3D Oil Limited
ACN 105 597 279

Target's Statement

The Directors of 3D Oil unanimously recommend that you

REJECT
the Drillsearch Offer

THIS IS AN IMPORTANT DOCUMENT AND REQUIRES YOUR IMMEDIATE ATTENTION. IF YOU ARE IN ANY DOUBT AS TO
HOW TO ACT, YOU SHOULD CONSULT YOUR FINANCIAL OR LEGAL ADVISER AS SOON AS POSSIBLE.

Financial Adviser

Legal Adviser

Important Information
This Target's Statement is issued by 3D Oil in response to the Bidder’s Statement dated 25 March 2009 issued by
Drillsearch.
You should read this Target's Statement in its entirety.
This Target's Statement is dated 27 March 2009. A copy of this Target's Statement was lodged with ASIC on 27
March 2009. Neither ASIC nor any of its officers take any responsibility for the contents of this Target’s
Statement.
A number of defined terms are used in this Target’s Statement. These terms are explained in section 7 along with
certain rules of interpretation which apply to this Target’s Statement.
Assets depicted in this Target's Statement are not assets of 3D Oil.
No Account of Personal Circumstances
This Target’s Statement does not take into account the investment objectives, financial situation or particular
needs of individual Shareholders. 3D Oil encourages you to seek independent financial and taxation advice
before making a decision whether or not to accept the Offer.
Forward Looking Statements
This Target’s Statement contains forward looking statements, which have not been based solely on historical
facts, but are rather based on 3D Oil's current expectations about future events. Such statements are subject to
inherent risks and uncertainties in that they may be affected by a variety of known and unknown risks, variables
and other factors many of which are beyond the control of 3D Oil. Actual events or results may differ materially
from the events or results expressed or implied in any forward looking statement.
None of 3D Oil, its officers or any person named in this Target’s Statement with their consent or any person
involved in the preparation of this Target’s Statement make any representation or warranty (express or implied) as
to the accuracy or likelihood of fulfilment of any forward looking statement, or any events or results expressed or
implied in any forward looking statement, except to the extent required by law. You are cautioned not to place
undue reliance on any such statement.
The forward looking statements in this Target’s Statement reflect views held only as at the date of this Target’s
Statement.
Further information
If Shareholders have any queries, they should contact 3D Oil on +61 3 9650 9866.
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How to reject the Offer

Your Directors recommend that you

REJECT
the Drillsearch Offer

To REJECT the Offer, simply
ignore all acceptance forms sent
to you by Drillsearch
If you have any questions, please call 3D Oil on +61 3 9650 9866.
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3D Oil Limited

Letter from the Chairman and Managing Director

Level 5, 164 Flinders Lane
Melbourne VIC 3000
Tel: +61 3 9650 9866
Fax: +61 3 9639 1960
www.3doil.com.au

27 March 2009
Dear 3D Oil Shareholder,
REJECT DRILLSEARCH’S INADEQUATE SHARE-BASED OFFER
You will have recently received from Drillsearch its unsolicited and conditional offer to acquire all of
your shares in 3D Oil. Drillsearch’s Offer Consideration solely comprises Drillsearch Shares – there is
no cash component.
Your Directors have considered the following key issues in forming their REJECT recommendation:


3D Oil has excellent future prospects. 3D Oil has a clear strategy to develop the valuable West
Seahorse oil field and selectively explore for additional oil and gas reserves in other areas. The
Company has recently increased its oil reserves, holds a significant cash balance relative to its
cash requirements and is well positioned to add real shareholder value in the years ahead.



The Offer fails to adequately compensate you for 3D Oil’s contribution to the oil reserves of
the proposed combined entity. 3D Oil Shareholders would own only 33% of the proposed
combined entity, but 3D Oil would contribute 67% of the combined 2P Reserves.



Shareholders should be concerned about Drillsearch’s future share price. Drillsearch has
lower oil reserves, significant cash commitments going forward, questionable production
economics and an unfocussed corporate strategy involving taking various interests in numerous
fields across Australia as well as a listed subsidiary in Canada.



The Offer materially undervalues your 3D Oil Shares. Based on the price of Drillsearch Shares
as at 26 March 2009, Drillsearch is attempting to acquire your 3D Oil Shares at a 24% discount to
the Volume Weighted Average Price of 3D Oil Shares since the initial Drillsearch approach was
made.



Drillsearch is not the right partner for 3D Oil. There are no material benefits from combining
the companies with very little overlap between the assets and operations.



Drillsearch’s Bidder’s Statement contains a number of inaccuracies and exaggerations.



The Offer is conditional and highly uncertain.



