regardless of what Option
you choose (refer to Section 8), 1he post CG1 proceeds will differ as the actual consideration
for the Buyback is $105 per Reset. The amount received for redemption of each Reset (where
FTUCLS arc acquired) is $100 plus the Special Dividend of $5.00. The tax implications of the
Special Dividend may vary between holders due to franking and may influence the choice
between participating in the Buyback and having the Resets redeemed. You should consider the
after tax comparisoh between the Buyback (after CGT proceeds from the receipt of $105 for the

" sale of each Keset) and the Redemption and acquisition of FUHS (after CG1 proceeds from the

Redemption component plus the after-tax amount of the Special Dividend Component).
The cost base of TUCLS may also differ, as detailed in Section 8.

5.28 What are the tax implicalions of the Speacial Dividend?

The tax implications of the Special Dividend will not be the same for all holders and will depend
on your individual vircumstances, Set out in the table below are examples of the tax treatment
of the Special Dividend for certain Australian resident individual holders and complying
superannuation funds on the understanding that, as expected by Santos, the Special Dividend is
fully franked slthough the final position on this issue remains subject to confirmation from the
ATO pursuant to a propased class ruling {refer to Section 8). It is important to understand that
the tables arc examples only:




——

A PLELE P

Your income $6,001- $21,601- $58,001- >$70,000 Complying
$21,600 $58,000 $70.000 superannuation
fund
Marginal tax rate 18.5% 31.5% 43.5% 48.5% 15.0%,
Tax rate

Income tax consequences ($)

Speciat Dividend 5,00 5.00 5.00 5,00 5,00
Less: tax on assessable (1.32) (2.25) (3.11) (3.46) (1.07)
income

I ranking credit offset 2.14 2.14 2.14 2.14 2.14
After tax value 5,82 4.89 4.03 3.68 6.07

5.29 Where can I find move tnformation regarding the tax
implications of having my Reseis redeemed oy suld into
the Buyback?

Resel holders should obLain Lheir own Laxalion advice, as Lhe Lax implicalions ol Lhe
Redemption and Buyback will depend on a Reset halder's individual circumstances. A general
outline of the tax implications for certain investors who are Austratian residents can be found
in Seclion 8. Polential inveslors who are nol Australian residenls should seek Lheir own
professional taxation advice.

%.30 what happens if the FUELS issue does not proceed?

Tf the FUFIS issue toes not proceed, any Applicatiun Monies you have provided to apply for
FUELS will be refunded to you. The Redemption of Resets is conditional on new FUELS being
issucd. If you have clected to have your Resets redeemed and the procceds reinvested and
the issue does not proceed, the Redemption will not occur and you will continue to hold your
Resets. If you have elected to sell your Resets during the Buyback and have the proceeds
reinvested in TULLS, if your clection has been acted on before the issuc is withdrawn, your
Resets will be suld on-market, and the proceeds returned to you, Tn other cases, you will
continue to hold your Resets.

§.31 What happens if the proceeds of selling oy Resets dess
not amount 3o & multiple of 51007

If the proceeds from the sale of your Resets does not amount to a multiple of $100 (the Face Value
of each TULLS), any excess amounL which is nol used Lo acguire TUCLS will be relunded Lo you.

Reset holders should read the whole of this Prospectus carefully. If a Reset holder is
unclear in relation to any matter regarding the Redemption or Buyback of Resets, the
holder should seek professional advice from their accountant, stackbrokar, solicitor or
other professional adviser.
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&.1 {orporate Overview

Sanlos is a major Australian energy company wilh a markel value based on Ordinary Shares
outstanding, as at the close of trading on 27 August 2004, of approximately $3.9 hillion,
In 2003, production was 54.2 million barrels of oil equivalent (boe). Santos’ business is ail
and gas exploralion and production, with inlerests in every major Australian pelroleum
province as well as in the USA, Indonesia, Papua New Guinea and Faypt,

The Company is included in the ASX 50 Leadors Index, with sighiticant volumes of Ordinary Shares
traded daily on the Australian Stock Exchange. Santos” shares are also traded on the New Zealand

Stack Exchange and in the form of an American Depositary Receipt (ADR) program on NASDAQ.

&.2 Business of Santes

Santos is the largest producer of qas for the Australian market supplying 217 P of gas and ethane
in 2003 to all mainland Australian Stataes and Territorics. Major customers include the Austratian
Gas Light Company and Origin Enengy, who buy gas under long-term contracts. The Company also
sells oil and petroleum liquids to a number of domestic and international customers.

Santos” principal interests comprise production and exploralion operalions in Lhe
(ooper/Framanga Basins in Narth-Fast South Australia and South-West Queensland, the Surat,
Bowen and Amadeus Basins (onshore Australia), the Carnarvon Basin, Timor Sea and Timor Gap
(ofTshore Auslralia), Owway and Gippsland Basins (ollshore Australia), the Papuan Basin
{onshore Papua New Guinea) and the United States (onshore and offshare Gulf of Mexica).

Overview of Santos Production and Exploration Interests
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Ndditionally, Santos holds exploration interests in the Houtman, Browse, Bonaparte, Sorell and
Duntroon Basins (offshore Australia), in Cast Java and the Kutci Basin (offshore Indonesia), the
Warim Production Sharing Contract (West Papua), and in the Gulf of Suer, Fyypt.

Santos’ proven and probable reserves (2P), as at 31 December 2003, were 636 million boe. Gas
reserves ware equivalant Lo an average of 12 years al 2003 produclion, and oit and liquids
reserves were equivalent to 11 years of 2003 production.

Santos 2003 Reserves and Resources
(mmnae)
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Santos’ strategy is focused on creating growth opportunities that ave ultimately converted into
shareholder value. The Company has undergone significant Lransformalion in recenl years and
continually strives to optimise its portfolio,

Recent strategic initiatives that demonstrate Santos’ commitinent to further cnhanee its
partfalio include:

* development of new significant projects. In 2004, the Bayu-Undan liquids project in the
Timor sea comnenced production and work conlinues on Lhe LNG phase of Lhe projecl. In
addition, numerous other projects are under development including the Mutineer-kxeter oil
field and the John Brookes and Minerva gas fields;

*  strategic balt-on acquisitions, eg Santos has entered into a heads of agreement. with Medca
Energi Internasionale Tbk to acquire part of Novus Petroleum’s Indonesian interests and all
of Nowvus Petroleum’s Cooper Basin interests:

= significant exploration programs in Australia, Lndonesia, the United States and the Gulf
of Suez, Egypt (Santos’ first North African venture); and

e dispasal of non-care assets, ay interest in anshore Mway Basin, holding in Magellan
Australiz Petroleum Limited and helding in Oil Campany of Australia Limited.,

Santos will decide how iL will linance Tuldre capital expendilure in due course. Dependent
on production levels, cash flows, oil prices and unforseen events, Santos may need to raise
additional finance of $250 million in the 2005 year. It may finance this by debt, equity,
assel sales or a combination of Lhese melhods. A decision will be made closer Lo Lhe Lime
that any such finance is required,




6.3 Business Strotegy

Santos’ goal is ta be a leading energy company, measuring itself against the best oil and gas
companics in the world and performing alongside the top 25% ot those companies.

Strategic Focus

“T0 BE RECOGNISED BY
SIAKFHG DERS AND PEFRS
AL ULING WIHIN

THE TOP QUARTILE OF
THF WORI V'S OT1 AND
GAL CUMPANLLY

Souce: Sontos

The strateqy for growth is defined by three broad elements: to grow value through developing
a heller balanced growlh-orienlated explaration and produclion profile; Lo caplure more valug
from Santos’ existing asset base; and to maximise value through operational excellence.

Tor further information on Santos and its business strategy refer to Santos’ 2003 Annual Report
dvailable on the Company website (www.santas,com).

.4 Credit Baling
Santos and FUFIS have sach haen rated by Standan] & Poor's (Austialia) Pty limited (Standard

& Poor's). As at the date of this Prospectus the ratings aie as follows:

Santos Lang FUELS
Ratings Agency Term Senior Debt Rating Rating

Standard & Poor's BBBI BBb

An issue credit rating is a current opinion of the credit worthiness of an obligor with respect
to specific financial obligations, a spedific class of financial obligations or a specific financial
program.

Securities rated “BBB-" or above by Standard & Poor’s Ratings Services are generally considered
to be investiment grade. Santos’ TUCLS have been given an investinent grade rating. According

ta Standard & Poor's an dssue rated “BBB-" describas an obligator which has adequate vapacity
to meet its financial commitments,

These ratings are nol “markel” ratings, nor a recommendolion by Slandord & Poor's Lo buy, hold
or scll FUELS, Ratings are subject to revision or withdrawal at any time.
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6.5% First Half 2004 Resuls

The table below summarises Santos' Consolidated Statement of Financial Perfarmance for the
past two tinancial ycars and half years.

Santos Limited and Controlled Entities
Statement of Financial Performance

Year ended 31 December Half-year ended 30 June
2003 2002 2004 2003
$ million $ million $ million $ million
Producl Sales 1,46L.0 1,4/8.4 LY.L 116.0
Cost of sales (9/4.4) (8/0.9) (#26.0) (441.6)
Gross profit 490.6 607.5 164.5 274.4
Other revenue from ordinary activities 154.4 63.9 29.6 49,9
Other expenses from ordinary activities (179.5) (131.4) (51.6) (86.6)
Borrowing costs (34.6) (46.7) (13.9) (20.5)
Profit from ordinary activities befare
income tax 430,9 493.3 128,6 217.2
Income Lax expense ralaling o
ordinary aclivilies (103.9) (171.2) (42.1) (81.6)
Net profit after income tax attributable
to the shareholders of Santos Ltd 327.0 322.1 86.5 135.6
Preference dividends (23.0) (24.8) {11.5) (11.5)
Net profit available to ordinary
shareholders 304.0 297.3 75.0 124.1

Santos announced on 24 August 2004 a first half nct profit atter tax of $86.5 million for the
six months to 30 June 2004 compared with 3135.6 million for the previous corresppnding
period. The operating results for the half-year 2004 reflect the impact of reduced production
and sales resulting from a gas leak and fire which occurred at the Moomba Gas Plant in Central
Australia bn 1 January 2004, The first. half-year results do not include any expected recovery of
losses from claims on business interruption and property damanes insurance policies,

The resulls for Lhe firsl hall-year 2004 include Lhe following significant expense ilems:
organisation restructure costs of $71.8 million and additional operating costs assoriated with
the Moomba plant fire of $8.3 million. The results for the first half-year 2003 included the
following significanl expense itemns: wrile-down of exploralion expenditure of $30.4 million
and write-down of investments in listed shares of $4.4 million,

8.8  Financial Position

Ihe table below sets out Santos’ Consolidated Statement of FHnancial Position as at 30 June
2004 and Consolidated Pro Forma Statement of Financial Position post the proposed issue of
FUCLS of $500 million and the proposed Redemplion of the $350 million ol oulstanding Resels.
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Santos Limited and Controlled Entities

Pro Torina Statement of Minancial Position as at 30 June 2004

Current assets

30 June
2004
$ million

$ million

FUELS
Issue!”

Resets
Redemption(?
$ million

Pra Forma
30 June
2004

$ million

Cash 169.2 474.2 (35().[)) 293.4
Receivables 195.7 195.7
Invenlories 111.6 111.6
Clher 28.b 285
Total current assets 505.0 474.2 (350.0) 629.2
Non-current assets
Exploration and development expenditure  3,000.1 3,000.1
Land and buildings, plant and equipment  2,002.7 2,002.7
Uther financial assets 1.2 1.2
Lntangibles 4.9 4.9
Deferred tax assets 3.0 3.0
(ther 7.4 7.4
Total non-current assets 5,019.3 - - 5,019.3
Total assets 5,524.3 474.2 (350.0) 5.648.5
Current tabilitles
Payables 255.4 255.4
Deferred income 10.9 10.9
Interest-bearing liabilities 49.3 49.3
Current tax Liabilities 0.4 0.4
Provisions 64.3 G4.3
Other 36.1 36.1
Total current liabilities 416.4 - - 416.4
Non-current liabilities
Deflerred income 1/.0 1/.0
Interest-bearing liabiliLies 1,359.3 1,359.3
Delerred Lax Liabilities h26.5 526.5
Provisions 125.0 125.0
Other 2.8 2.8
Total non-current liabilities 2.030.6 - - 2,030.6
Total liabilities 2,447.0 - - 2.447.0
Net assets 3,077.3 474.2 (350.0) 3,201.5
Equity
Contributed cquity

Ordinary Share capital 1,bb2.4 1,5%2.4

Preference Share capital 342.3 491.7 {350.0) 184.0
Reserves (8.3) (8.3)
Retained profits 1,190.9 (17.5) 1,173.4
Total equity 3,077.3 474.2 (350.0) 3,201.5

Foolnoles

(3) Tur Ui purposey of Wi P Torme Stwmend of Mirncial Purition iy assumed Ll the FUCLS jssuc and Uie Redemplivn and

Huyhack of Kesers have areirced on 30 Jdune 24,

{2) Ihe FUELY issug has been presenled on Ui basis thal shaies will be issued W an amowit of £500 mittion, I s sssumed Lhal
all izzwed and valslanding Resety e redeetied and exeliaoged lor TUCLS, snd Uial Resel holders ieceive o Spedidl Dividend ol $5,00
pree Resit, (337,05 million in tatal) an 30 June 2004, The estimated cost of the Rescs Redumyrtion and tha TULLS isme i 34
million and has haon nffact agninst the pracceds in arcardance with Austalian Arcounting Standards, :

{3) The Resels Redemplion and Buyback amoeunls have besn compuled based on Lhe assuniption that all Resets am nedeenied al a price
ol 5100 per Resel On 24 Auyust 2004 Uie Company declsied 4 dividend ul §3,294 per Resel payable Lo holders cegislered in U

books of the Company at the close of busin

Farma Statemant of Hrancial Pasitian a2 ar 30 eae 7004,

% on 2 Suptembor 004, This dividend has not been broag it to account in the Pro

—6—
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8.7 Impact of Austratian equivalents to IFRS on
Santos’ Business

Following implementation by the Australian Accounting Standards Board (AASB) of the Financial
Reporting Council's policy of adopting the standards of the International Accounting Standards
Board (TASR) for application to reporting periods beginning an or after 1 January 2005, the
consolidated entity must comply with the Australian equivalents to International Financial
Reporting Standards.

lhe differences between current Australian Generally Accepted Accounting Practices (GAAF) and
the Australian equivalents to IFRS identified to date as potentially having a significant effect
on Lhe Sanlos consolidaled linancial performance and linancial pesilion are summarised below.
Ihe summary should not be taken as an exhaustive list of all the differences between current
Australian GAAP and the Australian equivalents to IFRS. No attempt has been made to identify
all disclosure, presenlalion or clagsification dilferences Lhal would affecL Lhe manner in which
transactions or events are presented,

Under current Australian GAAP the financial report is generally prepared on the basis of
histarical cost. while under the Australian equivalents to the TFRS framewark there is an
emphasis on recording assets and liabilities at their Fair values. The transition to Australian
cquivalents to ITRS will lead to the derccognition of some assets and the recognition of
additional assets and hahilities and accardingly will incraase valatility in reported results,
Additionally, the transition will lead to increased disclosures in the notes to the financial
statements.

