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Nexus Energy Limited recently announced that ichea agreement on the
conditional sale of a 50% interest in the Longtoas groject for A$155
million. Why are you selling the stake and why gal choose Longtom as
the asset to sell?

MD lan Tchacos

Our funding alternatives were pretty obvious. Thegre either asset sales,
equity or, in this environment, high cost financinVe explored the other
options, but we determined that an asset sale ladogical step forward,
providing we could get a fair price. When you camgpLongtom and Crux,
Longtom is coming into production and its valuefasly well defined. The
range of reserves basically determines the valusmo§tom, particularly when
its production has been sold forward at a predetemungas price. It's a
straight forward asset to value.

We felt that for a project in pre-production, wedhachieved a sensible market
value. When you compare it to Crux, we believerdisea lot more value
upside that can be added to Crux in the longer.term

corporatefile.com.au
Why did the asset/funding process take so long? at\Wither options for
funding were considered? Does this mean Nexuswildo an equity raising?

MD lan Tchacos

The process started with us negotiating for the sdl an interest in Crux

following the last minute withdrawal of a purchaser an interest at the time
that the global financial crisis became evidentowdver, we realised that in
the current financial conditions, it's not the itieme to be selling a share of a
substantial project in the early stage of develamme



We started looking at other ways of funding oungdtions. An equity raising

was one consideration, however our preference éas to avoid raising equity
while trading at such low share prices. What engefiappening is that, as we
progressed the development of Longtom, a rangeauties came to us wanting
to purchase Longtom and we decided it was the tbefieon to negotiate its

part sale. Several parties actually wanted telpse 100% of Longtom, but
by selling 50% we get the funding we require ars aktain a 50% ownership
of the asset.

corporatefile.com.au
What are the conditions attached to the sale? Vdbeyou expect the sale to
be finalised?

MD lan Tchacos

The terms of the sale include a A$35 million depostilisable by Nexus
immediately, with an additional A$120 million paymeupon completion in
September. The sale is conditional on necessaylawry approvals being
obtained, the approval of our financiers, the caheé Santos, completion of
the Longtom project construction by Nexus and stti@ AED also obtaining
finance. These conditions are expected to be yneti-September.
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How much of the upside value in Longtom have yoenb®rced to give away?
Did you get a full price? Where does Longtom sit tbe valuation table
relative to Nexus’ interest in the Crux liquids jet (Nexus: 85%)7?

MD lan Tchacos

The value of an asset like Longtom at its stagdesfelopment is determined
by the range of its 1P (proven) and 2P (proven phabable) reserves. We
received a price roughly in the middle of that rang

In relation to the valuations that we consider appate for Longtom versus

our interest in Crux, in our view the value potehtf Crux is approximately

three to four times the value potential of Longtornihe difference is that

Longtom’s value has been crystallised by takingasset through development
and is realisable now. The Crux value is goinpearealised over time. This
is consistent with our strategy of picking up assetd taking them through the
development cycle with as much equity as we catil aptimal value can be

realised.

corporatefile.com.au
Can you give an operating update on Longtom?

MD lan Tchacos

We expect to complete the Longtom gas project aglovet first gas in the

short term.  The offshore pipeline has been laid ae've also laid an

umbilical which enables the Longtom wells to betoolited from the onshore

Orbost plant. We’'re currently connecting up aél thfrastructure facilities and
expect that we’ll be able to deliver gas into thent®s system at Patricia
Baleen in July.
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Clearly, part of the strategy has been to proteetvilue of Crux by not selling
that asset. Why is Crux so important for Nex\&Phat is the strategy to add
value?

MD lan Tchacos

Crux is a major Australian hydrocarbon asset witBPareserve now of 75
million barrels and, since our participation in theccessful Libra exploration
well in the adjoining permit, an appraisal tremtending in to the AC/L9

licence that contains Crux has been establishedhis $tructural trend is

supported by very strong seismic evidence thatgtee bearing reservoirs at
Libra extend into our permit. This is likely toeydl substantial additional
resources and with further drilling could potenyiaouble the size of Crux.

There are not many hundred million barrel lightaeposits offshore Australia
with premium quality reservoirs and we are exctiedhold an 85% interest in
AC/L9.

If we were to go out and sell a large proportiorCofix below its value, then
we would have done a particularly poor job for shareholders. If we can
create a stable financial foundation for the Comyplaom which we can give
ourselves time to sell part of Crux to the righyéuat the right price, | expect
that we'll deliver a lot of the Crux asset’s valpatential and then we’ll deliver
the remainder of the value when Crux comes intalgction.
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Can you outline where you will allocate the funasiyexpect to receive from
the 50% sale of Longtom? For how long will thanduthe Company? What
will be the funding options for Nexus beyond thatipd?

