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BEACH PETROLEUM LIMITED - AGM 2009 

MANAGING DIRECTOR'S ADDRESS 

26 NOVEMBER 2009 

Competent Persons Statement: 

This address Ŏƻƴǘŀƛƴǎ ƛƴŦƻǊƳŀǘƛƻƴ ƻƴ .ŜŀŎƘΩǎ wŜǎŜǊǾŜǎ ŀƴŘ wŜǎƻǳǊŎŜǎ ǿƘƛŎƘ ƘŀǾŜ ōŜŜƴ ŎƻƳǇƛƭŜŘ ōȅ  

Mr Hector Gordon who is a full time employee of Beach, is qualified in accordance with ASX listing rule 5.11 and 

has consented to the inclusion of this information in the form and context in which it appears. 

Thank you, Ladies and Gentlemen. 

²ŜΩǾŜ ƘŀŘ ŀ ȅŜŀǊ ƻŦ ƎǊƻǿǘƘΣ ōǳǘ Ƴȅ ŦƻŎǳǎ ƛǎ Ƴƻǎǘƭȅ ƻƴ ǿƘŀǘ lies ahead and how Beach is going to grow. 

{ƻΣ ƛǘΩǎ ŀ ƎƻƻŘ ǘƛƳŜ ǘƻ ŀǊǘƛŎǳƭŀǘŜ ǎƻƳŜ ōƻƭŘ ǎǘǊŀǘŜƎƛŜǎ ŀƴŘ ǿŜƭƭ ǇƭŀƴƴŜŘ ƻōƧŜŎǘƛǾŜǎ ǘƘŀǘ ǿƛƭƭ ǇǊƻǇŜƭ .ŜŀŎƘ ƛƴǘƻ ǘƘŜ 

new world of low carbon energy.  

 

Figure 1: Overview 
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Figure 2: FY09 Beach Record Production 
 

But first, a glance back at a good year with record production of 9.6 million barrels of oil equivalent, achieved 

even though we had sold a producing asset, Tipton West, during the year. 

There are two points to note. The first is that the Cooper Basin continues to deliver more than 85% of production. 

The second is that we are producing more oil ς 25% more, in fact, mostly from new and very profitable 

ŘƛǎŎƻǾŜǊƛŜǎ ŀƭƻƴƎ ǘƘŜ /ƻƻǇŜǊΩǎ ǿŜǎǘŜǊƴ ŦƭŀƴƪΦ 

This has offset an expected decline in gas production, which is a reflection of older, long term contracts that will 

wind down over the next decade. 

Of course, this is not to say that there is no more gas available for sales. There is much, much more and I will 

come to that later. 

.  

Figure 3: Operations Highlights - Cooper oil and gas 



3 
 
We are confident that western flank exploration will continue to yield good discoveries over the next two to five 

years. The three new discoveries during the year in review fuel this confidence. 

The construction and commissioning of the Callawonga-Tantanna pipeline, with a capacity to take up to 6,000 

barrels of oil per day, has proved to be a worthy investment. It will also defray transport costs for any new 

discoveries that are made in this western region. 

Two new gas discoveries in PEL 106, also along the western flank, are also a good indication that gas is still there 

ǘƻ ōŜ ŦƻǳƴŘ ƛƴ ŎƻƴǾŜƴǘƛƻƴŀƭ ǇƭŀȅǎΣ ŀƭǘƘƻǳƎƘ ƛǘΩǎ ǿƻǊǘƘ ƳŜƴǘƛƻƴƛƴƎ ǘƘŜ ǎƛƎƴƛŦƛŎŀƴŎŜ ƻŦ .Ǌƻǿƴƭƻǿ-1, which was 

deliberately and successfully ς drilled to test a so-called stratigraphic trap. This sort of trap is very difficult to 

identify, even with quality 3D seismic, but it is the type of conventional play that could yield quite large fields, in 

Cooper Basin terms. 

However, the most significant trend to emerge in the Cooper is that of unconventional gas.  Of this, more later.  

 

Figure 4: Operations Highlights - Tipton West, PNG, Browse, Tanzania 

 

Beach was an early entrant into CSG through its joint venture in the Tipton West project. We made a decision to 

take advantage of the higher prices being offered as parties scrambled during the year to secure large gas 

reserves for LNG projects. 

Our initial investment was $35 million and we were able to achieve a price of up to (or possibly greater than) 

$400 million after running a process that included independent advice as to valuation. Our rationale was that to 

become involved - if indeed we could become involved - in any LNG project would have required Beach to spend 

hundreds of millions of dollars over the next three or so years, with little prospect of any significant return in that 

period. We did this also in the knowledge that we had identified a much larger opportunity in the Cooper Basin. 