{he AASB and LASB have significant ongoing projects that could affect the differences between
current Australian GAAP and the Australian equivalents to IFRS desciibed below and the impact
of Lhese differences relalive Lo Lhe Sanlos consolidated Ninancial reporls in Lhe future. The
potential impacts of the transition to Australian equivalents to [FRS include accounting process
and system changes and other changes in business practices.

The key potential implications of the transition to the Australian equivalents to TFRS on the
Santos group of companies are as follows:

Financial All Tinancial instrumenLs including derivalives will be recognised in Lhe
Instruments statement of financial position and all derivatives will be carried at fair
value,

Changes in the fair valur of certain financial instroments will e recorder
in the statement of financial performance. Where financial instruments
satisty strict hedge criteria, changes in the fair value will be recognised
in equity, or will offset the hadged expasure in the statement of financial
performance.

Impatrment Test  Testing lor impairmentl of non-currenl assels will be undertaken on Lhe
smallest grouping of assets generating cash flows, called cash generating
units, and will be determined on a discounted future net cash flow basis,
Upon initial applicalion of Lhe new accounling slandard, such Lesling is
likely to result in write-downs of carrying amounts to their recoverable
amounts of some non-cunent assets including cary forward Exploration,
Cvalualion and Development Cxpenditure. Any initial impairment wrile-
down may reverse in subsequent periods if there were an increase in
recoverable amount resulting from a change in the estimates used to
delermine Lhe inilial wrile-down.
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Exploration and
Evaluation
Expenditure

Deferred Tax
Assets and
Liabilities

Defined Benefit
Superannuation
Surpluses and
Deficits

Restoration
Liabilities

Exploration and evaluation expenditure may continue to be accounted

for under existing accounting policies under a proposed “grandfather
option” o1, alternatively, the Santus group of companies may adopt a
methodology which is compatible with the IFRS conceptual accounting
framework where exploration costs would be cxpensed unless they lead to a
successful discuvery of economic value, No decision has heen made at thig
time as to which accounting option may be elected by Santos as the
applicable accounting standard cntitled "Cxploration tor and Cvaluation of
Mineral Resources” is not likely to be issued by the Tnternational
Accounting Standards Board until fourth quarter 2004,

Deferred Lax assels and liabililies will generally be hased on Lhe differences
between the accounting and tax basis of assets and liabilities under the
“balance sheet” approach which may result in the recognition of more
delerred Lax assels and labilities.

Defined benefit superannuation surpluses and deficits will be recognised in
the statement of financial position and the changes in these values cach
petiod will be 1ecogmised in the statement of financial perforinance,

Restoralion liabililies will be discounled to presenl. value and capilalised
as a companent part of capitalised exploration and development
expenditure and plant and equipment,
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RISK FACTORS .

fray Cive Trvestors shoutd be aware

That there are fisks associated «ith an

investment in FUELS, many of which are

a the rontrol of Say

ouf

the visk factars set ot balow,

7.1 BMarket Conditions

FUELS may fluctuate in market price due to various
factors, including:

e Australian and international economic conditions,
inflation and interest rates and equity markets;

* inveslor parceplions;

* movements in the market price of Santos’
Ordinary Sharcs;

* the market for FUELS being less liquid than the
market for Ordinary Shares; and

* movements in global equity markets as a result of
hostilities, including, in particular, recent global
terrorist activity and instability in the Middle
Fast,

The market price of FUELS may be more sensitive than

Ordinary Shares Lo changes in inleresl rales, and il. is
possible that FUELS may trade below the tace Value.

The Ordinary Shares held as a result of conversion
would, following conversion, rank equally with the
Ordinary Shaves already on issue. Accordingly, the
value after any conversion will depend on the market
price of Ordinary Shares,

7.2 Dividends

As FUFLS are not. delit instrinments, dividends are not.
the same as interest payments. Payment of dividends
is at the discretion of Dircctors. Dividends arc only
alile to he paid out of current year or retainad profits
of Santos. There is a risk that Santos may not have
retained profits or generate a profit after tax in the
future. Tharefare there is a risk that 4 dividend may

nal. be paid (efer Lo Seclion 6.7 “Linpacl. of
Australian equivalents to LFRS on Santos’ Business”
and other risks included in this Section 7). Dividends
are non-cumalalive, and Lhierelore il a dividend is nol,
declared in any period it may not be made up in
subsequent periods.

7.3 Franking

Dividends payable on FUELS are expected to be fully
franked, bul thay may nol be fully Mranked. If »
dividend is not fully franked, dividends payable on
FUELS will be adjusted in accordance with clause 2.3
ol the Terms of Issua in Appendix 1 Lo compensale
holders for the reduced amount of franking credits.

7.4 Credit Rating

Ihere is a risk that the credit rating of Santos or the
FUELS may change as a result of changes in Santos’
operaling performance or capilal structure, which may
impact the liquidity and market price of FUELS and
Ordinary Shares.

7.5 Lonversion or Exchange

Santos has the right to convert or exchange all

or some of a llolders TUCLS for Mace Value on 30
September 7009 and other dates as determined in
accordance with clause 3.3 of the Terms of Issue in
Appendix 1 if cerlain evenls wilh cerlain cost,
regulatory, accounting, taxation or other specified
implications occur. If Santos is entitled to convert
or exchange TUCLS, because Lhere are a number of
methods by which Santas could undertake the
conversion or exchange, the method by which Santos
elecls Lo do so may nol aceord wilh Lhe preference
of individual Holders,

7.6 Ranking

FUFLS rank after creditors of Santos, Ihere is a risk
that in the event of a winding up of Santes there will
be insulTicient funds Lo provide a relur of capilal

to Holders af FUFIS,




Santos is entitled to issue further FUELS that rank
cqually with the TUCLS issucd under this Prospectus
without the approval of the Holders of FUFIS, Tn
addition, Santos may also issue other securities that
rank egually with or behind TULLS for dividends

ar payment in a winding up of Santos,

7.7 Tax

A general description of the Anstralian taxation
consequences of investing in FUELS is set out in
Section 8. This discussion is in general terms and

is not intended to provide specific advice in relation
to the circumstances of any particular investor.

Sanlos has recaived a privale ruling from Lhe

AlO confirming that FUELS will be classified as equity
intevests for taxation purposes and hence able to pay
franked dividends. If a change is marde 1o Lhe
Australian tax system (including that ruling) and that
change materially increases the net cost to Santos of
having FUELS on issue, Sanlos is enlilled lo exchange
or convert FUELS.

In addition to the normal level of income tax
imposed on all industries, companies in the

petroleum industry are required to pay government

royaltics, direct and indircect taxes and other imposts. -

Canmpany profitability can be affected by changes in
government taxation policies or in the interpretation
or application thercot. Santes is subject to taxation
and ather imposts o Australia, Tndanesia, Papna New
Guinea, East Timor, Egypt, Singapore and the United
States and changes in the revenue laws in any of
these countries may affect Santos’ earnings.

7.8  Accosunting Classifivation

of FUELS
Section 6.7 refers to the intraduction of TFRS,
A written accounting opinion has been obtained
from KPMG to confirm that TULLS will continuce to
be classified as equity for accounting purposes when
the newly adopted Australian equivalents to IFRS
take cffect from 1 January 2005, llowever, there
i a possibility that the applicable accounting
standard could be amended, revised or subject to
interpretation by the accounting standards setting
bodies which could result in FUFIS being reclassified
as a financial liability, If FUELS were reclassified as a
financial liability as a result of any such requlatory
thanges, this would result in the reclassificatiun of
dividends for accounting purposes as an interest
expense in arriving at the net profit or loss after tax
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attributable to Ordinary Shareholders on a
consolidated basis. In this cvent, Santes would be
entitled tu convert or exchange FUFIS,

7.8 Regulatory Changes

Santos 3% subject to significant, regulatory and
legal oversight. A change in the laws which apply
to Santos’ businecss or the way in which it is
regulated cauld have an arldverse effect on Santos’
business and financial condition. Other changes to
the regulatory environment, including applicable
accounting standards, may have a matenal adverse
effect on the carrying value of material assets or
otherwise have a material adverse effect on Santos’
business and financal conditinn,

7.18 Commodity Price

Fartors such as the level of industral praduction,
inflation and interest rates impact on commodity
prices, including oil prices.

Ihe international price for crude oil has historically
been volatile and directly affects Santos’ revenues
from Lhe sale of pelroleum liquids. Sanlos’ revenues
from the sale of natural gas are affected primarily by
variations in consumption levels, competition from
allernalive suppliers of nalural gas and olher energy
saurces and inflation rates,

7.3 Esxchange Rale

Santos’ petraleum liquids production is marketed
on the basis of international prices, which are
denominaled in Uniled Slales dollars.

In the absence of other chanqges, if the Australian
dollar strengthens in value relative to the value of
the United States dollar, Santas’ operating revenue
will be adversely affected. Conversely, a weakening

of the Australian dollar relative to the United States
dollar will tend to have a favourable effect pn Santos”
operating revenue, 0On a cash flow basis, this is
largely offsct by United States dellar denominated
expenditures.

Certain liabilities and assets of Santos are
denominaled in Uniled Slales dollars. Thus, a change
in the value of the Australian dollar relative to the
United States dollar may have an effect on the net
assel value ol Santos in Australian dollars.




7,12 Intersst rates

Santos horrows money in Australian and United States
dollars and 15 subject to interest rates which are fxed
and floating. A rise in Australian or Uniterl States
inlarast rales would atdversely alfecl Sanlos’ palit.,

7.13 Hedging

Santos trom time to time hedgos some of its
commodity price, exchange rate and interest rate risks
in order to moderate the risks described above. While
such hedging activities may provide downside risk
protection for Santos, it is also possible such
activities may limit Santos’ upside benefit potential.

7.44 Favirpnmental

Uil and gas exploration and production is an
envirenmentally hazardous activity which may give
rise to substantial costs for environmental
rehabilitation, damage control and losses,

7.48 Terrorism

There is a risk Lhal Lerrorist allacks and any olher
polential consequential events could impact on Lhe
global and Auslralian linancial markels and econonic
environment, including in arcas such as consuier
confidence, Lrade, interesl rales and equily prices.
These events may in turn impact on Santos’ business.

7.18 Political Instability in
Operating Locations
In addition to the risk of terrorism, Santos is subject
to a risk that it may not be able to carry out its
overseas operations as it intends to and ensure the
security of its assets located outside Australia, due
to political instability. Santos has overseas operations
in Indonesia, Papua New Guinea, the Timor Gap,
Egypt and the United States.

7.17 Government Actions

Santos’ operations caull he affected by gavernment.
actions in Australia and the other countries or
Jurisdictions (including the Timar Gap) in which it.
has petroleum interests, These actions include
government legislation, quidelines and requlations in
relation to the environment, the petroleum industry,
competition policy, native title and cultural heritage.
Such actions could impact an land sceess, the
granting of licences and other petroleum interests,
the approval of developments and freadom to

conduct aperations.

The possible extent of intreduction of additional
legislation, regulations, guidelines or amendments to
existing legislation that might affect Santos’ business
is difficult to predict. Any such qovernment action
may require increased capital and/or operating
expenditures and could prevent or delay certain
operations by Santos, which could have a material
adverse effect on Santos’ business and financial
condition,

7.18 01l and Gas Exploration and
Production

Industrial disruptions, work stoppages, refurbishments
and accidents 4t aperations, such as the Moomha
incident on 1 January 2004, can result in production
losses and delays in the delivery of praduct, which
may adversely alfact Santos’ poofitability and

cash Aow.

Future long-term results are directly related to the
success of effarts to replace existing petroleum
1eserves us they are produced, either through
exploration or acquisition, Santos’ aim is to continue
to replace ity produced petrolewn reserves but given
that explaratign is 2 high risk endeavour and there is
na certainty that aciqusitions will continne o he
made, no assurance can be given that this will
continue ta acour

Project developments in which Santos is, or may
become, involved are subject to technical risk,
Changes in reserves, liquids and gas prices, exchange
rates, construction costs and design requirements and
delays in construction may adversely affect the
commerciality and economics of project development,

Ongoing production, seismic, drilling, development
and other studies may lead to revisions in the level
and categories of Santos’ reserves which could have a
material adverse effect on Santos' business and
financial condition.

7,19 Native Titls

A nutnhier of the Austialian irderests of Sanlos

are located within areas which are the subject

of ane or more claims or applications for native Lille
determinatians. Whataver the outtome of those
claims of applications, il is nol balieved Lhal Lhey
will significantly impact on Santos” asset hase. Native
Litle decisions have Lhe polenlial Lo introdiice delay
in Lhe yrant ol mineral and pelioleum lenemenls and
ronsequently to impact generally on the Hming of
explotalion, develapment. amd praduclion operalions.

——



7.28 Operational Risk

Whilst. Sartas has aperational risk management
pactices, its profitabibty will continue to be subject
tn a variety of operational rtisks incuding strategic
and business decisions (including acyuisilivns),
technology nisle (inchiding husiness systemns failure),
repslation risk, Nawd, complianes with legal and
ragulatory obligations, counterparty performance
under pulsourcing artanyements, husiness canlinuily
planning, legal risk, data integrity risk, key person
risk and exlarnal evanis.

7.2% Counterparty Risk

As part of its ongoing commercial activitics, Santos
enters into sales contracts with various third parties
for the supply of petroleum products. The ability of
counterpaities to meet their commitments under such
arrangements may impact on Santos’ business and
financial condition.

7.22 Compatition

I he domestic gas market is competitive and Santos
faces competition frem new and existing gas
developments, pipelines and discoveries,
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7.23 Kay {ontyacts

Santos and its ralated bothies vorparate are parties
to various cantracts relating to onshore and offshora
explaration, developmant. and production aperatinns.
Masl ol Lhese conlracls aie vpuralions spaecific (for
example, agreaments relating to offshore exploration
diilling campaigns) allliough Sanlas is & parly Lo
some contracts under which it is provided with

lechnical services.

While Santos has a number of key contracts in place
(including fur the development of the offshore Fxeter-
Mutineer oi( fields), any real exposure under these
contracts is likely to be as a result of delays which
would affect the commencement or operation of
vanons projects. Santas considers that its key
cantracts are such that if any ane was terminated
or unabla to he discharged (indepandently of any
other termination of or inghility to discharge other
contracts), this would he unlikely to have a matenal
adverse effect on the performance of Santos,

The above summary is not exhaustive and
prospective investors should read the whole of
this Prospectus carefully. If an investor is unclear
in relation to any matter or is uncertain if FUELS
are a suitable investment, the investor should
consult their accountant, stockbroker, solicitor

or other professional adviser.
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The following is a summary prepared by Mrechills

of the Australian income tax implicatians far an
Australian resident (for tax purposes) resulting from
the sale or Redemption of Rescts and acquiring,
halding and dispasing of FUFIS. The information
below is not intended to be an authoritative or
cxhaustive stateinent of the law applicable to the
patticolar crcomstances of all taxpayers. The
information is not intended to be advice and

should not be relied upon on that basis. The ATO has
issned 4 class rnling in deaft farm to Santas. Certain
references in this summary are based on the ATO's
view cxpressed in this draft class ruling. Given the
class ruling 3s in draft forn anly, investors shanld be
aware that there is a risk that the final form of the
class ruling may differ from the draft class ruling in
a mannar which adversely affects investors.

spees of disposing of

The Laxalion implicalions for patlicular invesiors
may vary from the following depending on their

own circumstances. For this reason, it is strongly
recommended Lhal. all inveslors seek indepandent,

tax advice.