MD lan Tchacos

Of the A$155 million we expect to receive from sae of 50% of Longtom,
A$80 million will be used to retire half of our Lgtom project debt facility.
We expect the full A$160 million facility to be dva by project start-up,
hence this transaction will reduce our project dialoflity to A$80 million.
After paying some associated expenses we expekbave surplus funds of
approximately A$65 million from this sale. This @& million includes the
A$35 million deposit received last week.

We stated in our recent ASX release that this wdlédund us well into 2010.
Some of the funds will go into remaining paymentslang lead items for the
Crux project. If we were not to proceed with therCliquids project, then we
would have the opportunity to sell those long lgadhs, but | think that's a
pretty unlikely event.

My expectation is that additional funding will corfrem a part sale of Crux at
the appropriate time. The important thing is tatre giving ourselves time to
negotiate a favourable Crux partial sale from aitjpws of financial stability
following this Longtom transaction.

corporatefile.com.au
Can you give more detail on the recent interndtueturing?



MD lan Tchacos

We have had to reduced our staff numbers. We plarening to have about
140 people onboard to be able to take Crux forvearabout this point in time
and now we have around 70. Obviously we're dglivering a major project
in Longtom which keeps our staff numbers at ayairgh level.
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Can you summarise the revised corporate strategydrus?

MD lan Tchacos

Our corporate objective has been to get oursehmesa strong stable financial
position from which to operate. We want the Conypmbe underpinned by
strong cash flow from Longtom. | think Longtomresally a demonstration of
the company strategy, taking an asset from theoexiibn phase through
development and into first production.

When the oil price collapsed, we reduced the padexpenditure. The sale of
Longtom buys us significant optionality - if finaat markets don’t recover
and if we don’t see continued strengthening ofdihgrice we can withstand
an extended market downturn without a need toassléts. We talked earlier
about the sale of Crux at the right price. It'’saout putting ourselves in a
stable financial position to be able to deal witlwxCin the right way. We also
plan to go back to our farm-out strategy to offisgit and attract capital. For
example, when we look at taking forward a projéat the appraisal of Echuca
Shoals we expect to fund that via a farm-out.

This sort of environment is well suited to the widmat we originally built
Nexus, by getting in early, taking substantial poss, bringing partners in and
having them fund our way forward. | think one isghat has been lost on the
market, because we’ve spent the last year gettiegCrux liquids project in a
position of development, are our alternative dewelent options. A lot of
people have thought if Nexus doesn’t develop Crepadiquids project, they
have lost all the value of the liquids - but it ¢tdoe further from the truth.

We have contractual agreement with Shell which kesablexus to take an
alternative position where we don't develop theiilii project, in which case
Nexus would retain the rights to all liquids thaayybe recovered in the future
by any gas project that's initiated by Shell foe trux asset. This alternative
development option has become more attractiveeagdh and liquids resource
potential around Crux has increased. We partieghan the successful Libra
discovery last year and what we see now in thegaustructure really excites
us in terms of the overall reserve potential of gneater Crux area. It builds
our confidence in the likelihood that if we didd&velop a liquids project, that
a gas resource of that scale in high quality reseswith liquids and relatively

low CO; is likely to be a commercially viable LNG project.
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Can you give us some background on your new Boaethimer, Michael
Arnett?

MD lan Tchacos
Michael became known to us during the proposed endrgtween Anzon and
Nexus.



Michael was the Chairman of Anzon Energy Limited,abviously we got to
know him on the other side of the table. He haseswary good qualifications
for board membership and he will in particular fudn important role for
Nexus. Michael was a former partner and is culyemtconsultant to the law
firm Deacons practicing specifically in the oil agds sector. He brings a
wealth of valuable legal and commercial experierssel gives us the
opportunity to increase our board from four backte members.
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What are the major priorities for the remaindethaf year?

MD lan Tchacos

The priorities are to commence production fromlibagtom field and finalise
the sale to AED. We will also continue our dis¢oss with a range of parties
interested in Crux who have shown strong appetitar interest in the project.
We also plan to continue to work on Echuca Shodls avview to farming that
out prior to drilling the next appraisal well. Eaa Shoals provides a very
attractive opportunity to gain access to a potéptlarge gas resource which
could in turn become the third commercial projemt Nexus. Despite the
tough time we have had over the last 8 months éibatate repositioning of
the company has presented the opportunity for mifgignt rebuilding phase
with the majority of our asset base in tact - lided the future for Nexus is
very bright indeed!
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Thank you lan.

For more information about NXS, visdww.nxs.com.awr call lan Tchacos
on (+61 3) 9660 2500

To receive future Open Briefings by e-mail, visitvw.corporatefile.com.au
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