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Introduction & purpose

• Outline the terms of BG’s offer

• Explain why BG’s cash offer of $15.50/share represents full and fair 
value

• Set out why BG’s proposal, previously supported by the Origin 
Board, should be put before Origin shareholders

BG’s takeover offer for Origin Energy
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Legal notice
BG’s takeover offer for Origin Energy

This document and its contents are confidential and should not be distributed, published or reproduced (in whole or in part) or disclosed by recipients to 
any other person.  This presentation is not intended as an offer, invitation, solicitation or recommendation with respect to the purchase or sale of any 
security in the United States or in any other jurisdiction in which such an offer or solicitation is not authorized or to any other person to whom it is unlawful 
to make such an offer or solicitation.

The following presentation contains forward-looking statements concerning BG Group’s strategy, operations, financial performance or condition, outlook, 
growth opportunities or circumstances in the countries, sectors or markets in which BG Group operates. By their nature, forward-looking statements 
involve uncertainty because they depend on future circumstances, and relate to events, not all of which can be controlled or predicted. Although BG 
Group believes that the expectations reflected in such forward-looking statements are reasonable, no assurance can be given that such expectations will 
prove to have been correct. Actual results could differ materially from the guidance given in this presentation for a number of reasons. For a detailed 
analysis of the factors that may affect our business, financial performance or results of operations, we urge you to look at the "Risk Factors" included in 
the BG Group plc Annual Report & Accounts 2007. Nothing in this presentation should be construed as a profit forecast and no part of this presentation 
constitutes, or shall be taken to constitute, an invitation or inducement to invest in BG Group or any other entity, and must not be relied upon in any way in 
connection with any investment decision. BG Group undertakes no obligation to update any forward-looking statements.  The prospective or forecast 
financial information included in this document  was not prepared as a forecast in compliance with published guidelines of the SEC or the American 
Institute of Certified Public Accountants regarding forecasts.  

All information in this presentation relating to a third party has been extracted  without material amendment from information included in public documents 
and has not been commented on or verified by such third party or verified by BG Group. So far as BG Group is aware and is able to ascertain from such 
information, no facts have been omitted which would render the reproduced information inaccurate or misleading.

No representation or warranty, express or implied, is or will be made in relation to the accuracy or completeness of the information in this presentation 
and no responsibility or liability is or will be accepted by BG Group or any of its respective subsidiaries, affiliates and associated companies (or by any of 
their respective officers, employees or agents) in relation to it. In particular, BG Group does not endorse, and  is  not responsible for, the accuracy or 
reliability of any information in this presentation relating to a third party.

BG Group means BG Group plc and its subsidiary undertakings, joint ventures and associated undertakings.
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Key Messages

BG’s views can be summarised:

• BG’s cash offer of $15.50/share represents full and fair value 

• BG’s offer has valued Origin at a premium to relevant indices

• Origin’s suggestion of $16bn for its CSG fundamentally overstates value

• The Santos / Petronas deal does not provide an appropriate valuation metric

• Step-change in reserves seems driven by new estimating methodology

• Insufficient wells drilled to give confidence in the reserves step-change

• JV alternative is undefined, lags competitors and carries substantial risk 

• Today, Origin doesn’t have the reserves to underpin its LNG alternative

BG’s takeover offer for Origin Energy

BG’s cash offer of $15.50/share represents full and fair value
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BG offer highlights

• All cash offer of $15.50/share less any dividend

• Full and fair value for whole business (retail, generation, E&P)

• BG intends to invest in and grow all of Origin’s Australian businesses

• Cash certainty to Origin’s shareholders vs. risks of JV alternative

BG’s takeover offer for Origin Energy

BG’s cash offer of $15.50/share represents full and fair value
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Offer represents a substantial premium
BG’s takeover offer for Origin Energy