Australia and the surrounding regions tend to be gas-prone, rather than oil-prone. With Talisman as operator, 

work is proceeding around the Pandora gas field in the Gulf of Papua to define the size of the gas resource there. 
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In the Browse Basin of Western Australia, with Santos as operator and Inpex as a co-venturer, we made a 

potentially large discovery of gas in the Burnside-м{¢м ǿŜƭƭ ƭƻŎŀǘŜŘ ŀǇǇǊƻȄƛƳŀǘŜƭȅ пл ƪƛƭƻƳŜǘǊŜǎ ŦǊƻƳ LƴǇŜȄΩǎ 

Ichthys field. 

Looking ahead, the large Barque gas/condensate prospect offshore from the South Island in New Zealand is 

expected to be drilled next financial year.  

 

 

Figure 5: Operations Highlights - Egypt, Gippsland Oil, Geothermal 

 

Our entry into Egypt is about to pay dividends, with first oil production from new fields expected less than two 

ȅŜŀǊǎ ŀŦǘŜǊ .ŜŀŎƘΩǎ ŜƴǘǊȅ ƛƴǘƻ ǘƘŜ ǊŜƎƛƻƴΦ 

The targets are of an order of magnitude larger than typical Cooper plays; the fiscal and regulatory regimes are 

not unduly onerous; the prospectivity for oil is excellent; and the opportunities are again of an order of 

magnitude better for oil discoveries than in Australia. 

BMG, the Gippsland Basin project in offshore Victoria, had a more difficult year, but with the return of the 

production vessels after statutory inspection, we anticipate that the joint venture will be in a better position to 

focus on the future development of the fields, including the large contingent gas/liquids resource there. 

Our involvement with geothermal energy assumed greater impetus, with the drilling of the Paralana-1 well during 

the latter half of 2009 and the awarding of a $62.8 million grant by tƘŜ CŜŘŜǊŀƭ DƻǾŜǊƴƳŜƴǘ ǘƻ ŀǎǎƛǎǘ ǘƘŜ ǇǊƻƧŜŎǘΩǎ 

development.  
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Figure 6: Reserves and Resources 

.ŜŀŎƘΩǎ ŎǳǊǊŜƴǘƭȅ ōƻƻƪŜŘ ǊŜǎŜǊǾŜǎ ƻŦ сс Ƴƛƭƭƛƻƴ ōŀǊǊŜƭǎ ƻŦ ƻƛƭ ŜǉǳƛǾŀƭŜƴǘ όάōƻŜέύ ŀƴŘ ǇǊƻŘǳŎǘƛƻƴ ƻŦ ǘƘŜ ƻǊŘŜǊ ƻŦ у 

to 10 million boe each year, equate to a resŜǊǾŜǎΥǇǊƻŘǳŎǘƛƻƴ Ǌŀǘƛƻ ƻŦ ŀǊƻǳƴŘ ǎŜǾŜƴ ǘƻ ŜƛƎƘǘ ȅŜŀǊǎΩ ƭƛŦŜΦ 

IƻǿŜǾŜǊΣ ǘƘŜ /ƻƳǇŀƴȅΩǎ ƭŀǊƎŜ ŎƻƴǘƛƴƎŜƴǘ ǊŜǎƻǳǊŎŜ ōŀǎŜ ƛǎ more than four times greater. These are resources 

that we are confident are in place, ready to be developed under the right market conditions which we are 

confident will be there. 

If we did nothing but develop these resources, we should be able to continue to deliver solid production with 

growth.  Our goal, however, is accelerated growth. 

 

Figure 7: Beach's strategy in the next ten years 
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Let me now put forward our strategy for the next ten years:  

Å accelerated growth at 60:30:10.  

The latter is something of a mantra for us, because it is inherent in the way we consciously try to approach all 

manner of things, to balance risk with reward. It reflects a portfolio approach, with 60% of our activities aimed at 

low risk, predictable growth; 30% in activities with moderate risk but the chance of greater return; and 10% in 

higher risk projects with the chance of a discovery that would give large stepwise growth. 

We believe that this approach is how best to build a long term, robust business in the petroleum exploration and 

production industry. It has allowed Beach to build to become a significant Australian oil and gas producer. It has 

certainly been one of the reasons why Beach has been kept on an even keel during the last twelve months of 

financial turmoil.  

 

Figure 8: Beach's strategy - next two to five years 

We have a very clear objective over the next two to five years.  

We aim ς as a minimum ς to double production and reserves during that period. 