If you accept the Offer, you may have to pay Capital Gains Tax.

In essence your Board is of the view that you will be better off retaining your 3D Oil Shares
rather than exchanging them for Drillsearch Shares. Accordingly your Directors unanimously
recommend that Shareholders REJECT the Drillsearch Offer.
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This Target’s Statement, which we encourage you to read in its entirety, sets out the compelling
reasons for the recommendation of your Directors. To REJECT the Drillsearch Offer, you should
simply ignore all acceptance forms sent to you by Drillsearch. Your Directors intend to reject the
Drillsearch Offer for any of the Shares which they hold.
If you have any queries in relation to the Drillsearch Offer, please consult your own independent
professional adviser or contact 3D Oil on 03 9650 9866 within Australia, or +61 3 9650 9866 outside
Australia, between 9am and 5pm, Monday to Friday.
Yours sincerely

Campbell Horsfall
Chairman
3D Oil Limited
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Noel Newell
Managing Director
3D Oil Limited
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Section 1
Why You Should Reject
Drillsearch’s Offer
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Section 1: Why You Should Reject The Offer

1

3D Oil has excellent future prospects.

2

The Offer fails to adequately compensate you for
3D Oil’s contribution to the oil reserves of the
proposed combined entity.

3

You will not receive any cash if you accept the
Offer as Drillsearch is offering you its shares for
your 3D Oil Shares. You should be concerned
about Drillsearch’s future share price.

4

Your Directors believe the Offer undervalues your
3D Oil Shares.

5

There are limited benefits from a combination of
Drillsearch and 3D Oil.

6

Drillsearch is not the right partner.

7

Drillsearch’s Bidder’s Statement contains a number
of inaccuracies and exaggerations.

8

The Offer is conditional and highly uncertain. You
may have to pay Capital Gains Tax.
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1.

3D Oil has excellent future prospects.
Your Directors do not consider that the Drillsearch Offer adequately reflects 3D Oil’s strong
asset base and future growth potential.
3D Oil has a number of attractive and strategically significant assets, including:
Reserves
and
Contingent
Resources



3D Oil has significant oil reserves at its West Seahorse field. On 12 March
2009 (subsequent to the announcement of the Drillsearch Offer), 3D Oil
significantly increased its reserve and contingent resource estimates from
the previous estimates published in August 2008.



A summary of 3D Oil’s current estimated reserves and contingent
resources is shown in the following chart.

Reserves and Contingent Resources
(MMstb)
8.7
6.8
5.3
4.1

1P
Proved

2P
Proved +
Probable

3P
Proved +
Probable +
Possible

2P + Contingent
(P50)

Source: 3D Oil ASX release, 12 March 2009

Cash



3D Oil’s Board and Management consider that the Company has
sufficient cash reserves to fund its cash requirements into the foreseeable
future.

Exploration
leads and
prospects



3D Oil has a portfolio of over 20 quality leads and prospects in its two
permits, Vic/P57 in the Gippsland Basin offshore Victoria and T41/P in the
Bass Basin offshore Tasmania.



3D Oil’s 100% equity positions in these permits enable it to determine the
optimal realisation and development strategy for its assets, including the
flexibility to enter into mutually beneficial partnering arrangements, where
appropriate.

Tax credits



3D Oil has access to deferred tax assets of approximately $13m (as at 31
December 2008) which can be used in future for the benefit of 3D Oil
Shareholders.

Management



3D Oil has a small but highly experienced and dedicated team of
professionals committed to generating value for 3D Oil Shareholders.
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3D Oil is well placed to overcome the prevailing challenging market conditions and execute its
defined strategy to enhance the Company’s asset base and unlock the significant upside value
within 3D Oil. Consistent with the current market conditions and 3D Oil’s ongoing operating
philosophy, management is in strict cash conservation mode and will ensure that costs are
actively monitored and reduced where possible.
Management is currently investigating possible partners and farmout arrangements to
enhance value for all 3D Oil Shareholders on terms that the Board considers favourable. While
there can be no assurances that this may ultimately result in a transaction, Shareholders
should rest assured that 3D Oil is investigating various options to maximise Shareholder value
and the Board is confident of the future prospects of the Company.
With 100% equity ownership of its fields and significantly greater reserves than Drillsearch, 3D
Oil is relatively better placed to benefit from rising oil prices and is likely to have greater
leverage to improving oil prices than Drillsearch.
If you accept Drillsearch’s Offer you will be diluting your exposure to 3D Oil’s upside
potential.
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2.