The information applies to Australian resident
individuals, Australian complying superannuation
funds and Australian resident corporate shareholders.
It docs not apply to sharchelders who are not resident
in Australia for tax purpeses, or shareholders who hald
their FUELS on revenue account (eg, in general,
sharehelders who are professional share traders, banks
o1 insurance campanies) or who agyuire their FUFIS
for the purpose of sale at a profit.

This summary sels oul. Lhe consequencas Tur dilTarent.
types of taxpayer of:

e disposal of Resets by sale or Redemption:
e receipt of dividends;

e conversion of TULLS to Ordinary Shares;
» exchange of FULLS for cash; and

* salc of TULLS on the ASX.

#.1 Disposal of Kesels

llolders of Resets have the following Qptions in
1elation to their Resets:

1. Redeem Resets and reinvest in FUELS with Special
Dividend entillament;

2. Sell Resets on-market into the Santos Buyback
and reinvest in TUCLS:

3. Sell Resets on-market; and
4. Do nothing and Resets are redecned.

Given that the Redemption of Resets will be funded
from the proceeds of the issue of FUELS and will
Lherelore be debiled enlirely against. Sanlos’ share
capital account, the Redemption amount will be the
Face Value, and Santos will give to the Eligible Reset




Holder the required notice of those facts, no part of
the capital proceeds on Redemption should be a
dividend, On the understanding that the Qn-market.
Buyback will not comprise “special” transactions
under the ASX rules, no part of the capital proceeds
of the On-market Buyback will be 3 dividend for

tax purposes. These matters are subject to the
application of anti avoidance rules but the ATO

is mot expected to apply the anti-avoidance
provisions to Resets,

Each Oplion will involve Lhe dispasal ol Resels lor
CGI purposes, Ihe capital proceeds from this CGI
event vary between the Options as set out in the
following lable:

The CGT niiles deam the “capilal procesds” of
redemption of a redeemable preference share to be
equal to the market value of that share. Normally the
markel value of an ASX quoled shara will reflecl its
quoted price, but that does not apply in this case
where the quoted price may be inftuenced by the
Lerms of Lhe redemplian proposal.

It is understood that the amount of the Special
Dividend has been ealculated with the intention

that the value of the Special Dividend entitlement,
plus the $100 issue price of FUELS should equal

the market value of the Resets. On that basis of
estiinating market value, and on the basis that the
market value of the Special Dividend entitlement is
considered to be the amount of the Special Dividend
af $5.00, the market value of a Reset would be $105.

Shareholders will derive a capital gain equal to the
axcass of the capital proceads over Lhe rosl base of
the shares, Lf your reduced cost base exceeds the
capital proceeds you will incur a capital loss equal to
Lhat excess. Broadly, your cost base and reduced cosl
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base in the Resets will be the Face Value of $100, if
you acquired Resets under the original issuc, or your
acquisition cost plus any incidental costs if you
purchased the shares (eg brokerage) plus any costs
of disposal (cg brokeraqe if sold on the ASX).

Ihose Reset holders who choose to do nothing
(Option 4) in respect of their Resets should be
awara thal far Lhe purposge of calculating the capilal
proceeds on Redemption of their Resets they will

be deemed to have recejved $105 per Reset,
nolwithslanding Lhal Lhey will only receive proceads
of $100 per Reset, [his {5 expected to be confirmed
in the final class ruling to be issued by the ATO.

Tndividuals and superannuation funds will be able to
apply a 50% and 33 1/3% (respectively) CGT discount
to any capital gain so long as the Rescts have been
held fur st least 17 months, A CGT discount is not
available for corporate shareholders. If the sale
triggers a capital gain and you have capital losses,
you must first caleulate your net gain, by offsetting
the gain with those losses, then apply the discount
to the net gain.

It is not expected that rollover relief will be generally
available for capital gains on Redemption or sale of
lhe Resels (Lhough holders may wish Lo Lale Lheir
own advice on that).

llo\ders of Rescts acquired within 90 days of the date
of Redemnption (30 Septeriber 2004) should cansider
discussing with a professional adviser or accountant
their entitlement to imputation credits in respect of
the Resets dividend payable on the final dividend
payment date (30 September 2004). Specific anti-
avoidahce provisions can apply to the receipt of
imputation credits attaching to dividends where the
shares are not held "at risk" for more than S0 days,
35 broadly described i the following scection 8.2.

8.2 Receipt of Dvidends
{Including Special Dividend)

These comments so far as applicable to the Special
IMvidend are subject to the matters on which the AI0
has been requested to give a class ruling. The final
class ruling is cxpected to confirm that the Speciat
Mvidend can be Fully franked,

Individuals

Il you are an iwdividual Laxpayer, you musl include all
dividends received in respect of the FJELS in your
assessable income.
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To the extent the dividend is franked, your tax
tiability is calculated by first “grossing up” the
amount of the dividend by adding. an amaunt equal to
30/70th of the dividend (based on a 30% company
tax rate) to take account of the tax already paid.

You apply your marginal tax rate to the “grassed up”
dividend amount, then apply a tax offset for the tax
paid by Santos that is distributed to you as a
franking credit, TF your marginal tax rate is greater
than 30% you will be required to pay “top up tax” in
the amount of the cxcess. If your marginal rate is less
than 30%, yuu receive a credit (against tax on other
income} or refund of the excess tax offset.

To the extent. Lhal. the dividend is unfranked, Lhere is
no qross up and you will be taxed at your marginal
rate on the dividend received with no tax offset.

You should he aware that there are specifie anti-
avoidance provisions which apply to the receipt of
imputation credits attaching to dividends. Groadly,
these provisions requite that you have held your
FUELS “at risk” for at least 20 days. To hold a share
“at risk” refers to you being exposcd to the risks of
ownership of the shares (ey hedging arrangements in
relation to FUELS may mean that they are not held
“at risk”). Some individual investers with sinall total
franking receipts each year may qualify for an
exemption from the “at risk” rules.

We recommend you consull. a professional adviser or
accountant if you think these anti-avoidance rules
will apply to you.

Superannuation Funds

Cenerally speaking, superannuation funds treat

the receipt of a dividend in the same way as an
individual, however superannuation funds are subject
to different tax rates. Superannuation funds are
cititled to a credit or refund of excess tax offscts
arising fram franking credits, Those credits will arise
if the applicable tax rate for the superannuation fund
is less than the company tax paid in respect of

the dividend,

The “at risk” rules apply equally to superannuation
Tunes as Lo individuals. However, a specific exemplion
from the rules is available for mest complying
superannuation funds. These shareholders can elect
lo apply a fornula hased melhod which calculaies a
maximum amount of franking credits available to the
fund, in respect of all its shares, in an income year.
The formuls is based on Lhe expecied {ranking cradils
of all FUELS owned by the fund. Ihe election to have
the ceiling apply cannot be revoked without the
Commissioner of Taxalion's permission.

Companies

Generally speaking a corporate taxpayer treats

the receipt of a dividend in the same way as an
individual, though relief for excess franking credits
i5 by storing them rather than refund.

In addition, corporate taxpayers must record a credit
in their franking account, for the potential future
banelil of their sharebaldars, Tor Lhe amount of Lhe
imputation credit received.

A corporate sharcholder is also required to hold its
FUFIS “at nsk” for at least 90 days in order to receive
the franking account credit and te claim the tax
offaet.

Un 27 September 2002 the Government announced
that the “at risk” rules would be updated to reflect
drafling used in Lthe cutrenl. impulalion pravisions.

| hese amendments have not yet occurred but are
unlikely to affect the substance of the “at risk™ rules.

2.3 C4T {ost Gase

The CGT implications of the future disposal of FUELS
will be determined in parl by Lhe cost base ar
reduced cost base for (G| purposes of FUELS.

The cost base and reduced cost base of TULLS
entitlerd to the Special Dividend are expectad to
include the $100 Face Value plus any incidental
acquisition costs. Although the CGT rules are not
explicit on this point, it s expected that the cost.
base and reduced cost base will also include an
amount cquivalent to the market value of the Special
Dividend entitlemant which is considersd to be $5.00.
The ATO class ruling is expected to confirm this
position. |lolders of TULLS who reccive the Special
Dividend should confirm this position with the class
ruling when it becomes available,

Those parlies applying Tar FUELS nol. entitied Lo the
Special Dividend will have a cost base and reduced
cost base of $100 Face Value plus any incidental
acquisilion cosls.

%.4  Conversion to Grdinary Shares

Individuals, Superannuation Funds, Companies
If Santas elects to convert your FLIFIS to Ordinary
Shares, any capital gain or loss you make is

disreqarded Tor capilal gains Lax purposes.

Your cost base and reduced cost base in the Urdinary
Shates you receive uponh conversion will be cqual to
the sum of the cost base of your FUFES (heinyg the
amount outlined in Section 8.3} at the conversion

——



time. If you are allotted additional Ordinary Shares,
the cost basc of your TULLS will be allocated equally
across the tutal number of Ordinary Shares received,

This treatment is the same for individuals,
superannualion funds aned companies.

The capital gains tax consequences of “conversion”
of any share potentially raisc capital gains tax issucs
under the “value shifting rules”, The applicability of
the value shifting rules depends in part on facts
which will not be known until the time of conversion,
s0 it s not possible to advise deRnitively on this
point. However, on the information available at the
date of writing, there is no reason to expect that the
valug shifting provisions would impact un conversion,

8.5 Fxchange for Cash
Fxchange of FUFIS will involve gither:

e redemption of FUELS by Santos for cash at Face
Value; or

* cancellation or buy back of FUELS for cash at
lace Value.

(a) Redemption far cash

Individuals, Superannuation Funds, Companics

If Santos decides to redeem any of the FUELS,
and the rademplion is funder! by a (resh issua
of shares, the consequences will be as described
below for a cancellation of shares, If this is not
the case Lhere would be a gueslion whether Lhal
was still the correct treatment, or whether the
whole of the proceeds would be a dividend (as to
whith, refer above).

(b) Cancellation or off-market buyback

Individuals, Superannuation Funds, Companies

A cancellation or buyback of TULLS at ace Value
vould be funded hy profits or share capital or 4
combination of the two. It is expected however
that the cancellation or buyback would be funded
entirely by 4 dehit directly from the share capital
account. On that basis, the expected tax
implications would be as follows.

CGI will apply to both a cancellation and a
buyback. The capital gain or loss arising will
depent an your cost base or reduced cosl base

in FUELS compared to the actual proceeds you
receive (ie Face Value) or are deemed to receive,
You will be deemed Lo receive Lhe markel. value af
the shares if proceeds of the buyback exceed their

RRETHNE S IR

il 47

mariet value or if proceeds of cancellatian differ
from the market value of the cancelled shares.

tor example, if FUELS were cancelled at a time
when their market value is more or fess than Face
Value, Tor Lax purposes you would be dermed 1o
have received market value proceeds for the
cancellation.

Tn the case of a buyback, you would he deemed
to receive market value consideration if Face
Value was less than market value. This imecans
that COT would be applicable to the market value
less the cost base. (It is unlikely that marlet
valuc would be deemed to be received if it were
less than the actual buyhack receipt.)

Individuals and superannuation funds will be able
Lo apply Lhe 50% and 33 1/34% (respaclivaly) CGT
discount to any net capital gain, so lonq as the
FUELS have been held for at least 12 months.

A CGT discounl, is nol. available lor torporale
shareholders, '

%.6 Sale on the ASX

Individuals
If you sell your FUELS on the ASX you will be subject
1o CGT.

The capital gain or loss arising to you on sale will
depend on your cost base or reduced cost basc in
the FIFIS caompared with the price at which you sell
FUELS. Broadly, your cost base and reduced cost base
in FUCLS will be Tace Value plus any incidental costs
you incurred when you subscribed for FUFLS

(eg brokerage).

Il Lhe sale trigyars a capital gain, Lhe COT discount.
may be available to reduce your taxable gain by 50%.
To gualify for the discount, you must have held your
FUELS for al laasl 12 manlhs. In oLher wards, Lhe
CG! discount is not available for FUELS which are
disposed of within 12 months of the "acquisition”
dale for CGT purposes.

If the sale triggers a capital gain and you have
capital losses, before you apply the 0% discount,
you must. caleulate your net. gain hy offsetting the
gain with those losses.

Superannuation Funds

Ihe CGI provisions apply to complying
superannuation funds in the same way as they apply
Lo individisal sharehalders in relalion Lo the FUELS.

As mentioned earlier, the CCT discount percentage for
coinplying supcrannuation funds is 33 1/3%.
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Companies

As referred to carlier, capital gains made by
companies du not receive the benefit of a CGT
discount. The relevant CGT provisions otherwise apply
to companics wha hold TULLS in the saime way as
they apply to individual Holders of FUFIS,
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9.1 Terms angd Conditians of
the Issus

The rights allaching Lo FUELS will he govarned by:

¢ Santos’ Constitution, in particular Article 20A;

e 1he Terms of Tssue of FUELS sel oul in Appendix
1; and

* in certain circumstances, the Corporations Act,
the ASX listing Rules, the ASTC Settlement Rules,
the Securities Clearing House (SCH) Clearing Rules
and the general Llaw.

Ihe rights attaching to Santos’ Ordinary Shares, into
which FUELS may be converted in certain
circumsiances, are sel oyl in Sanlos’ Conslilulion and

~ summarised in Section 9.6 below,

2.2  Ownersbip Restrictions

Ihe Santos |imited (Requlation of Shareholdings) Act
1989 prohibits a person from holding an entitlement
Lo more Lhan 1% of Lthe lal voling shares
outstanding. If a person acquires more than 15% of
the total voting shares outstanding, that person may
be required Lo dispose ol a cerlain number of shares
so that they cease to hold mare than 15%.

2.3 Santes - A disclosing entity

Santos is a disclasing entity for the purposes of
section 111AC(1) of the Corporations Act and is
Lhereflore subject Lo regular reporling and disclosure
ohligations under the Corporations Act and the ASX
Listing Rules, These obligations require the ASX to be
contingously notilied of informalion aboul specific
events and matters as they arise for the purpose of
the ASX making the information available to the
stock markel conducled by Lhe ASX. In particolar,
Santos has an obligation under the ASX Listing Rules
(subject to ccrtain limited exceptions) to notify

Uie ASX inmnediately of any infonmalion canceruing
Santos, of which it becomes aware, which a
reasonable person would expect to have a material
affecl on Lthe price or value of ils shares. Il is also
required to prepare and lodge with ASIC both yearly

and hall-yearly Mingncial reporls (consisting of
financial statements, notes to the financial
statements and the Directors’ declaration about the

slalemenls and Lhe noles) which will be accompanied

by a Directors’ report, and an auditors’ report.