I say, as a minimumΣ ōŜŎŀǳǎŜ ǿŜ ōŜƭƛŜǾŜ ǘƘŀǘ .ŜŀŎƘΩǎ ŜȄƛǎǘƛƴƎ ŀǎǎŜǘǎ ŀƴŘ ƛǘǎ ǳƴŘŜǾŜƭƻǇŜŘ Ŏƻƴǘƛngent resource 

base are capable of delivering that outcome. 

Our number one objective in this period is to find more oil. During the next two to five years we expect that the 

ǿƻǊƭŘ ǿƛƭƭ ŦŀŎŜ ǎƻƳŜ ǾŜǊȅ ǊŜŀƭ ƛǎǎǳŜǎ ǘƘǊƻǳƎƘ ŦŀƭƭƛƴƎ ǎǳǇǇƭȅΦ LǘΩǎ ƴƻǘ ǎƻ ƳǳŎƘ ŀ ǉǳŜǎǘƛƻƴ ƻŦ άǇŜŀƪ ƻƛƭέΣ ōǳǘ ƳƻǊŜ 

because projects that could have been brought on to address future global supply have been deferred as the 

global financial turmoil savaged their source of funding. There has been an even greater impact on exploration 

efforts that are vital to identify oil reserves for the future. World oil supply is facing a real squeeze as a result.  

Hence, we are going to drill low risk, one to two million barrel recoverable targets in the Cooper; moderate risk, 

ten to twenty million barrel targets in Egypt; and some high risk one hundred to two hundred million barrel 

targets elsewhere ς for example, the large Barque prospect in New Zealand. 

During the same time, we expect that we will continue to unlock the existing large conventional gas resource of 

about 500 PJ that Beach holds in the Cooper Basin and to look for new producing assets that suit our skills. 
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A low carbon energy world can be a world of opportunities and we will continue to identify those opportunities 

and move on them. 

 

Figure 9: Finding more oil in Egypt 

L ƳŜƴǘƛƻƴŜŘ .ŜŀŎƘΩǎ ŜȄƛǎǘƛƴƎ ǎƪƛƭƭǎΦ  

This is what we do well: Beach is a proven, low cost operator of exploration, development and production in 

onshore, remote areas. We have proved this in the Cooper Basin of Australia. Our plan is to use those skills in 

even more prospective parts of the world, such as Egypt.   

With partners, BP and Tri Ocean Energy, Beach is developing some near shore fields in the Gulf of Suez. Although 

BP is operating this development program, the ŎƻƴŎŜǇǘ ŀƭƛƎƴǎ ǿƛǘƘ .ŜŀŎƘΩǎ ŀǇǇǊƻŀŎƘ ǘƻ ǇǊƻƧŜŎǘǎ ƻŦ ǘƘƛǎ ƴŀǘǳǊŜ 

and that is to drill from the shoreline, close to existing pipeline and processing facilities, at much lower cost than 

by drilling from an offshore location. The initial drilling has been highly successful, with the first of three wells 

planned in the present drilling campaign intersecting a thicker oil reservoir than expected ς a net oil column of  

145 m in the NS377-о ǿŜƭƭΦ ²ƛǘƘ ƻƴƭȅ т ƪƳ ƻŦ ƴŜǿ ǇƛǇŜƭƛƴŜ ǊŜǉǳƛǊŜŘ ǘƻ ǘƛŜ ƛƴ ǘƻ tŜǘǊƻōŜƭΩǎ ƴŜŀǊōy Ras Ghara 

processing facility, production is expected to begin in the first half of 2010. 

The largest oil field in the Cooper/Eromanga Basin is Jackson, which holds about 50 million barrels of ultimately 

recoverable oil. The Gulf of Suez has giant fields, such as the July Field, an order of magnitude greater. The lower 

risk prospects in Egypt, such as the targets Beach is now addressing, also tend to be an order of magnitude 

greater than the Cooper/Eromanga ς that is, around ten to twenty million barrels. 

More oil is why we are in Egypt. We are pleased with our progress there, with first oil production expected in less 

ǘƘŀƴ ǘǿƻ ȅŜŀǊǎ ǎƛƴŎŜ .ŜŀŎƘΩǎ ŜƴǘǊȅΦ ²Ŝ ƘŀǾŜ ƎƻƻŘΣ ǎǳōǎǘŀƴǘƛŀƭ ŀƴŘ ŜȄǇŜǊƛŜƴŎŜŘ ǇŀǊǘƴŜǊǎ ƛƴ .tΣ ¢Ǌƛ hŎŜŀƴ ŀƴŘ 

Dana Petroleum. 

We expect that within two to five years Egypt will be to Beach what the Cooper was five years ago ς but much 

larger. 
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Figure 10: Beach's strategy, five to ten years 

Beyond five years, we have a very solid and ambitious long term plan that could set Beach up as a very much 

larger and substantial company. 

