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DISCLAIMER

Disclaimer

This document (the “Document’) has been prepared by
Arthur D. Litle (“ADL"). It is intended solely for the internal
use of the designated recipient(s).

It does not constitute, and should not be construed as,
legal, financial, investment, tax, accounting, or other
regulated advice in any jurisdiction, including without
limitation Australia, New Zealand, the United States, or
the United Kingdom.

The contents of this Document are confidential,
proprietary, and subject to the terms of any applicable
non-disclosure or engagement agreement between ADL
and the recipient or its affiliates.

1. Purpose and Scope

e The Document is intended solely for the designated
recipient(s) and may not be used or relied upon for
any other purpose.

e It does not consider the specific objectives,
commercial situation, legal or regulatory status, or
needs of any person or entity.

e Nothing herein creates any advisory, fiduciary,
client, or agency relationship between ADL (or any
of its affiliates) and any third party.

2. Sources, Assumptions, and Verification

e The information contained herein is based on data
and sources believed to be accurate and reliable,
including public records, third-party content, and
interviews with market participants.

e ADL has not independently verified the accuracy or
completeness of such data, and makes no
representation, warranty, or undertaking (express
or implied) regarding the accuracy, adequacy,
Timelines, reliability, completeness, or fitness for
purpose of any part of the Document.

e Any assumptions, modelling, or illustrative analy sis
used herein are for explanatory purposes only and
are not predictive or determinative.

. Forward-Looking Statements and Scenario

Analysis

e The Document may include forward-looking
statements, estimates, scenarios, projections,
sensitivity analyses, or indicative outcomes that are
inherently uncertain and involve subjective
judgment.

e These statements reflect current views as of the
date of publication only, are not intended to predict
or guarantee future events or performance and
should not be relied upon as such.

e Actual results may differ materially due to a wide
range of economic, market, operational, legal, and
regulatory factors.

. No Offer, Recommendation, or Endorsement

This Document does not constitute, and should not be
interpreted as:

e An offer, invitation, solicitation, or inducement to
buy or sell any securities or financial instruments;

e A recommendation or endorsement of any
investment, strategy, technology, entity, sector,
jurisdiction, or market participant;

e An invitation or recommendation to make or refrain
from making any business or commercial decision.

. Limitations on Use and Distribution

e This Document is intended only for internal use by
the recipient and must not be copied, reproduced,
disseminated, quoted, or referred to (in whole or in
part) in any communication or published medium
without the prior written consent of ADL.

e Any unauthorized use, disclosure, or distribution
may be unlawful and is strictly prohibited.

. No Liability and Indemnification

e To the fullest extent permitted by applicable law,
ADL, its partners, directors, employees,
contractors, and affiliates disclaim all liability

(including negligence) for any loss, damage, cost,
or expense (including but not limited to direct,
indirect, incidental, special, punitive, or
consequential loss, loss of data, profit, opportunity,
goodwill, or anticipated savings) arising out of or in
connection with:

— The use of or reliance upon the Document
orits contents;

— Any errors, omissions, or inaccuracies in the
data or analysis provided;

— Any action or decision taken (or not taken) in
reliance upon the Document.

The recipient agrees to indemnify, defend, and hold
harmless ADL and its affiliates from and against all
claims, liabilities, losses, damages, costs, and
expenses (including legal fees on a full indemnity
basis) arising from or in connection with any
unauthorized use or reliance on this Document,
except to the extent caused solely by ADL’s gross
negligence or willful misconduct.

7. Intellectual Property and Confidentiality

All material, content, charts, models, frameworks,
and intellectual property contained in this
Document remain the exclusive property of ADL or
its licensors, unless otherwise stated.

The recipient agrees to treat the Document and its
contents as confidential, and to maintain
appropriate safeguards to protect it from
unauthorized disclosure.

8. Jurisdictional Disclaimers

Nothing in this Document constitutes an offer of
services or securities in any jurisdiction where such
offer is unlawful or unauthorized.

ADL does hold an Australian Financial Services
License (AFSL) and does provide financial product
advice as defined under the Corporations Act 2001
(Cth).

e In the United States, this Documentis intended for
institutional or sophisticated clients only and is not
a solicitation to the public.

e In the United Kingdom, this Document is directed
only at persons having professional experience in
matters relating to investments under Article 19 of
the Financial Services and Markets Act2000
(Financial Promotion) Order 2005.

¢ In New Zealand, this Document is not a regulated

financial product or service and is provided solely
for general information purposes.

. Acceptance of Terms

e By accessing, reviewing, or using this Document,
the recipient acknowledges and agrees to be
bound by the above terms, including the limitations
of liability, use, and confidentiality. If the recipient
does not accept these terms, they must refrain
from using the Document and destroy all copies in
their possession.
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Context

A

Future Group commissioned this report to assess the economic impact of different policy options for increasing Australia's
revenue from its gas endowment. The analysis covers: the revenue different tax structures could generate; their impact on
existing and future LNG projects; implications for Australia's trading relationships; and the effect on domestic gas and
wholesale electricity prices. It also provides a high-level assessment of potential energy bill relief for households and
commercial and industrial users.