G.4  Avatlabiiity of Decuments
Lodged with ASIC

The Corporations Act provides for separate content
requirements for transaction specific praspectuses in
relalion Lo an offer of secuilies in a class which liave
been continuously quoted for the 12 months prior to
the date of the prospectus, In these circumstances,

a listed disclosing enlily may issue g shoil form
prospectus under section 713. The ability to issue a
short form prospactus exists in respect of an offer of
FUELS (which are nut conlinuously quoted securilivg)
by virtue of ASIC Class Order (00/195), which
provides that a section 713 prospectus can be issued
where Lhe Onlinary Shares underlying Lhe FUELS
(which themselves are, under certain conditions,
convertible into Ordinary Shares) are continuously

quoled securilies.

Copies of documents lodged in relation to Santos may
be obtained Mrom, or inspecled al, an oflice ol ASIC

5.5 Other Documents

Santos witl provide a copy of any of the following
docwmments free of charge to any persan who requests
a copy during the Offer Period in relation to this
Prospectus:

» the financial reports of Santos for the year ended
31 December 2003 and half year ended 30 June
2004 (haing Lhe mostecent. annual and hall year
financial reports lodged with ASIC before the
issue of this Prospectus): and

* any other document or finandial report lodged by
Santos with ASIC or the ASX under the continuous
disclosure reporting requirements in the period
after the lodgement of thuse financial reparts and
befare lodgement of this Prospectus with ASIC.

Copies of these documenls may be oblained from




Santos’ web site www,santos.com or inspected by
appointment at Santos’ registered oftice at Santos
House, level 79, 91 King William Street, Adelaide,

SA 5000 between 9.00am and 5.00pm {Adelaide time)
on cach business day during the Offer Peried.

4.6 Summary of Rights Attaching
Lo Ordinary Shares

The Ordinary Shares issued on conversion of TULLS
will rank equally with existing Fully paid Ordinary
Shares. The rights attaching to Ordinary Shares are:

* seloosl in Sanluy’ Caustilution (which can
be examined on any business day from 9.00am
to 5.00pm (Adclaide time) at Santos House,
Level 29, 91 King Witliam Sigel, Adulaide,
SA 5000); and

s in cortain circumstances, modified by, the
Carporations Act, the ASX !isting Kules, the ASIC
Setttement Rules, the SCH Clearing Rules and the
qencral law.

1hese rights attaching te Urdinary Shares are
summarised as follows:

Dividends

Dividends on Ordinary Shares are payable (except in
limited circumstances) in proportion to the amount of
capital for the time being paid up.

Voting

AL any yeneral maaling ol Sanlos, each member has
one vote on a show of hands and one vote for each
fully paid share held on a poll.

Winding up

Ordinary Shareholders are entitled to share in any
surplus asscts on a winding up in proportion to the
amount of capital paid up,

Transferability

Ordiniary Shares are generally Nealy Liznslersble.
However, the Directors may decline to register a
transfer in certain limited circumstances,

¢,7 Residants of the United Statas

The Offer of FUELS has not been and will not be
registerad under Lhe United Slales Securilies Acl of
1933, as amended, (the “Securities Act™) and,
therefore, subject to certain exceptions, FUELS may
nol. be offered, sold, renouncer! or deliverad, directly
or indirectly, within the United States. Accordingly,
except as described below, the Offer is not being
made in Lha Uniled Slates or to holders of Ordinary
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Shares with registered addresses in the United States
and neither the Prospectus nor the Application Torms
will be sent inta the United States or to prrsons with
registered addresses in the United States. Certain
cxcmptions from these [imitations may be available
in the vase of certain defined classes of sophisticated
investors.

Envelopas conlaining Applicalion Forms should

not be postmarked or otherwise dispatched from the
United States and all persons subscribing for FUELS
mist provide addresses within Australia for Lhe relurn
of Holding Statements for FUELS. Santos reserves the
right to treat as invalid any Application Form (i}
postmarked in or which otherwise appears Lo have
been dispatched from the United States, (ii) that
provides an address in the United States for delivery
al Holding Stalements for Lhe FUELS or (iii) which,
except as otherwise agreed with Santos, does not
make the representation and warranty set out in the
Applicalion Forms Lhal Lhe person acquiring FUELS
is not in the United States and is not acting for the
account or benefit of a person within the United
Slales, unless the atcepling person is o acling as
an authorised employee of such other person or with
investment discretion with respect to an account of
such ather parson.

Any person who is unable to make the representation
and warranty sct out in the Application Forms is not
entitled to acquire FUFIS,

Until 40 days after the commencement of the Offer,

an olTer, sale or Lransfer ol FUELS within Lhe Uniler

States by any dealer (whether or not participating in
the Offer) may violate the registration requirements

of Lhe Securilies Acl.

For the purposes of this Prospectus and the
Application Forms, "United States™ means the United
States of America, its territories and possessions, any
State of the United States and the District of
Columbia.

2.8 Size of Oer

Although Santos proposcs to raisc $500 million
through the issne of 6.0 millian FUFLS, it reserves
the right to:

e ssue addilional FUELS; or

¢ raise less than $500 million and issue less than
5.0 million FTULLS if it reecives aceeptances for
tess than this ninmber of FUFLS.




8.9 DOffer Made by Santos

The Offer is being made by Santas alone and no
other person. Menill Lynceh is not making the Ofter.

However, in order to ensure there is sufficient capital
out of which to redeem Resets, a number of FUELS
may be issued Lo Merrill Lynch as initial holders Lo
fund the Redemption of Resets. lhese FUFI S will
then be transferred by Merrill Lynch to successful
Applicants in the OlTer.

.10 Santos’ Rights Hegarding the
Redemption and Buyback

Sanlos reserves ils righl Lo wilhdraw Lhe Buyback
at any time if the board determines the Buyback
is not in Santos’ best interests. In the event that
Sanlos does hol proceed wilh Lhe Buyback, any
election to sell Resets under the Ruyback and
reinvest the proceeds in FUELS where that election
has not already been acted on, may be Lrealed as
heing an election to have the relevant Resets
redeemed and the proceeds reinvested in FUELS.

The Directors have resolved to add a provision to

the terms of issue of the Resets (in accordance with
clausc 8 of thosc terms ot issuc) so that Santos may
alect to convert or exchange Resets conditional on
some act or event occurring or not occurring. One
cftect of this is to cnable Santos te not proceed with
the Redemption if there are insufficient funds
available from the FUELS issue,

8,11 Changes in Holdings of
Resets Post Record Date

At the time of the processing of your Application,

it the number of Rescts held by you is different from

the numbher of Resets held as of the Record Date, the
election may be taken to be for any number of Resets
up to the number held as of the Record Date.

8.12 Underwriting Agreement

Santos and Merrll Lynch entered into an underwriting
agrezment. (“Underwriting Agreament”) on 24 August
2004, Under the Underwriting Agreement, Merrill
Lynch agrees to underwrite the issue of 2.5 million
FUELS at Face Value.

The material terms of the Underwriting Agreement are
summarised below.

No Conditions Precedent
There arc no unsatisfied conditions precedent
in respect of the Underwriting Agieement,

Fees
Marrill Lynch will be paid Lhe following lees
(exclusive of G51) on completion:

e an arranger fee of 0.25% of the gross proceeds
of the Offer;

* a management fee of 0.25% of the gross proceeds
ol Lhe Offer;

¢ aselling fee equal to the sum of:

() 1.00% of Lhe grass proceeds received from
the issue or transfer of FUELS under the
Broker Firm Offer:

(b) 0.40% of the gross proceeds 1eceived from
the issue or transfer of FUELS under the
Priority Offer: and

(c) 1.00% of the gross proceeds received from
the issue or transfer of FUELS under the
instilutional camponent. of the OfTer;

¢ a structuring fee equal to the sum of:

(a) 0.20% of Lhe grass proceeds recieved fram
the issue or transfer of FUELS to Eligble Reset
Holders who reinvest the proceeds of the
Redemplion of Lheir Resels in FUELS; and

(b) 0.20% aof the gross proceeds received from
the issue or transfer of TULLS to Cligible
Reset Holders who reinvest the proceeds of
the Buyback of their Resets in FUELS; and

* an underwriling fee of 0.75% ol $250 million.

In addition, Santos is obliged to pay all stamp duty
relating to the Underwriting Agreement or the Offer
and the incidental costs and expenses (including GST)
incurred by Memill Lynch in connection with the Offer,

Termination

Merrill Lynch may terminate its obligations under the
Underwriting Agreement by notice to Santos if, before
Lhe FUELS are issued, any of Lhe lerminalion avenls
described below occur.

Merrill Lynch may only terminate the Underwriting
Agreement in rellance upon the oeourrence of the
termination events described in paragraph (b)(i) to
paragraph (b)(x) below if, in the rcasonable opinion
of Merrill lynch reached in good faith, the event:

* has had or could have a material adverse effect
on Lhe willingnass of persons Lo apply for FUELS
under the Uffer; or
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* has given or could give rise to: (v) consent

any person gives a notice under section /30
of the Corporations Act vr withdraws their
consent to being named in this Prospectus
or any suppleinentary prospectus under

{a) a conlravention by Merrill Lynch of, or Merrill
Lynch being involved in a contravention of, the
Corporations Act or any other applicable law; or

(b) a material Lability for Meinill Lynch, section 733 of the Corporgtions Act;
Termination Events (vi) withdrawal of Prospectus
(a) (1) lodgment of prospectus Sanlos wilhdraws Lhig Proapeclus or Lhe
Santos fails to lodge with ASIC a invitations to apply for FUELS under this
prospectus on 24 August 2004 and this Prospectus!

replacement. Praspecius on 1 Seplamber 2004
in a form agreed with Merrilt Lynch, except
where the sole reason for failing to lodge

15 an acl. or omission ol Merrill Lynch;

(vit) ASX approval
official quotation of the FUELS is refused
or not gqranted by the ASX on or before the
date on which Santos 15 1equired to notify

(i) prospectus Merrill Lynch of any shortfall or is withdrawn
Merrill Lynch reasonably forms the opinion before completion of the Offer:
that: (viii) Ordinary Shares
(A) there is an omission from this trading in Ordinary Shares on the ASX is
Prospeclus ar any supplementary sispended for inore Lhan one Business Day,
prospectus of material required by or Urdinary Shares quoted an the ASX
sections 711, 712 and 713 of the cease to be so quoted:

Corporalions Acl Lo be included; or . v pe
(ix) certificates

(B) a statement in this Prospectus, the Santos fails to deliver to Merrill Lynch
documents referred to in paragraph 9.5 a certificate in accordance with the
of any other document issued by or on requirements of the Underwnting
behalf of Santos in connection with the Agreement, or a statement in such a
Offer is or has become mislcading or certificate is untruc or incorrect in a
deceptive, matenal respect;

that is materially adverse from the point (x) Buyback

of view of an inveslor in FUELS; Sanlos wilhdraws, suspends, larminates ar

otherwise varies the terms of the Buyback
from those announced by the Company to
Lhe ASX on 24 Augusl. 2004 wilhoul. Lhe
prier written approval of the Underwriter; or

(iii) material adverse change
there is 2 material adverse change or any
develypment involving a prospective
material adverse change in the condition,

financial or otherwise, of in the assets, (x1) material adverse change in financial
earnings, business, operations, management. markets
or prospects of Santos and its subsidiaries any of the following occurs:

(taken as a wholc group) from that

. . s any malerial adverse change or
reflected in this Prospectus; y e o

disruption to the political conditions or

(iv) ASIC stop order financial markets of Australia, Japan,
an order or inlerim order is made by ASIC Lhe Uniled Kingdom, Lhe Uniled Stales
under section 739 of the Corporations Act of America or the international financial
concerning this Prospectus and either: markets, or any change or development

. ) involving a prospeclive change in
e that order or interiim order has not been g a prosy g

withdrawn by ASIC within 2 Business
Days after the date on which it was
matle; or * 4 genstal morgtwrivm on commercial
banking activities in Australia, the
United States of America or the United
Kingdom is declared by the relevant
central banking authority in any of

national or international political,
financial or economic conditions:

* the making of that order or interim
ordar has hecome known as publicly
available information;
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(i)

(it

those countries, or there is a material
disruption in commercial banking or
security settlement or clearance services
in any of those countries; or

s Arading in all securilies quoled or lisled
on the ASX, the London Stock kxchange
or the New York Stock Exchange is
suspended or limiled in a malerial
respect for one day on which that
exchange is open for trading,

in each case the effect of which is such

as to make it, in the reasonable opinion

of the Underwriter reached in good faith,
impracticable to market the Offer or to
enforce contracts to issue and allot the
TULLS or is reasonably likely to materially
and adversely affect the sutcess of the Offer,

breach

Sanlos is in material defaull. under Lhe
Underwriting Agreement or any
representation or warranty in the
Underwriling Agreemenl. is or bacomes
incorrect;

hostilitles

there is an outbresk or escalation of
hostilities in any region of the world,
whether war has been declared or not,
invalving one or moie of Australia, the
United States of America, the United
Kingdom, China, Japan or Indoncsia, or the
declaration by any of those countries of a
national emergency or war, a tenorist attack
is perpetrated on any of those countrics or
any other calamity o1 ¢risis or emeigency
involving any of those countries;

change in law

there is intraduced, or there is a public
announcenent of a proposal to introduce,
inlo the Parliament. of Auslealia or any
State of Australia a new law, or the
Commonwealth Government, a State
Gavernmenl, Lhe Resarve Bank of Auslralia,
or any Commonwealth or State Minister or
authority, adopts or announces a proposal
Lo adapt a new policy (other than a law ov
policy which has been announced before
the date of the Underwriting Agreement),
which will or in Lhe reasonable opinion al
Mernll Lynch is likely te prohibit or
regulate, in any material respect, capital
issues or slock markels, or involves a
material change in fiscal, taxation or
exchange control policy:

(iv)

v

oD

(vii)

misleading information

any informatioh supplied by Santos or

on ity behalf to Merrll Tynch in respect

of, or which forms part of, (among other
things) this Prospectus, or the documents
referred to in paragraph 9.5 or any other
documents issued by or on behalf of Santos
in conncction with the Offer concerning
Santos or any of ity subsidiares or the Offer
being or becoming misleading or deceptive;

supplementary prospectus

a new circumstance has arisen since this
Prospectus or any supplementary prospectus
was ladged Lhal would in Lhe reasonable
opinion of Merrill Lynch have been required
by the Corporations Act to be included in
Lhe relevant. document. if il. had arisen
before the relevant document was lodged;

Director offence

8 Director i charged with an indictable
offence relating to any financial or
corporatc matter or any requlatory body
commences any public action against
Santos or any of the Directors in his or her
capacity as dircctor of Santos or annouiices
that it intends tu take any such action;

Director disqualification

any Direclor is disqualified from manaying a
corparation under section 2068, 206(,
206D, 206E, 206F or 206G of the
Corparalions Acl;

(viii) unauthorised alterations

(ix)

()

without the prior written conscnt of Merrill
lynch (such censent not to be unreasonably
withheld), Santes alters its share capital or
its constitution in any material respect:

timetable

an event specified in the timetable agreed
in Lhe Underwriling Agreemant is delayed lor
more than three Business Days other than as
the direct result of actions taken by Merrill
Lynch (1inless Lhose aclions were requesled
by Santas) or the actions of the Lompany
(where those actions were taken with Merrill
Lynich's prior wrillen cansanl); oy

compliance

there is a material contravention by Santos
of any provision of its constitution, the
Carporations Act, the Listing Rules, any
requirement of ASIC ar the ASX or any other
applicable law.

