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Santos reassures investors Gladstone LNG venture
on budget
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SANTOS said today its $US16 billion gas-export joint venture in Queensland remained on budget despite
rising cost pressures in the industry.

The comments came as the company said its oil and natural gas output in the second quarter was flat on year.

Santos produced 11.9 million barrels of oil equivalent in the April-June period, an improved performance on the
previous quarter reflecting the return to normal of much of its oil and gas operations in the Cooper Basin hub
after floodwaters receded and access to wells improved.

Adelaide-based Santos is placing a series of bold bets on natural gas as giant Asian economies such as China and
India shift away from burning coal and crude oil, which are widely blamed for a worsening pollution problem.

Santos and partners have begun construction of the $US16bn ($14.9bn) Gladstone liquefied natural gas project
in Queensland, which will supply Asian customers with up to 7.8 million tonnes of LNG produced mainly from
coal seam gas.
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"Gladstone LNG is off to a good start. We are on schedule for first LNG in 2015," Santos chief executive David
Knox said.

Santos has a minority stake in the PNG LNG project, which a consortium led by ExxonMobil is building in
Papua New Guinea, with first LNG exports targeted in 2014.

Earlier this month, Santos bolstered its exposure to natural gas by bidding $730 million for full control of
Eastern Star Gas, which owns several gas fields in New South Wales.

It expects to complete the deal and subsequent sale of 20 per cent of Eastern Star's permits for $284m to
TRUenergy, the Australian unit of CLP Holdings, by late October.



Santos also maintained today earlier guidance for production of 47 million-50 million barrels of oil equivalent in
2011. Forecast capital expenditure this year remained at $3bn, two-thirds of which is earmarked for LNG
projects.

Although the company's recovery from the heavy rainfall in central Australia was well underway, Mr Knox said
a number of fields in the Cooper Basin remain affected by flooding and its operations would continue to be
impacted for several months.

Santos said its revenue in the second quarter rose 3 per cent on year to $599m, partly reflecting higher sales
prices for its oil and gas output.
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