The study draws on a combination of publicly and privately available information. The modelling methodology was peer-
reviewed by more than 20 industry experts, including current and former senior energy executives, investment banking
executives, debt providers to the LNG sector, government investment specialists, senior gas analysts, energy market
bodies, public policy think tanks, trade experts from Japan and Korea, and former senior government officials.
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Australia captures less resource rent than peer exporters, indicating a structural

policy gap

Effective resource rent capture rate by major LNG/petroleum exporting states, %,
(excluding equity return)
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(resource rent (oil sands) (CIT + royalties,  (North Sea (petroleum
only, FY2025) excl. NOC) levy regime) tax regime)

Total taxation rate of gas companies, Australia / United Kingdom comparison %,
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[ | Regular corporate income tax PRRT / special petroleum tax
Supplementary charge [ | Royalties & excise

Note: Left chart excludes equity return; Australia: PRRT revenues in gov budget: A$1.950bn (Federal budget 2025, historic), Royalties: A$2.5bn (2025 Parliamentary Budget office), Export revenues 2025: A$65bn (DISR,
2025), 19% effective CIT rate by Wood Mackenzie : Qatar excludes state equity participation (QatarEnergy), which represents a majority of govemment take. All A$ real 2025. Canada: Royalties range from 5-30% depending

on state (estimates)

Sources: North Sea Transition Authority, Wood Mackenzie, AEP Industry Report FY2025; Norwegian Petroleum Directorate 2024; Australian Institute, Australian Federal Budget 2024-25, Arthur D. Little
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A broad-base levy would maximise government revenue compared to other options

10-year levy revenue by design scenario (A$bn/10yr)
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Broad-based levy: Applied across LNG export Prospective levy: Applied primarily to Windfall Ievy:.Applled when export netback
spot/uncontracted or newly exposed export exceeds a defined threshold (A$8.5/GJ
revenue base .
volumes assumption)

Note: The estimated A$17bn revenue from the broad-based tax is based on current export volumes and was advertised as an upper bound (up to).
Sources: Arthur D. Little scenario modelling; ACCC Gas Inquiry 2024; AEMO GSOO 2024, LSEG (Refinitiv) 5
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An export focused levy would place downward pressure on Australian prices by making
it more profitable for gas companies to sell to Australian buyers at a lower price

LNG export realized price composition at 25% broad-base levy, A$/GJ (2027 central price scenario)
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» The 25% levy could reduce the producers’ realised retum from A$14.0 to A$10.5/GJ, below current East coast domestic prices.

» When the opportunity cost of exporting falls below domestic price, domestic supply competition increases and the benchmark softens.
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A levy would put pressure on domestic price while conserving healthy returns for
existing legacy projects, reducing IRR by 1-2% points
LNG netback decomposition at 25% broad-base levy, A%/GJ (2027 central price scenario)
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Margins are impacted but still healthy for

acts here existing Legacy LNG projects
v m
» For legacy LNG projects (largely depreciated), » Brownfield and greenfield projects in the pipeline exhibit a wide range of IRRs, with many not considered
the impact on overall project economics is commercially viable even in the absence of additional levies. For those brownfield projects that are commercially
expected to be limited, with an estimated 1-2 viable without the levy but risk becoming unviable with it, the Government could consider targeted policy
percentage point reduction in IRR. considerations where the project is deemed to be in the national interest.

Note: The theoretical domestic gas price would vary depending on market conditions and the extent to which the 25% levy (A$3.5/GJ)is passed through to domestic prices
Sources: LSEG JKM forward curve, ACCC, GSOO, Arthur D. Little
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An export levy of 25% would redirect uncontracted export volumes to the domestic

market, this would be significant enough to reduce prices in the local market but not
material enough to impact trade partners

Gas Exports vs domestic volumes change, ‘000s PJ/y (2025)

4.5
r 2% —
Excess gas % ////
exported to
global "spot 27%
market"

Expected change with 25%
export tax

“7 Leftover gas sold on
lucrative short-term global
spot market instead of
to Australians

M Gas required to meet long-term export contracts
B Domestic Gas

Gas Exports Gas Used by Australians

Note: Whilst an export tax is assumed not to increase domestic supply overall, to the extent that there is a positive spread between the domestic price and the post-tax netback price, it creates an
economic incentive for producers to divert marginal supply to the domestic market. The incremental supply should put downward pressure on Domestic Prices.
Source: The Australia Institute, IEEFA (2025), AEMO (2025), ACCC (2025)
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A 25% levy would put downward pressure on domestic energy prices reducing
wholesale electricity prices by up to 15%

Gas and electricity price and bill impact, A%/GJ average over 10y, AYMWh, cumulative over 10y

Reduces gas marginal
cost of electricity

Average over 10y up to 15% wholesale electricity price reduction

| |
! !

Households Households
A%$1.6-2.0bn A%$4.5-5.0bn
Bill relief
Cumulative over 10y
Commercials and industrials Commercials and industrials
A$9.2-9.6bn A$3.3-3.7bn

Total impact
Cumulative over 10y A$10.8-11.6bn A$7.8-8.7bn

Total: up to A$18.6b - 20.3b

Notes: Wholesale price reduction results in a lower overall energy prices for domestic users; A drop in wholesale electricity prices would flow through to retail customers, but the pass-
through depends on contracts, regulation, and the cost structure of retail bills.
Source: AEMO, ABS, ACCC, LSEG JKM forward curve, Arthur D. Little 9
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For more information

Chirstina Hobbs

Future Group

General Manager

christina.hobbs@futuregroup.com.au

Franco Santucci
Arthur D. Little Australia
Senior Partner Australia

santucci.franco@adlittle.com
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