——



3.13 Canzents

Nene of the parties referred to below has made any
statement that is included in this Prospectus or any
statement. on which a statement made in this
Prospectus is based, other than as specified below.
Each of these partics, to the maximum extent
permitted by law, expressly disclaing and takes no
responsibility for any statements or omissions from
this Prospectus, other than the reterence to its name
and a statenent. or report included in this Prospectus

with the consent of that party as specified below,

= Treehills has given and has nol, belore Lhe
lodgement of this Prospectus with ASIC,
withdrawn its written consent to be named in
Lhis Prospeclus in Lthe lorm and conlexl in which
it is named,

*  Merrill Lynch International (Australia) Limited has
given and has not, before the lodgement of this
Prospectus with ASIC, withdrawn its written
consant to be named in this Prospectus in the
farm and context in which it is named.

* Merrill Lynch Equities {Australia) Limited has
given and has nol, belore Lhe lodgement of Lhis
Prospectus with ASI(, withdrawn its written
consent to be named in this Prospectus in the
forin and contexL in which il is named.

*  KPMG has given and has not, before the
lodgement of this Prospectus with ASIC,
withdrawn its wiitten consent to be named in
this Prospectus in the form and cantext in which
it is named.

s Standard & Poor's (Australia) Pty | td has given
and has not, before the lodgement of this
Prospectus with ASIC, wilhdrawn ils wrillen
consent to be named in this Prospectus in the
form and context in which it is named. Other
Lhan giving Lhis consent, Slandard & Poor's
Ratings Seryices has had no involvement in the
preparation of this Prospectus.

*  Computershaie has given and has not, before the
lodgement of this Prospectus with ASIC,
withdrawn its written consent to be named in
this Prospectus in the form and context in which

it is named.

.14 Interasts of Advisars

Freehills has acted as solicitors to Santos and has
performed work in relation to the preparation of
Suclion & ol Lhis Prospeclus and in relalion Lo
preparing the due diligence and verification
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programme and performing due diligence required on
legal matters. In raspect of this work, Santos
estimates that it will pay appraximately $300,000
(excluding disbursements and GST) to Freehills.
Turther amounts may be paid to Mrechills in
acrordance with its normgl time based charges,

Merrill Lynch has acted as Arranger, Underwriter, Sole
Manager and Broker for Lhe OlTer, in respecl. af which
they are entitled to receive fees and commissions

under the Underwriting Agreement as described above,

KPMG has provided an accounting opinion in relation
to the Offer and has performed worl in relation to
the duc diligence cnquirics on financial matters in
relation to the Offer, Tn respect of this work, Santos
estimates that it will pay approximately $55,000
(excluding disbursements and GST) to KPMG. Turther
amounts may be paid to KPMG in accordance with its
normal time based charges.

Extapl. as sel oul above, no:

» person named in this Prospectus as performing
a function in a professional, advisery or other
capadity in connection with the preparation or
distribution of this Prospectus; or

e Broker o Underwriler Lo Lhis Qffer,

holds at the time of lodgment of this Prospectus with
ASIC, or has held in the two years before lodgment of
this Prospectus with ASTC, an interest in:

» the formation or pramotion of Santos; or
e the Offer; or

e any property acquired or proposed to be acquired
by Sanlos in conneclion with ils Tormalion or
promotion or the Uffer,

not has anyonc paid or agreed to pay or given or
agreed to give any benefit to such persons in
connection with the formation or promotion of
Santos or the Offer.

2.15 Directors” Interests

No Director or proposced Director holds, at the time of
lodgement of this Praspectus with ASTC, or has held
in the two years before lodgement of this Prospectus
with ASIC, an interest in:

= the formation or promotion of Santos; or

the Offer; or

= any property acquired or proposed to be acquired
by Santos in connection with its formation or
promalion or Lhe Offer.

——



No one has paid or agreed to pay any amount, and no
onc has given or agreed to give any benefit, to any
Director or proposed Director;

* to induce a person to become, or qualify as, a
Direclor; or

» for services provided by a Director or proposed
Director in connection with the formation or
promation of Santos or the Offer,

9.16 ALK Wailvers
The ASX has granted Santos the following:

* A waiver of Listing Rule 10.11 so that
Direclors and relaled parlies (as defined in Lhe
Corporations Act) can participate in the issue of
FUELS without obtaining Shareholder approval
provided Lhal Direclors and Lheir refaled parlies
in aggregate are restricted to applying for no
mote than 0.2% of the total number of FUELS
issted under the Offer an Lha same Larms as
other investors, and that details of this waiver
are disclosed to the market.

e Confrmation that the ASX considers that the
Terms of Issue are appropriate and equitable for
the purposes of Listing Rule 6.1.

e Confirmation that Listing Rule 6,10 does not
apply to the Terms of Issue which allow Santes to
change Lhe dale and rale of distribulion ol
FUELS,

*  Confirmation that Listing Rule 6.12 docs not
apply to the Terms of Tssue which pravide for the
redemption, buyback, cancellation, conversion or
exchange of TULLS.

= Agreement that, for the purposes of Listing Rule
7.1.4, the ASX has no objection to the conversion
rale of FUELS Lo Ordinary Shares being ralculaled
based on the market price of Ordinary Shares on
23 August 2004,

*  Santos has also requestarl the ASX to prravide
deferred settlement trading in relation to the
Offer as described in Section 4.6.

9,17 RSIC Relief

Santos has obtained relief from ASIC in respect
of saction 728 and Ttam 2 of section 729 of the
Corporations Act such that Merrill Lynch as initial
Jolder will not be liable under section /28 and
Ttem 2 of sectinon 729 as 4 seller of Santos FIIFLS.

.18 Authorisation of iéaég;amea‘zt
of this Prospactus

Every Director has given, and not withdrawn, his or
her consent to the lodgement of this Prospectus with
ASIC.

2.19 Governing Law

This Prospectus and the contracts that arise from the
acceptance of Applications are governed by the laws
ot South Australia. Each Applicant submits to the
exclusive jurisdiction of the caurts of South Australia.

3,20 Resais Clesing Price

The last price at which Resets were traded on the ASX
on Friday 20 Auqust 2004 was $108.87, This price
factors in the entitlement to receive the dividend of
$3.294 per Reset payable on 30 Septembar 2006, The
last price at which Resets were traded on the ASX on
Friday 27 Auqust 2004 was $105.00,
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TERMS OF |

i Face Yaiue

The lace value ol each TULLS will be $100 (Face
Value),

2 Dividends
2.1 Dividends

Subject to these terms, the Holder of each FUFIS is
entitled to a dividend in respect of each Dividend
Period calculated in accordance wilh Lhe Jollowing
farmula:

Dividend Rate x $100 x N

Nividend =
365

where:

N is the number of days in the Dividend Periad;
and

Dividend Rate expressed s a percenlage per
annum, is calculated in accordance with the
following formula:

(Market. Rate + Margin) x (1 - 1)
where:

Market Rate means the Bank Hill Swap Rate for

180 day bills applying on the first business day

ol Lthe Dividend Period expressed as a percenlage
per annum; and

Margin cxpressed as a percentage per annum is:

(a) for the periad up te 30 September 2009,
1.55% (being the rate determined under the
Bookbuild); and

(b} for the period on or after 30 September 2009,
1.55% (being the rate determined under the
Baokhbuild} plus 2.25%; and

T means the Australian corporate tax rate
applicable on Lhe dale ol allolment, expressed as
a decimal, and which will be taken to be 0.30,

2.2 Special dividend an certain FUELS

Subjecl Lo Lhese Letms, wach Holder of a FUELS which
is acquired from the Underwriter using the proceeds
of redemption of a Reset in accordance with Section
2.3 ol the Prospeclus is enlilled, immedinlely
following acquisition, to receive a special dividend
of $5.00 per share,

2,3 Franking

(a) Tf, on a Dividend Payment Date, the Australian
corporate tax rate (Ti) differs from the Australian
corporate tax rate on the date of allotment (T),
the divitend will be atdjusted in accordance with
the following formula:

(a-Tiy
Dividend x

(1-m)
whiere:

Dividend is the amount calculated under clause

2.1

Ti is the Australian corporate tax rate at the
Dividend Payment Date, expressed as a decimal;
ael

T means the Australian corporate tax rate
applicablc on the date of allotment, cxpressed as
a decimal, and which will be taken to be 0.30,

(b

-~

If any dividend is not franked to 100% under Part
3-6 of Lhe Tax Acl, Lhe dividend will he adjusled
in accerdance with the following formula;

D
1-[h x {1-f)]
where:

D is the dividend calculated under clause 2.3(a)
or clause 2.1 where there has been no application
ol clause 2.3(a);

Ti has the same meaning as in clause 2.3(a); and

fis the fanking peicentage (within the meaning
of Part 3-6 of the lax Act) of the dividend,
expressed as a decimal to four decimal places.




2.4 Payment of dividend

The payment of a dividend (including a Special
Dividend under clause 2.2 and an optionat dividend
under clause 72.10(d)) is subject to:

(a) the Directors, at their discretion, declaring the
dividend Lo be payable; and

(b) there being funds legally available for the
payment of dividends.

2.5 Non-Cumulative dividends

Lf and to the extent that all or any part of a dividend
is not paid because of the provisions of clause 2.4,
the Holder has no claim in raspecl af such non-
payment (though the Holder may participate in an
optional dividend if such a dividend is declared by
Lhe Direclors as envisaged in clause 2.10(d}).

2.6 Calculation of dividends

All calculations of dividends will be to four decimal
places. Tor the purposes of making any dividend
payment in respect of a Holder’s aggregate FUFIS,
any fraction of a cent will be disregarded.

2.7 Dividend Payment Dates

(a) Subject Lo Lhis clause 2, dividends under clause
2.1 will be payable on each FUELS in arrears on;

(1) 31 March 2005 and thereafter on cach 30
September and 31 March until the FUFIS are
converted, redeemed, bought back, or
cancelled: and

(2) the conversion or exchange date determined
under clause 3.

(b} Subject to this tlause 2, a dividend under clause
2.2 will be payable on the relevant FUELS on 7
October 2004.

(c) Lf the date for payment specified in paragraph
(a) is not a business day, payment will be made
an the nex| husiness day.

2.8 Record dates

A dividend is only payable to those persons
registered as Holders of FUELS at the date on which
Lhe bouks of Lhe Company close fur FUELS Holdurs in
respect of each relevant dividend.

2.9 Deductions

The Company will be entitled to deduct from any
dividend payable ta a Holder the amount of any
withholding or other tax, duty or levy required by law
to be deducted in respect of such amount. If any

AL
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such deduction has been made and the amount of the
deduction accounted for by the Company to the
apprupnate authority and the balance of the smount
payable has been paid to the Holder concerned, then
the full amount payable to such llolder is deemed to
have been duly paill and satisfied by the Company,
The Company must pay the full amount required to be
deducted to the relevant revenue authority within the
time allowed For such payment without incuirfing
penalty under the applicable law and must, if
required by any HHolder, deliver to that llolder a copy
of the relevant 1eceipt issued by the revenue
authority without delay after it is received by the
Company.

2.10  Restrictions in case of non-payment

If for any reason a dividend has not been paid in full
within 20 business days after its Dividend Payment
Date, the Company musl nol without approval of a
special resolution passed at a separate meeting of
Holders of FUELS:

(a) declare or pay a cash dividend or make any
distribution on any share capital over which
TULLS rank in priority for participation in
profits; or

(b) redeem, reduce, cancel, or acquire for any
consideralion any share capilal of Lhe Campany
(other than a FUELS),

until such time as:

(c) two consecutive dividends stated to be payable
on FUELS under clause 2.1 thereafter have been
paid in [l or

(d) an optional dividend has been paid to the
llolders of TULLS cqual to the unpaid amount (it
any) of the two inmediately preceding dividends
under clause 2.1 prior to the date
of payment of the optional dividend: or

(e) all FUELS have been converted, redeemed, bought
back or cancelled.

3 Conversion and exchange
3.1 Meaning of conversion

Each FUELS confers all of the rights attaching to one
Tully paid Ordinary Share hul Lhese righls do nol. Lake
effect until 5.00pm Adelaide time on the date the

share is converted as determined below. At that time:

{a) all ather rights and restrictions aonferred on
FUELS under the Terms of Issue will no longer
have cffect (except for rights relating to a
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dividend payable on or before the date of
conversion which will subsist); and

(b) each FUELS will rank equally with all other
fully paid Ordinary Shares then on issue and the
Company will issue a slalement Lhal the holder
of those shares holds a share so ranking.

The taking cffect of the rights of a FTULLS under this
clause and the allotment of additionsl shares under
clause 3.7 is, for the purposes of these Terms of
Issue, together termed “conversion™ Conversion
does not constitute cancelletion, redemnption or
termination of a FUELS or an issue, allotment or
creation of a new share (other than the additional
shares allotted under clause 3.7),

3.2 Meaning of exchange

“Exchange”, in relation to 3 FUELS, means the
Campany al. ils oplion redeaming, buying back or
cancelling the share for its Face Value.

In cach casc. payment to the ilolder must be made
on the conversion or gxchange date determined under
these Terms of Issue.

3.3 Conversion ar exchange events

The Company inay convarl. or exchangs all or same
of the FUELS by giving notice to the Holders:

(a) at least 21 business days (but wo imore than
6 manths) before:

(1) 30 September 2009: or

{?) any Mvidend Payment Date aftes
30 September 2009; or

(h) il the Direclors resotve (having eblained
an opinion from reputable legal counsel or
a reputable tax or accounting adviser) that
a change in any law, inlarpratalion, ruling issued
by any relevant governmental body {including one
relating to taxation) or accounting standard (or
inlerprelation by an aceounling standard selling
body) has occurred (or is announced) and that
change wills

(1) materially increase the net costs to
the Company of having FUELS on issue;

(2) affacl whather FUELS can be Nanked or
whether the Holders are entitled to franking
credits;

(3) affact whether FUFIS are classified as debt or
equity for tax or accounting purposes; or

(&) impose addilional requirements Lhal Lhe
Directors consider unacceptable.