Our five to ten year plan is set out here, but I want to focus on two aspects, in particular, because they offer huge 

potential. 

The first is in Tanzania, because it offers Beach the chance to take an early position in the East Africa Rift. This 

region is shaping up as one with potential to become a significant component of future world supplies.  

The second is back in our home ground, the Cooper Basin. Part of our initial five year plan is to assess the 

unconventional gaǎ ǇƻǘŜƴǘƛŀƭ ƻŦ .ŜŀŎƘΩǎ ƭŀǊƎŜ Ǉƻǎƛǘƛƻƴ ƛƴ ǘƘŜ ōŀǎƛƴΣ ǇŀǊǘƛŎǳƭŀǊƭȅ ŦƻǊ ǎƘŀƭŜ ƎŀǎΦ ¢ƻ Ƴŀƴȅ ƻŦ ȅƻǳΣ ǘƘƛǎ 

will be a new word. I imagine you felt that way about coal seam gas a few years ago, but probably not so now, 

after observing some of the large transactionǎ ǎƛƴŎŜ ǘƘŜƴ ό.ŜŀŎƘΩǎ ¢ƛǇǘƻƴ ²Ŝǎǘ ǎŀƭŜ ƛƴŎƭǳŘŜŘύΣ ŀǎ ƳŀƧƻǊ 

companies such as BG Group, Conoco Phillips and Shell moved to acquire large gas reserves earmarked for export 

as LNG. 

It may not be as well known in Australia, but shale gas has had a profound impact in recent years in the USA. 

Shale gas asset sales there have been, if anything, more frenetic than the CSG sales here. For example, earlier this 

year, BG Group paid a consideration of US$1.06 billion in June this year to Exco Resources to acquire a 50% 

interest in 120,000 net acres in east Texas and Louisana, covering the Haynesville shale gas formation. 

LǘΩǎ ǿƻǊǘƘ ƴƻǘƛƴƎ ǘƘŀǘ .ŜŀŎƘΩǎ ƴŜǘ ƘƻƭŘƛƴƎǎ ƛƴ ǘƘŜ ǇǊƛƳŜ ŀǊŜŀ ƻŦ ǘƘŜ bŀǇǇŀƳŜǊǊƛ ¢ǊƻǳƎƘ ƻŦ ǘƘŜ /ƻƻǇŜǊ .ŀǎƛƴ ŀǊŜ 

approximately 600,000 acres.  
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Figure 11: Tanzanian East African Rift 

 

 

More oil ς and lots of it! 

To achieve that we need to go where few have been before.  

¢ƘŜ DǳƭŦ ƻŦ {ǳŜȊΣ ŀǎ L ƘŀǾŜ ƴƻǘŜŘΣ Ƙƻǎǘǎ ǾŜǊȅ ƭŀǊƎŜ ƻƛƭ ŦƛŜƭŘǎΦ Lǘ ƛǎ ǇŀǊǘ ƻŦ ŀ ǊƛŦǘƛƴƎ ƻŦ ǘƘŜ ŜŀǊǘƘΩǎ ŎǊǳǎǘ ǘƘŀǘ Ƙŀǎ 

allowed rapid sedimentation. 

The East African Rift is similar, but barely explored until recently ς and yet it has a long history of natural oil 

seeps.  

"We have a rich seam of oil in East Africa, the likes of which have never been seen before", according to Brian 

Glover, Tullow Uganda's Managing Director. Tullow (and its partner Heritage Oil plc) have reportedly drilled 27 

exploration wells in the Lake Albert basin and an astonishing 26 have hit oil. 

We are actively working with the Tanzanian Government on an exclusive basis to finalise a Production Sharing 

!ƎǊŜŜƳŜƴǘ ǘƘŀǘ ǿƛƭƭ ŀƭƭƻǿ .ŜŀŎƘ ǘƻ ǎǘŀǊǘ ŜȄǇƭƻǊƛƴƎ ǘƘŜ ǊƛŦǘ ǎȅǎǘŜƳ ǎƻǳǘƘ ƻŦ ¢ǳƭƭƻǿΩǎ ŀƴŘ IŜǊƛǘŀƎŜΩǎ ōƭƻŎƪǎΦ 

STOP PRESS: on 23 November 2009, Heritage announced the proposed sale of its 50% working interests in 

Blocks 1 & 3A in Uganda to Eni S.p.A. for up to US$1.5 billion (US$1.35 cash and a further contingent 

consideration of US$150 million). 

We believe that there is good potential for large discoveries of the order of 200 million barrels ς or greater ς and, 

ŦǊŀƴƪƭȅΣ ǿŜ ŎŀƴΩǘ ǿŀƛǘ ǘƻ ƎŜǘ ǎǘŀǊǘŜŘΦ  


