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12 March 2020 

CHIEF EXECUTIVE OFFICER’S LETTER TO SHAREHOLDERS 

Dear Shareholders 

As you are no doubt aware, global markets have fallen significantly in recent weeks reflecting 

continued economic uncertainty around the spread of the Covid-19 coronavirus.  More recently 

this week we have seen a further and dramatic fall in the oil price which appears to be driven 

by changing supply strategies from OPEC producers.  

I want to assure you that the Board and Management of Central Petroleum Limited (ASX:CTP) 

(“Company” or “Central”) have worked hard over recent years to build a strong and resilient 

base which allows us to better navigate these volatile market conditions.  I’d like to highlight a 

few reasons why this is the case:   

Small direct exposure to global oil prices:  Following commencement of the Northern Gas 

Pipeline last year, Central now generates almost all of its revenue from domestic gas sales. 

For the six months to 31 December 2019, oil contributed less than 11% to our total revenues. 

Additionally, none of our domestic gas sales are linked to oil prices or related indices.  

Limited exposure to lower spot gas prices:  The domestic spot gas market is influenced by 

global oil prices, notably through the global LNG market which tends to be highly correlated 

through long-term oil-linked contracts. Not surprisingly, the domestic spot gas market has 

been very weak since the start of the year and will likely remain weak for the near future given 

the recent fall in oil prices.   

Central mitigates its exposure to volatility in domestic spot gas prices through the use of long-

term, fixed price contracts with take-or-pay provisions. This essentially locks in the price for a 

minimum volume of sales, creating a floor for our cash flow. Currently, Central has about 10 PJ 

pa of its gas production contracted, with about 85% of those volumes subject to take-or-pay 

provisions. The remaining terms for these contracts are generally in the order of 3 to 10 years. 

This provides a solid floor for our cash flow, even in times of significant market volatility.  
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Recent mitigations:  We have recently implemented the following actions which will assist 

the Company in navigating the current choppy market conditions:      

• Successfully executed and commenced a major new fixed-price gas sales agreement 

with AGL for firm gas production from 2020 through 2022;   

• Extended our finance facility by 12 months to September 2021, significantly reducing 

financing risk. Importantly, our extended debt facility is very efficiently priced and tied 

to the BBSY rate so recent falls in interest rates will translate into lower interest costs; 

and 

• Accelerated debt repayments, facilitating debt reduction from $94 million in early 2019 

to $72 million currently and $62 million by September 2021. This debt reduction results 

in significantly lower interest costs.  

Since commissioning additional production capacity in early 2019, Central has focussed on 

cost-efficient operations and we continue with cost-reduction initiatives to minimise overhead 

and operating costs across the business.  

Impact on growth strategies: Our growth strategy is both bold and significant, with a CY2020 

exploration programme and the Range Gas Project progressing toward a final investment 

decision. In addition, we are continuing to push hard for a forward plan to complete the Dukas 

exploration programme in 2021.  

The funding plan for these activities continues to be primarily through free-cash flow and a 

farmout of certain assets. We remain committed to implementing our growth strategy, however 

we have the flexibility to adjust the timing of these activities, if necessary, to ride out an 

extended downturn in energy market conditions. 

In summary, we have built a strong and resilient base. Our Board and management team have 

experienced market downturns before and will draw on their collective experience to guide 

Central through the current turbulence. I do not believe that the current market dynamics are 

sustainable over the long-term, and with prudent financial management we intend to balance 

challenging market conditions with our significant growth opportunities. 

I appreciate your continued support and remain confident in realising the potential that our 

investors have long recognised in Central. 

Yours faithfully 

Leon Devaney 
Managing Director and Chief Executive Officer 
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This ASX announcement was approved and authorised for release by Leon Devaney, Managing 

Director and Chief Executive Officer. 

 

 
General Legal Disclaimer and Explanation of Terms: 
 
This document is for information purposes only and is not investment or financial product advice nor intended for 
prospective investors and does not purport to provide all of the information an interested party may require in order to 
investigate the affairs of Central Petroleum Limited (“Company”). This document has been prepared without taking into 
account the investment objectives, financial situation or particular needs of any particular person. The data, information, 
opinions and conclusions (“Information”) herein are subject to change without notice. 
 
No representation or warranty, express or implied, is made as to the fairness, accuracy, completeness, correctness, 
likelihood of achievement or reasonableness of the Information contained in this document. To the maximum extent 
permitted by law, none of the Company or its agents, directors, officers, employees, advisors and consultants, nor any 
other person, accepts any liability, including, without limitation, any liability arising out of fault or negligence for any loss 
arising from the use of the Information contained in this document. 
 
This document may contain forward-looking statements which include (but are not limited to) forecasts, prospects or 
returns. Forward looking statements are only predictions and are subject to risks, uncertainties and assumptions which 
may be outside the control of the Company and could cause actual results to differ from these statements. These risks, 
uncertainties and assumptions include (but are not limited to) funding, exploration, commodity prices, currency 
fluctuations, economic and financial market conditions, environmental risks, legislative or fiscal developments, political 
risks, project delay, approvals, cost estimates and other risk factors described from time-to-time in the Company's filings 
with the ASX. Actual facts, matters or circumstances may be different to those expressed or implied in this document. 
Given these uncertainties, readers are cautioned not to place reliance on forward looking statements. Subject to any 
continuing obligations under applicable law and the ASX Listing Rules, the Company and its agents, directors, officers, 
employees, advisors and consultants, nor any other person, do not undertake any obligation to update or revise any 
Information or any of the forward looking statements in this document. Sentences and phrases are forward looking 
statements when they include any tense from present to future or similar inflection words, such as (but not limited to) 
"believe", "understand", "estimate", "anticipate", "plan", "predict", target”, "may", "hope", "can", "will", "should", 
"expect", "intend", “projects”, "is designed to", "with the intent", "potential", the negative of these words or such other 
variations thereon or comparable terminology or similar expressions of the future which may indicate a forward looking 
statement or conditional verbs such as "will", "should", "would", "may", “can” and "could" are generally forward-looking 
in nature and not historical facts. 
 
No right of the Company or its subsidiaries shall be waived arising out of this document. All rights are reserved. 
 

 