The conversion or exchange date will be:

(¢) in Lhe case of paragraph (a)(1), 30 Seplember
2009; and

(d) in the case of paragraph {a)(2) or paragraph (b).
the Dividend Payment Date which is imore than
21 business days immediately after giving the
notice.

3.4 Takeavers and schemes of arrangement

Ln addition, the Company may convert all of the
FUELS by giving notice to the Holders if:

(a) a takeover bid s made to acquire gll or some of
the Ordinary Shares and the offer is, or becomes,
unconditional and:

(1} the bidder has a relevant interest in more
than 50% of the Ordinary Shares on issue: or

() the Ditecturs issue @ statement
recommending acceptance of the offer; or

() a court approves Lhe convening of a meeling Lo
consider a scheme of arrangement under Part 5.1
of the Corporations Act which, when
implamented, will rasull in a parson having
voting power in the Cempany of more than 50%.

In that cvent, the date of conversion will be the
egrlier of;

(<) the last business day of the second week
lollowing Lhe dala Lhe Company sends nalice Lo
the Holder; or

(d) the Closing Date of the takeover bid, o the
completion of the scheme of arrangement (as
applicable) so long as that date falls after the
date on which the Company sends notice to the
Holder,

3.5 Minimum number on issue

The Company cannot elect to convert only some
FUELS if, as al. Lhe dalg of Lthe nolice, thal ronversion
would result in there being unconverted FUELS with
an aggregate Face Value of less than $50 million. In
a parlial convarsion, Lhe Company musl. endeavour Lo
treat Holders on an approximately equal basis, but
may discriminate to take account of the effect on
markelable parcels and olher faclors.

3.6 Formalities of conversion and exchange

(a) Where the Company elects to convert or exchange
a TUCLS under these Terns of Issuce, the Company
must:

(1) convert or exchange FUELS in accordance
wilh Lhese Terms of Isaue; and

——



(2) at least 21 business days before the relevant
conversion or cxchange date, give notice to
the relevant Holder indicating whether FUFIS
will be canverted or exchanged (or whether a
combination of thosc actions will be taken),
failing which the Company is taken to have
elected to and must convert the FUELS into
Ordinary Shares.

(b} the Company may elect to convert or exchange
all or some of the FUELS under clause 3.3 or 3.4

condilional on sone acl or avenl. nccurring or nol.

occurring.
3.7 Conversion and additional Ordinary Shares

(a) This clause will apply if TUCLS are to be
converted into Ordinary Shares,

(b

~

Upon conversion, each FUELS will entitle the
Holder to be allolled an addilional number of
Urdinary Shares equal to one less than the
Conversion Ratio, where, subject to paragraph (c)
helow, Lhe Conversian Ralio is an amounl
(including any fractions) calculated in accordance
with the following formula {Conversion Ratio):

Face Value
VWAP-[CD x VWAP]
where:

CD means the conversion discount of 2.5%
(Conversion Discaunt); and

VWAP means the YWAP dwing the period
(Reference Perlod) of 20 busincss days
immediately preceding, but not including, the
conversion date.

-—

()

The Convarsion Ralin shall be nol. graaler
than 400,

—
o
~

Where the total number of additional Ordinary
Shates ta be allotted vn conversion to s Holder
of FUELS includes a fraction, that fraction will be
disrcgarded.

3.8 Adjustment to VWAP

tor the purposes of calculating VWAP in clause 2.7:

(a) where, on some or all of the business days in the
Reference Period, Ordinary Shares have been
guoted on the ASX as cum dividend or cum any
other distribution or cntitleinent and FUCLS will
vonvert into Ordinary Shares after the date those
Ordinary Shares no longer carry that entitlement,
then the VWAP on the business days on which
those FUFIS have been guoted cum dividend gr

¥
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cum entitlement shall be reduced by an amount
(Cum Value) cqual to:

(1) {in case of a dividend or other distribution),
the amount of that dividend or distribution
including, if the dividend is Mranked, Lhe
amount that would be included in the
assessable income of a recipient of the
dividend or dislribulion who % a nalural
person under the lax Act;

,—
o
~—

(in the casc of an entitlement which is
traded on the ASX on any of those business
days), the volume weighted average price of
all such entitlements seld on the ASX during
the Reference Perivd an the business days on
which those entitlements were traded; or

(3) {in Lha case of an enlillemen). nal. Lraded on
the ASX during the Reference Period), the
value of the entitlement as reasonably
delermined by Lhe Diraclors; and

{b) where, on some or all of the business days
in the Reference Period, Ordinary Shares have
been quoted ex dividend, ex distribution or ex
entitlement, and FUELS will convert into Ordinary
Shares which would be entitled to receive the
relevant dividend, distnbutivn or entitlement, the
VWAP on the business days on which those
Ordinary Sharcs have been quoted ox dividend, cox
distribution or ex entitlement shall be Jncreased
by the Cum value.

3.9 Adjustment to the Converslon Ratio for a
takeover or scheme of arrangement

In the case of conversion under clause 3.4 as a result
of a takeover or a scheme of arrangement, VWAP in
Lhe formuta in clause 3.7 will be the lesser of:

(a) 95% of the offer price under the takeover offer or
the consideration under the scheime of
arrangement; and

(b) the VWAP over the 20 business days immediately
preceding Lhe annauncemenl. of Lhe Lakeover
offer or the scheme of arrangement plus 50% of
the amount calculated by subtracting that VWAP
fram Lhe offer price or Lhe consideralion (as
applicable).

The offer price or consideration under the

takeover offer or scheme of arrangement is the cash
consideration offered for each Ordinary Share or, if
cash consideration is not the only consideration
offered, 95% of the value of the consideration offered
as reasonably determined by an independent
investment bank appointed by the Directors (which
shall act as an expert).

—o—
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3.10 Discretion in adjustment of conversion
mechanism

Where:

(a) the Urdinary Shares are reconstructed,
consolidated, divided or reclassified into a lesser
or grealer numbar ol securilies;

(b} the number of additional Ordinary Shares to be
allotted on conversion of TULLS is not, in the
reasongble opinion of the Directors, appropriste
in any particular circumstances;

—
=

the Company underlakes a bonus issue or inakes
a pro rata offer to holders of Ordinary Shares to
subscribe for, or purchase, securities in the
Company or iny any olher bory corporate in a way
which, in the reasonable opinion of the Directors,
has a diluting or concentrative effect on the
value of Ordinary Shares; or

—
.
—

any other similar event occurs in relation to the
Company that may have a diluting or
concentrative effect on the value of the Ordinary
Shares,

and ihe Direclors delermine thal any such occurnence
would, in the reasonable opinion of the Directors,
affect the relative values of the FUELS and the
Ordinary Shares, Lhe Direclars may:

(e) make such alterations to the definition of VWAP
or to the Conversion Discount (as defined in
clouse 3.7) as the Directars reasonably consider
appropriate or necessary to maintain that
relativity: or

(f) extend an entitlement to the Holders of FUELS to
participate in such distribution or pro rata offer
hased upon the number of Ordinary Shares Lo
which those Holders would have been entitled if
their FUELS had been converted on a date
nominaled by Lhe Diractors and adapling the
formula in clause 3.7 as the Directors reasonably
consider appropriate to maintain the relativity.

An alteration under paragraph (e) will be binding on
and must be notified to the Holders of FUELS.

4 FUELS general rights
4.1 FUELS rights ranking

FUELS rank equally amongst themselves in all respects
{cxecept as contemplated by clause 2.2).

4.2 Preferential dividend

Until conversion, FUELS rank in priority to Ordinary
Shares for the payment of dividends.

4.3 Return of capital

Until conversion, if there is a return of capital on a
winding up of the Company, tolders of TUCLS will be
entitled to receive out of the assets of the Company
available for distribution to shareholders, in respect of
cach TULLS held, a cash payment equal to the sum of:

(a) the amount of any dividend stated to be payable
under clause 2.1 (whether declared or not)
calculaled on a daily basis (assuming a 365 day
year) throughout the period from and including
the date of the preceding Dividend Payment Date
Lo Lhe dale of commencement. of Lhe winding up;
and

(b} the Face Value,

before any return of capital is made to holders of
Ordinary Shares or any other class of shares ranking
bahind FUELS,

FUELS do not confer on their Holders any right to
participate in profits or property cxcept as sct out
in these Terms of Tssue,

4.4 Shortfall on winding up

If, upon a return of capital, there are insufficient
funds Lo pay in Tull the amounis referred Lo in clause
4.3 and the amounts payable in respect of any other
shares in the Company ranking as to such distribution
aqually wilh FUELS on a winding up of Lhe Company,
the Holders of FUELS and the holders of any such
other shares will share in any distribution of assets
ol Lthe Company in proparlion Lo Lhe amounls Lo
which they respectively are entitled,

4.5 Participation in surplus assets

Until conversion, TUELS do not confer on their
Holders any further right to participste in the surplus
assets of the Company on a winding up.

4.6 Restrictions on ather issues

UnLil all FUELS have been ronverled, Lhe Company
must not, without approval of a special reselution
passed at a separate meeting of Holders of FUELS,
isstle shares ranking in priority Lo Lhe FUELS or
permit the variation of any rghts of any existing
shares to shares ranking equally or in priority to the
FUELS, bul the Direclors are al. all Limes authoriserl
to issue further preference shares ranking equally
with any existing FUELS.

4,7  Takeavers and schemes of arrangement

If & lakeover bid is made for Ordinary Shares,
acceptance of which is recommended by the
Directors, or the Directors recommend a members’

—o—



scheme of arrangement, the Directors will use
rcaschable endcavours to procure that cquivalent
takeuver offers are made to FUFIS Holders or that
they participate in the scheme of arrangement.

4.8 Participation 1n new issues

Until conversion, FUELS conler no rights Lo subscribe
for new securities in the Company or to participate in
any bonus issues.

4,9 Further assurances

Tf the Company decides to convert or exchange FUFIS
under these Terms of Issue, the Holder must:

{a) vola in Mavour (subjecl La compliance wilh the
law and to the extent that the Holder is entitled
to do so) or otherwise abstain from any required
resolulion;

(b} provide all documentation and execute any
autherisation of power necessary: and

(c) take all other action necessary or desirable,
to ctfect the conversion or exchange.
4,10 Sale of shares on exchange

tach Holder irrevocably offers to sell all or some of
its FUELS on the exchange date to the Company for
Lheir Face Value if Lhe Company elecls Lo buy back
the FUELS under these lerms of lssue.

4.11 Appointment of agent

Lach Holder irrevocably appoints the Company (and
any persan authonsed by the Company for this
purpose) as its agent to execute any document the
Company considers necessary of desirable to give
effect to clauses 4.9 and 4.10, including any share
transfer or buyback agreement.

5 Yobing Rights

FUELS do not entitle their Holders to vote at any
general meeting of the Company except in the
[allowing circumsiances:

(a) on a proposal:
(1) to reduce the share capital of the Company;
(2) that affects rights attached to the FUELS;
(3) ta wind up the Campany; or

(4) for the disposal of the whole of the property,
business and underlaking of Lhe Company;

(b} on a resolution to approve the terms of a
buyback agreement:

AEPEILAN PLBLE
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(c) during a period in which a dividend or part of a
dividend on TULLS is in arrcars; or

{d) during the winding up of the Company.

For this purpase, a dividend will be in arrcars only if,
at the time of the meeting, a dividend has been
declared but has not been paid in full by the relevant
payment date.

é {funtation on the ASX

The Company must use all reasonable endeavours

and furnish all such documents, information and
undertakings as may be reasonably necessary in order
to procure, at its own cxpense, quotation of MULLS
ort the ASX and all converted FUFIS and additional
Ordinary Shares issued under clause 3.7 on each of
the stock cxchanges on which other Ordinary Shares
of the Campany are quoted on the date of

conversion.

b Amendmenty to the Yerms
of Izsue

Subject to complying with all applicable laws, the
Company inay without the authority, asscent or
approval of Holders of FUFIS amend or add to these
Terms of Issue if such amendment or addition is, in
the opinion of the Company:

(a) of a formal, minor or technical nature;
(b} made to correct a manitest error: or

() not likely (taken as a whole and in conjunction
with all other modifications. if any, to be made
contemporanaotsly wilh Lhal. medificalion) to be
materially prejudicial to the interests of the
Holders of FUELS.

& Interpretation

(a) Unless the context otherwise requives, if there
is any inconsislancy belwean Lhe provisions
of these lerms of Lssue and the Company’s
constitution, then, to the maximum extent
permilled by law, Lhe provisions of Ihase Tenns
of Issue will prevail.

(b

—

It a calculatien is required under these Terms of
Tssue, unless the contrary intention is exprassed,
the calculation will be performed to four decimal
places.

(c

~—

Definitions and interpretation under the
Company's constitution will also apply to these
Termns of Issue.

—o—



(d) The following expressions shall have the following

meanings:
ASX means Australian Stock kxchange Limited;

Bank Bill Swap Rate mcans, for cach Dividend
Peniod, the rate, expressed as a percentage per
annum, calculated as the average mid-rate for
bills of a term of 180 days which averaqe rate is
displayed un Reuters paue designated BBSW (or
any page which replaces that page) on the first
business day of the Dividend Period, or if there is
a manifest error in the celeulation of that
average rate or that average rate is not displayed
by 10.30an (Adclaide time) on that date, the
rate specified in good Faith by the Company at or
around that time on that date having regard, to
the extent possible, to:

(1) the rate otherwise bid and offered for bills of
that term or for funds of that tenor displayed
on Lhal. page BBSW (ar any page which
replaces that page) at that time on that
date; and

(?) if bid and offer rates for bills of that term are
not otherwise available, the rates otherwise

bid and offered for funds of that tenor at or

~—r

aroung that time;

Bookbuild means the process conducted by the
Company or ils agenls prior Lo the opening af Lhe
period during which the Company will accept
Applications for FUELS under its Prospectus
whareby cerlain instilutional investors lodge hids
for FUELS and, on the basis of the bids, the
Company deterimines the Margin and annhounces
ils determinalian prior 1o Lhe opening of Lhal
period;

- business day mcans a day on which trading
on the ASX is conducted;

conversion has the meaning set out in
claise 3.1;

Conversion Ratio means an amount calculated
in accordance with the formula set out in clause
3.7(b);

dividend includes a dividend to which a Holder
of FUELS is entitled under clause 2.1, 2.2 or
2.10(d);

Dividend Payment Date mcans cach date on
which a dividend is payable in accordance with
clause 2.7 whether or not a dividend is paid on
that date;

Dividend Period means a period from (and
including) cither the caricst date of ollotment of
FUFLS under the Prospectus ar @ Dividend
Payment Date under clause 2.7(a) {(whichever is
the later) until (but not including) the following
Dividend Payment Date;

exchange has the meaning set out in clause 3.2
Face Value means $100;

Helder means a holder of a FUELS;

Margin has the meaning set out in vlause 2.1;

Ordinary Share means an ordinary share in
Lhe capilal of Lhe Campany;

Prospectus means the prospectus dated 24
August 2004 relating to the issuc of TULLS:

Reference Period has the meaning set out in
clause 3.7:

Tax Act means:

(1) the Income Tax Assessment Act 1936 or
the Intome Tax Assessment Arl 1997 as
the case may be as amended or replaced
and a reference to any section of the
Incoine Tax Assessmenl Acl 1936 includes
a reference to that section as rewritten
in the Income Tax Assessment Act 1997:

7
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any uther Act setting the rate of incorne
tax payable; and

(3) any requlation promulgaled Lheraunder;

the Company means Santos Limited (ABN 80 007
550 923):

Underwriter means Merrll Lynch Lnternational
(Australia) Limited (ABN 31 002 892 846); and

VWAP means the average of the daily volume
weighted average sale price of Ordinary Shares
sold on the ASX during the relevant period or on
the relevant days (excluding any transaction
defined in the ASX Business Rules as “special”,
crossings prior to the commencement of horinal
trading, crossings during the after hours adjust
phase or any overseas trades or the exercise of
options over Ordinary Shares).
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GLOSSARY

OF”-

The Tolluwing is a glossgty ol Lhe Lerms used in Lhis Prospectus. There is also a list of
defined terms in the ferms of Lssue of the FUELS in Appendix 1, which apply throughout this
Frospectus, unless the term is defined below. All references to currency are references to

Auslialian cuttency unless Lie context requites ulherwise. Al refeences Lo Lime are Lo

Melbourne lime, unless the context requires otherwise.