* VWAP = Volume Weighted Average Price 

BG offer 3 month VWAP* 1 month VWAP* 1 week VWAP* Last Traded Price 
of Shares1

72% 59% 53% 48%

$15.50

$9.04 $9.72 $10.12 $10.47

Source: IRESS

Note: All VWAP calculations are based on the period leading up to and including Origin’s closing price on 29-Apr-2008, 
being the day immediately prior to the announcement of BG’s initial proposal

1. Closing price on 29 Apr 2008
2. Closing price on 23 Jun 2008, $15.52

BG’s offer represents a substantial premium



7

Offer represents substantial value

• At BG’s offer price, Origin is valued at 31.4x FY2008 earnings, 
representing substantial value relative to relevant indices

• BG’s Offer attributes significant value to the current utility business 
and future prospects

BG’s takeover offer for Origin Energy

Substantial and fair value
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Source: Datastream IBES estimates as of 23-Jun-2008
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Conditions include

• A minimum acceptance of 50.1%

• Necessary clearances and approvals including:

– FIRB

– ACCC

– OIO in New Zealand 

• No material acquisitions or disposals by Origin

• BG Group shareholder’s approval (ordinary resolution)

BG’s takeover offer for Origin Energy

All conditions set out in full in today’s announcement
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BG’s proposal to Origin

• On 28 May 2008, Origin agreed that a revised BG proposal at $15.50 

per share should be put to Origin shareholders

• Origin then withdrew support citing:

– Santos-Petronas impact on value of the company’s CSG reserves

– A new reserves report (which had been received and considered by Origin 

prior to the 28 May 2008 confirmation)

BG’s takeover offer for Origin Energy

Reasons cited by Origin for withdrawing support 
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Santos-Petronas deal is inappropriate benchmark

• Origin promotes a headline price of $1.65/GJ

• This is inappropriate because:

– Transaction included reserves (c 5500PJ gross) and value for a well 
developed, integrated LNG project

– Petronas not just buying feed gas; LNG value chain 

– BG estimates notional price at $0.95/GJ

– Origin does not today have the reserves for an LNG scheme given 
downstream commitments and reversion rights 

– Origin LNG facility would be years behind. Price should be discounted to 
around $0.70/GJ

Origin significantly behind Santos in LNG export scheme

BG’s takeover offer for Origin Energy
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Arrow-Shell deal benchmark more appropriate

• Arrow-Shell transaction provides a more appropriate guide for the 
value of pure domestic CSG reserves

– Shell paid $435 million for a direct interest in Arrow’s CSG tenements

– Price attributed to CSG (3P reserves) on its own was $0.52/GJ 

• The two transactions benchmark at around $0.50 - $0.70/GJ

Appropriate benchmark $0.50 - $0.70/GJ 

BG’s takeover offer for Origin Energy
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BG’s proposal to Origin

• On 28 May 2008, Origin agreed that a revised BG proposal at $15.50 

per share should be put to Origin shareholders

• Origin then withdrew support citing:

– Santos-Petronas impact on value of the company’s CSG reserves

– A new reserves report (which had been received and considered by Origin 

prior to the 28 May 2008 confirmation)

BG’s takeover offer for Origin Energy

Reasons cited by Origin for withdrawing support 
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CSG reserves growth
BG’s takeover offer for Origin Energy

• Reserves as at May 15, 2008 

• Has there been a change in the 
methodology for calculating reserves?

• How much of the reserves uplift has 
come from drilling activity?

• Where have the wells been drilled?

+121%5,544 PJ10,122 3P

+91%2,245 PJ4,7152P

+20%223 PJ1,330 1P

Increase from 1st Jul 2007 Reserves (PJ)

Financial Year

May 15 report

May 7 guidance

Feb guidance 
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Post BG offer

2P reserves (PJ)

Step Change in reserves not accompanied by step up in actual Origin E&A drilling
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530PJ *131PJReserves added per operated well

