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 Mature gas markets require 
physical underground gas 
storage (UGS) facilities to 
balance supply and demand

 These facilities typically use 
depleted natural gas reservoirs, 
but can also use salt caverns, 
aquifers, etc

 From a technical perspective, 
few reservoirs are suitable for 
UGS

 Offshore depleted reservoirs 
have generally not been 
economically suitable for 
storage

What is gas storage?

Adelaide Energy’s 100% owned depleted 
reservoirs in the Otway Basin are assessed to 
be technically suitable for UGS
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Australia – an immature gas storage market
 Australia has historically matched gas 

supply and demand through:
 Very flexible gas supply contracts

 Producer owned storage (e.g. In the Cooper 
Basin)

 Gas having a small share of electricity 
generation markets

 Gas pipeline delivery flexibility

 More mature gas markets, such as in 
North America and Europe, have UGS 
facilities that can support a considerably 
higher proportion of demand than is the 
case in Australia

 Australian energy markets are developing 
supply and demand characteristics that 
will require more UGS

 Gas exporting nations, such as Russia and 
Canada, typically have large UGS 
capabilities Map source: BPT
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Changing market dynamics

Less flexible conventional reservoirs

CSG production cannot readily be shut in

More unconventional gas to come

Gas supply contracts with reduced “swing”

LNG plants will require commissioning, 
maintenance, etc

Electricity markets with higher 
wind/solar (interruptible) penetration –
gas-fired must cover

Increasingly “peaky” gas demand (e.g. 
from air conditioning) requires gas-fired 
back-up

Gas supply Gas demand

Need 
for 

UGS
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Some UGS deals

Deal Comments

AGL takeover of 
Mosaic Oil

• “The underpinning rationale for this investment is the creation of a gas 
storage business” (Michael Fraser, AGL MD, July 2010)

Contact Energy 
buys partially 
depleted reservoir

• Origin Energy controlled New Zealand company Contact Energy acquired a 
partially depleted gas reservoir for conversion into a gas storage facility from 
Swift Energy in 2009 for NZ$54M

Roc Oil’s UK 
depleted gas 
reservoir

• In 2004, Roc Oil sold a late life gas asset in England for $111M - to a 
German/Russian group who intended to convert the field to a gas storage 
facility

Origin Energy’s 
acquisition of late 
life Otway Basin 
assets from Santos

• “In addition to the value associated with the production and exploration 
acreage, Origin Energy attributes value to the potential of the depleted fields 
in the area to be used for gas storage operations” (ORG ASX, July 2004)

TXU’s purchase of 
gas storage 
development 
rights

• TXU (now TRUe) acquired the depleted reservoirs that are now the Western 
Underground Storage (WUGS) facility from the State of Victoria in 2008 for 
$58M
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 ADE has recently been granted 
Australia’s first gas storage retention 
lease (GSRL 27) 

 The lease covers the same area as 
ADE’s gas production & retention 
leases in the Otway Basin

 These reservoirs are connected to 
the national pipeline grid

 ADE is in discussion with a number 
of parties over UGS 
commercialisation options for these 
depleted reservoirs

 GSRL 27 provides ADE with absolute 
legal certainty over its ability to 
“deal” with these reservoirs

ADE’s gas storage asset

~77 BCF has been produced from the 
reservoirs in GSRL 27
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Disclaimer
 This presentation does not constitute investment advice.  Neither this 

presentation nor the information contained in it constitutes an offer, invitation, 
solicitation or recommendation in relation to the purchase or sale of shares in 
any jurisdiction.

 This presentation contains forward looking statements that are subject to risk 
factors associated with oil and gas businesses.

 It is believed that the expectations reflected in these statements are reasonable 
but they may be affected by a variety of variables and changes in underlying 
assumptions which could cause actual results or trends to differ materially, 
including, but not limited to: price fluctuations, acutal demand, currency 
fluctuations, drilling and production results, reserve estimates, loss of market, 
industry competition, environmental risks, physical risks, legislative, fiscal and 
regulatory developments, economic and financial market conditions, political 
risks, project delays or advancements, approvals and cost estimates.

 All references to dollars, cents or $ in this presentation are to Australian 
currency, unless otherwise stated.
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