Certain of the dates given below arc subject to change as deseribed in this Prospectus.

Allatment Date

Applicant

Application

Application Form

Application Monies

Arranger
ASIC

ASTC Settlement Rutes

ASX

ASX Listing Rules

ATO

Bank Bill Swap Rate

Broker Firm Allocation

Broker Firm
Application

the date on which FUELS may be first allotted, being Ihursday 30
September 2004

a persun who loddes an Application Form in accordance with this
Prospectus

a valid application made on Lhe conditians sel oul in Uds
Prospectus by using an Application Form to apply for a specified
number of FUELS, including a Broker Firm Application

sach Application Form sttached to of aucompanying this Prospectus
upon which an Application for FUELS may be made, being the:

e yellow persunalised Eleclion Foun;

* blue personalised Priority Application Form (for Eligible
Ordinary Sharcholders and Cligible Reset llelders): and

» grey General Application torm (for other Applicants)

monies payable on Application, being the number of TULLS applicd
for multipied by $100

Merrill Lynch
Australian Securities and Tnvestmeants Commission

the clearing and settlement vrules made by ASX Settlement and
Transfer Corporalion Ply Limiled (ABN 49 008 504 532)

Australian Stock Exchange Limited
(ABN 98 008 624 691)

the listing rules of the ASX from time to time with any
modification or waivers in their application to Santos, which
the ASX jiay yranl.

Australian Taxation Office
as in Lhe Tarms of Issue

the number of FUELS allotted to successful Applicants under a
Broker Tirm Offer

the lodgement of an Application Form with the broker firm from
which the Broker Firm Offer was received, in accordance with this
Praspecluy




Broker Firm Offer

Broker

Buykack, On-market
Buyback

CGT
CHESS

Closing Date

Computershare

Constitution
Conversion Ratlo
Corporations Act
Director

Election Form

Eligible Ordinary
Shareholder

Eligible Reset Holder

Face Value

FUELS

General Application Form
Holder

Holding Statement

IFRS

Listing Rules

Merrill Lynch

Merrill Lynch Equities

Melbourne Time

P TR
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the invitation made by Santos under this Prospectus to Australian
resident clients of brokers who have received a firm atlocation of
FUF!S fram Merrilt Iynch

Merrill Lynch or other broker to the Offer

the purchase by Santos, through Merrll ynch Fquities, of Resets
on the ASX

capilal gains tax
Clearing House Electronic Subregister System

in raspecl of Lha FUELS OlTer, Lhe last day on which Application
Forms will be accepted, being 24 September 2004 and for each

of the Options Eligible Reset Holders have in deciding how to deal
wilh Lheir Resels, as in Section 2.1 of Lhis Praspeclis

Computershare Investor Services Pty Limited
(ABN 48 078 2/9 2/7)

the constitution of Santos as amended
as in the Terms of Issue

Corporations Act 2001

a director of Santos

the yellow personalised election form which accompanies copies of
this Prospectus sent to Eligible Reset Holders

a reyistered holder of Ordinary Shares as at 5,00pm
{Melbourne Time) on the Record Date which is 2 September 2004
with a reqistered Australian address

a registered holder of Resets as at 5,.00pm (Melbourne Iime) on the
Record Date which is 2 September 2004 with a registered
Auslralian address

$100 pev FUELS or per Reset, as the context vequires

as Lhe conlext requires, one or a number of Franked Unsecurad
kquity Listed Securities, which are preference shares issued by
Santos pursuant to this Prospectus

the grey application form attached to this Prospectus

means a holder of a FUELS

a record of the registeret legal owner of a specified nuinber of FUFIS
International Financial Reporting Standards

the listing Rules of the ASX

Merrll Lynch International {Australia) Limited
(ABN 31 002 BY2 B4R)

Merrill Lynch Equities (Australia) Limited
(ABN 65 006 2/6 /9%)

time in Melbourne, Victoria, Australia




Offer

Offer Period

Opening Date
Option

Ordinary Shareholder
Ordinary Share

Priority Application
Form

Priority Offer

Prospectus
Redemption
Reset

Record Date

Santos

Sole Manager

Special Dividend

Standard & Poor's
Ratings Services

Terms of Issue

Underwriter

Underwriting
Agreement

the invitation made by Santos pursuant to this Prospectus for
partics to apply for FTULLS and, where the context requires, the
invitation to have your Resets disposed of under Optians 1 or ?
outlined in Section 2.1 of this Prospectus

Lhe periorl between 9.00am (Melbourne Time) Wednesday 1
September 2004 (Upening Date) and 5.00pm (Melbourne lime)
Friday 24 September 2004 (Closing Date)

in respect of the FUFI'S Offer, Wednesday 1 September 2004
eaéh of the options outlined in Section 2.1 of this Prospectus
a holder of Oudinary Shares

ordinary shares in the capital of Santos

the blue persanalised application form which accempanies copies
of this Prospectus sent to Eligible Ordinary Shareholders and
Cligible Resct ilolders

the feature of the FUELS Offer whereby tligible Reset Holders and
Eligible Ordinary Shareholders receive priority in the allocation of
FUELS Lhey have applied lor, in priorily Lo general Applicants

this document as supplemented or replaced

the redemplion ol Resels by Sanlos as described in Lhis Prospernlus
a Reset Convertible Preference Share in Santos

2 Seplember 2004, on which:

¢ entitlement to the final dividend payable on Resets is determined:

» eligibilily Lo reinvest Lhe proceers from Resals in FUELS is
determined; and

s priority under the Priority Offer is determined

Santos Limited (ABN 80 007 550 923) and where the context
requires, includes each of its controlled entities (as determined
under Lhe Corporalions Acl)

Merrill Lynch

a ance ofl $5.00 spacial dividend which will be paid (sulject
to declaration by Santos Directors) to tligible Reset Holders in
respect of FUELS they are issued out of the proceeds of their Resets

Standard & Poor's (Australia) Pty | td
(ABN 62 007 324 852)

the terns and condilions al Lhe FIELS as sel oul in Appendix 1
to this Prospectus

Merrill Lynch

the underwriting agreement as described in Section 9.12




» This offer is expected to close at 5.00pm Melbourne Time on 24 September 2004

Santos

Santos Limited
ABN 80 007 550 923
General Application Form - FUELS OFFER

This Application Form is for FUELS offered under the Prospectus dated

1 Scptember 2004,

This form is important. If you are in doubt as to how to deal with it, please
contact your stockbroker or professional adviser without delay. You shoutd read
the entire Prospectus carefully befora completing this form. To meet the
requirements of the Corporations Act, this forim must not be distributed

Regrstry Use Only

Broker Code

Adviser Code

unless included in, or accompanied by, the Prospectus (as supplemented or replaced).

“ I/we app(y for E I/we lodge full Apphcat'lon Monies of

FUELS at
Mace Value of
$100 euch

Your application must be for a winiwwue of 50 TULLS ($5,000) and mwusl be ot g

Individual/Joint applications - refer to naming standards overleaf for correct forms of registrable title(s)

1ile or Company Name Given Name(s)

ululLuple ul 10 TUCLS ($1, 000) dl $100 yar FUCLS.

Surname

m Enter your postal address - Include State and Postcode

il Slreed Nl Sheetd Nasenes or 8O Hew /Ot Snfannid ion

T i P T FREERE P T EEEE SRR SRS R T T -~ S TR PR T SR R

E Enter your contact details
Conlaed Name

H CHESS Participant
Holder Identification Number (HIN)

Please note that if you supply a CHESS HIN but the name and address details on your form
da nol correspond exaclly with Lhe registialion delails held at CHESS, your applicalion will
be decmed to be made withuut the CHESS HIN, and any securities issued as a result ot the
Offer under the Prospectus will be held on the Issuer Sponsored Subiegister.

Cheque details - Make your cheque(s) or money order(s) payable to ‘Santos FUELS Offer’

Cheque Number BSB Number

Account Number

Amnunt of cheque

Amount of cheque

See back of farm for completion guidelines

ANTIAT Y NOARAR
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How to complete this form

a

FUELS Applied for

Enter the number of FUELS you wich to apply for. The application
musk be for 2 minimum of SO FUELS. Applications must be in
mulliples af 10 FUERLS.

Application Monies
Enter the amount ot Application Menies. To calculate the amount,
multiply the number of FUELS by $100.

Applicant Name(s)

toter e full e you wish Lo appear on Vhe staleien) of FUFLS
hatedinsgg. Phis e e il her yoo owse i o Che s of
company o ot lype of holdier @y pes T Lable below, Up Lo 3 joinl
Applicants may mgiste, You should refer to the table below ko the
correct torms ot reqistrable title. Applications using the wrong torm of
names may be rejected. Clearing House Electronic Subregister System
(CHESS) participants should complete their name identically to that
presently registered in the CHESS system.

Postal Address

Frodasr yenn poshad wshlvese Tor all conespundense. ML comsamnicalivng
Lo your Dyan Thee registry will e mailed Lo L person{s) aod adidiess as
shown, Tor joint Applicaots, only one addeess can be ortered,

Contact Details

Enter your contact name and telephane number. This may be uged to
comminicate other matters to yau subject to this form. Ihis is not
computsory bul will assisl us if Lhere are any gqueries with yoiw
applicalion (orm.

CHESS

Santes Limited (the Company) will apply to the ASX to participate in
CHESS, aperated by ASX Settlement. and Iransfer Corporatinn Pty Ltd, a
wholly owned sobaidiary of Austratian Stock exchange Limiled. tn
CHIESY, The Company will aperale an eleclinnic CHIESS Silvegialar of
seannily haldings mnl o elechionin T Spomans] Sole ol
serenrily holdings. Togeller Bne bwa suliegisters will nake up Hhe
Compary'y pringipal registen of seeurilies, The Campuny will ool ixe
issuing certificates to applicarty in respect ot FTULLS allotted, If you
are o CHESS participant (o1 are spunsored by a CHLSS participan) and
you wish to hold FUELS allotted to you under this Application on the
CHESS Subregister, enter your CHESS HIN. Otherwise, leave this
section blank and on allotment, you will be sponscred by the Company
aind allocated a Secuiityholder Reference Number {SRN).

Payment

Make yau chequu(s) or money order(s) pavible Lo “Sanlos TURTS O
in Austrolian dellors and cioss it Nt Negotiable, Your cheque(s) or
money order{s) must be diawn on an Australian Branch of a Hnancial
institution,

Complete the cheque details in the boxes provided. The total amount
must agree with the amount shown in box B.

Cheques will be processed on the day of receipt (after the exposure
period expires) and as such, sufficient cleared funds must be held in
your account as cheques returned unpaid may ot be re-presented and
may result in your Application being rejected. Pin {do not staple)
your cheque(s) ta the Application Farm where indicated. {ash will not
be acceplad. Receipl for payment. will nol be forwarded.

YO DO NOL NEED 10 SLGN THLS AIPLICATION PUORM.

Prospectus
Thiy Application Form relates bo this Prospectus dated 1 September 2004 and any supplemertary o oplacoment docament g should be read in conjunction with those
documents. Capltalised wards and cerrain terms used in this Application Fam have the meanings glven to them 1n the 'rospectis.

Acknowledgments

I/we declare that by lodging this Applicatian Farm, I/we represent and wariant that I/we have personally veceived and read in full and understocd the Prospectus as
supplemented or replaced to which this Application Form relates and agree to be bound by the constitution of Santos Limited, the Terms ot Issue ot FUELS and the terms
sl comdiliam of the Offee (inclodiog The wepresenlstions, waraolics arl ageeenwents canliined inthe Pm-.p('('lw.a and 1fwe hewehy agres o apply fas sucl i oomtees of
FUELS as may be calculated in accordance with the temis of the Prospectus and agree to take such number of FUELS equal to or less than the number of FUELS I/we have
indicated on this form {including no FUELS).

1/wee acknowleedge thal Lhe information contained in Ehis Prospecius, is nok invesiment adviee or a recommendalion thal HIFLS e soilable Tor me/is, given my/onr
investment objectives, financial situation or paiticular needs.

T/we herchy puthorise Santos Himiked to complote and execute any documents necessary to chioct the altotment ot any TUTLS, By lodging ks tarm, T/we declane that this
form iy camplele and lodged accovding Lo the trospeclis and Lhat all stalements made ly me/fus are complele and accirale. 1/we represenl and warranl Lhal by ladging
this form, I/we am/are in compliance with all laws of any jurisdiction outside the Commonwealth of Australia relevant to this Application. I/we acknowledge that I/we
amdae residents of, and locoted fo, Australin and hald an Austratian address, T/we declare that T/we am/Zare not acting tar the accawrt or benelit o aoy peesan in the
United Stakes ar a US Peison or any olher Toreign prison and will nol offer or sell FUELS i the Uniled Slales er Lo, or Tor e accounl or henefit af 3 US ferson.

If you return this form with an address outside Australia, your Application may be rejected in which case you will be advised by Computershare.

1 your Applicalion Fonm is el vompleted sconately or coreetly, Compaterbog, oo belst? of Saoton will Dy 1o contact you, 17 your Applicabion Forn is nol able (o L
processed, it will be returned with any Application Monies (without interest).

Lodgement of Application
Application Forms must be received at the Melbourne office of Computershare Investor Services Pty Limited by no later than 5.00pm Melbourne Time on
24 Scptember 2004, Roturn the Application Torin with chegue(s) o inoney cider(s) attached to:

SANTOS FUELS OFFER OR SANTOS FUELS OFFER
¢/- Computershare Investor Services Pty Limited <f- Cornrutershara Investor Sarvices Pty Limited
GPU Box 5481 Yarra Falls
MELBOURNE VIC 8060 452 Johnston Street
ABBOTSFORD VIC 3067

Bioker Himy Applicants shoutd canlacl their Broker for information on sulmitling Lheiv Application. vour Bioker will setlle A suceessful Applicalion an s delivery versus
payment basis through CHESS and this transaction will not have the benefit of coverage by the National Guarantee Fund.