131PJ

31.8

4,162PJ

QGC

299PJReserves added per well 

18.6Net wells

5,544PJ3P Reserve Adds

ORIGIN

Not possible to add 530PJ per CSG exploration and appraisal well

* Origin wells operated by QGC (9.1 net) and Santos (1.7 net) assumed to add 131 PJ each
Reserves as at June 2008 versus June/July 2007
E&A wells drilled from July 2007 to March 2008 (inclusive)
Net wells reflects equity interest in each well

Implied 3P reserves added per E&A well
BG’s takeover offer for Origin Energy
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BG’s takeover offer for Origin Energy

Competitors’ drilling density

Significant time and effort needed for Origin to reduce reserves risk 

% of Total acreage with wells

Origin’s drilling density is significantly lower than its peers
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Reversion rights

• Derived from acquisition by Origin in 2002

• Reversionary interest is 45% of the interest acquired in certain tenements

• Costs being carried now and no payment to Origin on reversion

• Only really brought to light following BG’s announcement on 30 May 2008

• BG is of the view that:

– If reversion is not triggered it means payback is not reached

⇒ Affected “reserves” not economic and therefore not reserves

– If reversion does trigger

⇒ Potentially material since affects a third of reserves

Greater clarity needed on reversion rights

BG’s takeover offer for Origin Energy
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Summary on reserves

BG has concluded that:

• 70% of reserves added due to changes in estimating methodology

• Insufficient wells drilled to support reserves step-change

• Significant reserve increase attributed to Origin operated blocks which 
lack support from appraisal drilling or production testing

• Substantial capital, human and equipment resources needed to prove 
up reserves

• Greater clarity needed on reversion rights and their impact on value

BG’s takeover offer for Origin Energy

Full disclosure of step change in reserves needed
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The JV alternatives

Origin is attempting to create an export JV, involving sale
of upstream assets

• Origin lacks existing LNG scheme, down the queue at Gladstone

• Highly capital intensive, very long-term

• Origin lacks skills and experience

• Does Origin’s balance sheet have sufficient capacity?

• Partner does not guarantee economic outcome

BG’s takeover offer for Origin Energy

Alternative carries substantial risk; BG offer is certain premium
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Reserves for the JV alternatives

• Origin must first satisfy its domestic needs which BG estimates at 
more than 3000PJ from CSG

• Selling reserves now increases the economic risks to its existing 
investments and businesses 

• Need to take account of reversionary interests

• Establish 1P and 2P reserves for LNG financing & sales contracts
before Final Investment Decision

BG’s takeover offer for Origin Energy

Today, Origin has insufficient reserves for an LNG scheme

Origin currently has insufficient 1P reserves to underpin an LNG project
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Project implementation

Commercialising Origin’s reserves involves significant project risk

• Implementing large scale projects is not straightforward

• Major uncertainties: cost growth and schedule delays

• Significant investment required: first revenues unlikely before 2015/16

• Slippage of 2 - 3 years can destroy 20 - 30% of NPV

BG’s takeover offer for Origin Energy

LNG projects bring major risks
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Markets

Access and speed to market will be crucial to realising value

• Significant supply-demand balance uncertainties 

• Significant pricing and economic uncertainties

• CSG is an unproven supply source

• Customers for LNG require security of supply

• BG flexible portfolio critical to managing CSG supply risks

• Speed to market is a critical economic driver

• Origin will face major risks in delivering a timely LNG project

BG’s takeover offer for Origin Energy

Significant uncertainties 
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Key Messages

BG’s views can be summarised:

• BG’s cash offer of $15.50/share represents full and fair value 

• BG’s offer has valued Origin at a premium to relevant indices

• Origin’s suggestion of $16bn for its CSG fundamentally overstates value

• The Santos / Petronas deal does not provide an appropriate valuation metric

• Step-change in reserves seems driven by new estimating methodology

• Insufficient wells drilled to give confidence in the reserves step-change

• JV alternative is undefined, lags competitors and carries substantial risk 

• Today, Origin doesn’t have the reserves to underpin its LNG alternative

BG’s takeover offer for Origin Energy

BG’s cash offer of $15.50/share represents full and fair value
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