Privacy Statement

Personal intormation is collected on this torm by Computershare, as anent for securities issuers ("the issuer™), tor the purpese ob inaintaining reqisters of securityhotders,
facititaling disteibation payments and olher comorate actions and cammimicalions. Your prisonal information may be disclosed 1o Compolarhae wdalerd hadies
corporate, to external service companies such as print or mail seivice providers, or as otherwise required or permitted by law. If you would like details of your personal
intonmation hetd by Computershaie, or you would like to corect inturmation that is inaccurate, incorrect or out ot dute, please contact Computershiare, In accoidance with
the Corpoations Acl 2000, yau may be el makarial (inclisling markeling materialy appraved by Lhe fasacr in addition 1o genenl enrporale comminicalions. You may cleet
not to receive marketing material by contacting Computershare. You can contact Computershare using the details provided on the front of this form or E-mait
privacy@computershare,connau,

1F you have any enquirles canceiming your application, please contact the Santes Informarion Line on 1300 733 636.

Correct forms of registrable title(s)

Note that ONLY legal entities are allowed to hold FUELS. Applications must be made in the name(s) of natural persons, companies or other legal entities in accordance
with the Corporations Act 2001, At teast one tull given name and the sumame 33 required for cach natutal peson, The name of the beneticial vwner o1 any other
registyable name may be inclided Ly way of an aceounl designalion il completed exaclly as described in Lhe examples of correcl formy of regisliable Lille(s) helow.

Type of Invester Correct Form of Registration Incorrect Form of Registration

Ihdividual - Use yiven naine(s) i dull ool initists M1 Jolin Allted Swilh

Jafnt - 1tse given tame{s) in Aill, nat inirials Mr.lahn Alfrad Sairth & Mrs L lanet Maria smith

b Marie Nmith

Company Usa tompany title, nob ablimvixbons ADBC Pry Lul

Trusts - Use Linsles(s) personal name(s)
Na nat tse the nama of the tfrusr

Mg Pearily Smith
«Peany Smith Tamily A/C.-

Mi Miclaet Sinith
«bat dohn Smith A/~

Deceased Eslales - Use exewului{s) peisonal nane()
Do nnt use the aame of the deceaxed

Cutate of Lot Joh

Mr duhn Alfied Smilh
~Patar Smith A/~

Minur {u pesson under the sy of 316)  Use Lhe name ol o

N : : - Pater Nmith
waponaihle adult with an appmpnake designatian ”

M lohn Smith & Mr Michaot Smith
aJohn Son{h & Son AL

Partnerships  Use partnon prrsonal nomis)

- o gt s Lhe name ol (he parlngsng Julin Sniith &

Clubs/Unincarporoted Hodies/Musincss Names i officn
Lreaienr(s) persondl idne(y)
Da nat ise the aame of the cluh nre

Mrs Janel Saiith
«ANC Tennic Ansncinrinn A/

Superannualion Fuinds - Use Uie name of Liuslee ol the Tund
- ba nat uze the name nf the find

Julin Swili Py Lid

~Super Hind A/~ 1 Pty (b4 Superananation bind

—&—

o
z
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» This offer is expected to close at 5.00pm Melbourne Time on 24 September 2004

Santos

Santos Limited
ABN B8O 007 550 923
General Application Form - FUELS OFFER

This Application Form is for FUELS offered under the Prospectus dated
1 Septeimber 2004,
This form is important. If you are in doubt as to how to deal with it, please
contact your stockbroker or professional adviser without delay. You should read
the entire Prospectus carefully before completing this form. Te meet the
requirements of the Corporations Act, this form must not be distributed
unless included in, er accompanied by, the Prospectus (as supplemented or replaced).
n 1/we apply for E I/we lodge full Apphcatlon Monies of
SR N S A s e e 1 FUELS at ; ; -

1 v " B i : K +i] Tace Value of
............................................... $100 euch

Your application musl Le for a mininwm of 0 TULLS ($5,000) and inusl be for g wwltiple of 10 TUCLS ($1 000) gl $100 per FULCLS.

Reglstry Use Only

Individual/Joint applications - refer to naming standards overleaf for correct forms of registrable title(s)
lille o Company Name Giver Name(s) Suinane

Joint Applicant 3 or Account Designation

m Enter your postal address - Indude State and Postcode

Unit Shiwd Nombn Sheel Nies e O o A0 Tl
T EEEEX T R aros T o S IR ==

(.'l / \UULIIh /Tuwu

E Enter your contact details
Canluel Nane To(( ptione Numboe  Busirusy, Hoyr, / Afler Hoges

ﬂ CHESS Participant
Holder Identification Number {(HIN)

Please note that if you supply 3 CHESS HIN but the name and address details on your form
do nob correspond exarlly with Lhe registration delaili held al CHESS, your application will
be deemed to be made without the CHES5 HIN, and any securities issued as a result ot the
Offer under the Prospectus will be held on the Issusr Sponsored Subregister.

Cheque details - Make your cheque(s) or money order(s) payable to ‘Santos FUELS Offer’
ﬂ Drawer Cheque Number BSB Number Account Number Amount of cheque

Amount of cheque

See back of form for completion guidelines

- S T O G MTAT Y aRran
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How to complete this form

(B

FUELS Applied for

Enter the number of FUELS you wich ta apply for. The application
must be for a minimunt of 50 FUELS.  Applicatians must be in
mulLiples of 30 FDELS,

Application Monies
Enter the amount ot Application Monies. To calculate the amount,
multiply the number of FUELS by $100.

Applicant Name(s)

Fider ey (ol e yonr wisdi B appestr on The sbatomen) of FUFCS
hotdig. Uhis mnesd e odlher your owne same o The nanns of o
company of athor lype of haldier gy per e Loble below, Up Lo 3 joinl
Applicants may mgistern  You should wter to the table below tor the
conect torms ot reqistrable title.  Applications using the wrong torm ot
rames may be rejected. Clearing House Electronic Subregister System
(CHESS) participants should complete their name identically to that
presently registeved in the CHESS system.

Postal Address

Foler youn poskal adilieees fon bl conespunilence. AL commoication,
Lo you i e registy wilt b orited Lo T peron(s) aod adidresy s
shown, Tor joirt Applicants, only one address can be ergered,

Contact Details

Enter your contact name and telephone number. Thic may be uted to
communicate other matters to you siubject to this form. this is not.
compulsory bol will assial s i€ there ae any gueries wilh your

CHESS

Santes Limited (the Company} will apply to the ASX to paiticipate in
CHESS, aperated by ASX Settlement and transfer Corporation Ity Ltd, a
wholly owned subsidiary of Australiang Stock Exchange Limiled. 1n
CHESS, 1he Contpany will aperate an eleclivnic CHENYS Siliregislar of
seentily holdings ol o edechionic e Spomausd Sulbs ol
seentily boldinge Together Hie Ywo sobiesgisbers will niske up Hie
Compury's principat regislee of serunitios,  The Campany will ool e
Tssuing certilcates to applicants in iespect of FUCLS allotted, It you
yre o CHESS participant (or are spunsored by o CHISS participant) and
you wish to hold FUELS allotted to you under thiz Application on the
CHESS Subregqister, enter your CHESS HIN, Otherwise, leave this
section blank and on allotinent, you will be sponsored by the Company
and allocated a Securityholder Reference Number (SRN).

Payment

Make yowr chieque(s) oo maney omde(s) payable Lo Santas TUTLS O
in Apstralian dollors amd cross it Mot Negotiable,  Your cicque(s) or
money order(s) must be drianwn on an Australion Brunch ot a Hnunciat
institution.

Complete the cheque details in the boxes provided. The total amount
must agree with the amount shown in hox B.

Cheques will be processed on the day of receipt {after the exposure
period expires) and as such, sufficient cleared funds must be held in
your account as cheques returned unpaid may not be re-presented and
may vesult in your Application being rejected. Pin (do 1ot staple)
your cheque(s) to the Application Foym where indicated. {ash will not
he aceepled. Receipl far paymenl will wol be farwarded.

YOU DO NOI NEED 10 SIGN THIS APIUCAILON FORM.

applicalion form.

Prospectus
Thig Application Toem relutes to this Prospectus dated 1 Septoember 2004 and any supplemerntyry or ieplacement docwment ond should be toed in conjunition with those
dacuments. Capltalised words and certaln terma used in this Applcatian Faim have the meanings glven to them 1n the 'rospectus.

Acknowledgments

I/we declare that by lodging this Application Farm, I/we represent and warrant that I/we have personally received and read in full and understood the Prospectus as
supplemented or reFlaced to which this Apptlication Form relates and agree to be bound by the constitution of Santos Limited, the Terms ot Issue ot FUELS and the terms
s combitions af the Offe (inchding The sepresentistions, waantics amd agreenents canlisinel ] in the Puv.p(-rlu-.z sl [fwe bierehy agoee lospgdy T el mombe of
FUELS as may be calculated w1 accordance with the temms of the Prospectus and agres to take such number of FUELS equal to or less than the number of FUELS I/we have
indicated on this form (including no FUELS),

1/we acknowledge 1hat the information contained in 1his Praspeecios i nol investowinl adviee or a recommaendation Uhal FHEES sce sailtable for me/us, given my/aue
investment objectives, financial situation or paiticular needs.

T/we hivehy authorise Santos 1imited to complete and execute any decumenty nocessary to ettoet the allotment ot any UGS, Ry ll,ukling this torm, T/we declare that this
form is complete and lodged according Lo the 1ospectis and thal all stalemants made iy me/sug are complete and accurale. L/we represent and wairant that by lodging
this form, I/we am/are in compliance with sll laws of any jurisdiction outside the Commonwealth of Australia relevant to this Application. I/we acknowledge that I/we
amZare residents ob, and locoted in, Austrolia and hald an Australiin ader T/we declare that T/we am/ore not acting foe the accourt or benelt of any peisan in the
United Slales ar a US Versan ar any alher fairign peison and will nol offer or sell FUELS i Lhe Uniled States or Lo, or for Lhe account or benefit af 3 Ug Person.

If you return this form with an address outside Austratia, your Application may be rejected in which case you will be advised by Computershare.

1 your Applivation Forae inonol vompleted scanstely or conectly, Comprteadua, oo behalf of Saotas will by (0 canbael e 17 year Application Forn i aal sble o e
processed, it will be returned with any Application Monies (without interest).

Lodgement of Application
Application Forms must be received at the Melboumne office of Computershare Investor Services Pty Limited by no later than 5.00pm Melbourne Time on
24 Scptember 2004, Return the Application Torm with chegque(s) or moncy vider(s) attached to:

SANTOS FUELS OFFER OR SANTOS FUELS OFFER
¢/- Computershare Investor Servicas Pty Limited </- Comrutershara Investor Sarvices Pty Limited
GPO Box 5481 Yarra Falls
MELBOURNE VIC 8060 452 Johnston Street
ABBOTSFORD VIC 3067

Broker Feo Applicants should canlacl Lheir Broker for information ow submitling their Application. Your Bioker will settle a succesalul Applicalion on a delivery varsus
payment basis through CHESS and this transaction will not have the benefit of coverage by the National Guarantee Fund.

Privacy Statement

Personal intormation s collected on this torm by Computershare, a3 ugent bor securities issuers ("the issuer”), tor the puipose ot inaintaining registers ot securityholdlers,
facililaling distribulion paymeals and other carpoale xelions and commanicalions. Youv personal informaliat may be disclosed 1o Compaisrahade™ ealated badics
corparate, to external service companies such as print or mail service providers, or as otherwise required or permitted by law. If you would like details of your personal
information held by Computershare, or you would like to conect intormation that is inaccurate, incorrect or out of date, please contact Computeishare, In accordance with
1he Corporalions ACL 2001, you may be enl malevial (neliding markeling material) appraved by The fier in addilion 1o general earporale eommunicalions. You may alocl
not to receive marketing material by contacting Computershare. You can contact Computershare using the details provided on the front of this form or E-mail

privacy@ computershare.con,au.

1F you have any enruirles conceming your applicatlan, please contact the Santas Information Line on 1300 733 636.

Correct forms of registrable titlei‘s)
Note that ONLY legal entities are allowed to hold FUELS. Applications must be made in the name(s) of natural persons, companies of other legal entities in accordance
with the Corporations Act 2001, At least one tull given name und the surname 35 required for cach notural peison. The name of the benetcial owner or any other
regisliable name may be included by way of an avcounl desigoalion if compleled exactly as desceibed it Lhe examples of corracl forms of registiable title(s) below.

Type of Investor Correct Form of Registiation Incorrect Form of Registation

[ndividual - Use given name(s) in full ol initisls Mr Julie Allied Siitl

Anlnt - tise given nams(<) in fiil, nat initials Mr.inhi Alfead Satth & Mrs danet Mare Smith nat Maris Smith

Company lse company ke, not shhrnviations ADC Pty Ltd ADBC P/L

Trusts - Use Liusles(s) pecsonal nane(s)
Da not se the nama of the sk

Ms Penny Smilh

.
wPeany Smith Family A Fenny Sl

M Michasel Simith
~#5T dnhn Smith A/

Deceased Eslates - Uue execulor{s) peisuiial name(s)

1o net s the Aame of the decanted Catate of Laks Joh

Mr John Alled SmiLh
~Petar Smith A/~

Minur (g purson under Uie sye of 16)  Use the naime of o

i i i i Feter \mit
wapansihle adilt with an appmprate dezignatian eter s\mith

Partnerships  lse partnar persanid eamnes)
- Boongl yse U vame o) (he pasligsghg

Mrlohn Smith & Mr Mi
oy Smulh & San AJCs

acl Smith .
Jolin Smith

Clubs/Uniacarporated Hodles/Business Names  se officn
Lreaiei(s) perzondl neme(y)
Do not use the nama of tha club or-

Mrs Janel Smith
+ANC Tennis Assodiation A/

Superannualion Funds - Use Ue name of Liusbee ol Lhie Tund
- lia nnt use tha name of the find

Julin Suiith Ply Ltd
=Siper Hind A/~

#ty |t Superannnatinn Fund

—&—

STOG
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Corporate DHroctory

The Issuer

Santos Limited

Level 29, Santos House
91 King William Street
Adclaide SA 5000

Legal Advisers to the Issuer
Freehills

level 43

101 Collins Street

Melourne VIC 3000

Auditors to the Issuer
KPMG

161 Collins Street
Melbourne VIC 3000

Arranger, Underwriter and Sole Manager
Merrill Lynch International (Australia) Limited
level 49 MI (I Centre

19-29 Martin Place

Sydnay NSW 2000

Broker 1o the Offer

Merrill Lynch International (Australia) Limited
Level 49 MLC Centre

19-29 Marlin Place

Sydney NSW 2000