Drillsearch’s Offer fails to adequately compensate you
for 3D Oil’s contribution to the oil reserves of the
proposed combined entity
Reserves upgrade
On 12 March 2009, 3D Oil announced an increase to its estimated oil and gas reserves and
contingent resources. 3D Oil’s updated estimate of its reserves and contingent resources is
provided in the chart below.

Reserves and Contingent Resources
(MMstb)

32%
increase

14%
increase
5.3

12%
increase

11%
increase
8.7

6.8

4.1

1P
Proved

2P
Proved +
Probable

Previous - August 2008

3P
Proved +
Probable +
Possible

2P + Contingent
(P50)

Upgrade - March 2009

Source: 3D Oil announcement, 12 March 2009

As Drillsearch’s Offer was made prior to this increase in reserves and contingent resources
the Offer does not compensate 3D Oil Shareholders for this increase in reserves and
contingent resources.
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Relative 2P Reserves
The chart below compares 3D Oil’s 2P Reserves with those of Drillsearch. 3D Oil has over
100% greater 2P Reserves than Drillsearch.
2P Reserves (MMboe)
5.3
2.6

3D Oil

Drillsearch

Source: 3D Oil ASX announcement, 12 March 2009; Drillsearch Bidder’s Statement, 6 March 2009, page 13

Relative contributions to the proposed merged entity
The Drillsearch Offer does not recognise 3D Oil’s contribution of 2P Reserves. 3D Oil
Shareholders are contributing 67% of combined 2P reserves, but are only being offered 33%
of the proposed combined entity.
3D Oil will contribute 67% to the
1
combined 2P Reserves…

Drillsearch
33%

3D Oil
67%

…but 3D Oil Shareholders will only
receive 33% ownership of the
2
merged group….

Drillsearch
67%

3D Oil
33%

Drillsearch’s Offer grossly undervalues the 2P Reserves contribution by 3D Oil.

1

Calculation based on 2P reserves for 3D Oil and Drillsearch of 5.3 MMboe and 2.6 MMboe respectively
Calculation based on 206,560,000 3D Oil Shares converted into Drillsearch Shares at the Offer Consideration of 4 Drillsearch
Shares for every 3D Oil Share on issue plus 1,668,431,160 outstanding Drillsearch Shares on issue as at 26 March 2009
2
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3.

You will not receive any cash if you accept the Offer as
Drillsearch is offering you its shares for your 3D Oil
Shares. You should be concerned about Drillsearch’s
future share price.
Offer Consideration – all shares, no cash
You will not receive any cash if you accept the Offer as Drillsearch’s Offer comprises entirely
Drillsearch Shares. Accordingly, the value of the consideration received by 3D Oil
Shareholders under the Drillsearch Offer is dependent on the future trading price of Drillsearch
Shares – and is therefore uncertain.
Share price performance
The chart below shows Drillsearch’s share price over the past 12 months.
0.08

Drillsearch share price (A$)

0.07

Great Artesian
merger completed
(12 August 2008)

0.06

As at 26 March 2009,
Drillsearch’s share price
has decreased by:
8

54% over the past 12
months

8

63% since completion
of the Great Artesian
merger on 12 August
2008

8

37% since 12 January
2009, the day that
Drillsearch disclosed a
19.9% interest in 3D Oil

0.05
0.04
0.03
0.02
0.01
0.00
Mar 08

May 08

Jul 08

Sep 08

Nov 08

Jan 09

Great Artesian shareholders have lost most of the value in their investment since that merger
took effect on 12 August 2008. There is a risk that 3D Oil Shareholders could suffer a similar
fate if they accept the Drillsearch Offer.
Aside from the general recent decline in Drillsearch’s share price, accepting 3D Oil
Shareholders could be exposed to further downward pressure with respect to the future
trading price of Drillsearch Shares resulting from:


Accepting 3D Oil Shareholders seeking to liquidate their holdings in Drillsearch following
closure of the Offer, thereby creating an overhang in Drillsearch Shares.



The possible sale of 47.9m Drillsearch Shares currently held in the name of Great
Artesian, a wholly owned subsidiary of Drillsearch. Prior to 12 August 2009, this position
must be unwound.



The forthcoming issue of a further 60 million Drillsearch Shares.

If Drillsearch is successful in acquiring 100% of 3D Oil the merged group will have
approximately 2.5 billion shares on issue with potential downward selling pressure.
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Liquidity considerations
3D Oil Shareholders should be concerned with the level of liquidity in Drillsearch Shares. 3D
Oil Shareholders who wish to liquidate their holdings in Drillsearch may not be able to sell into
a liquid market for these shares and therefore may not be able to achieve the value implied by
the Offer or may have to wait a significant time before doing so.
Drillsearch has, in the past, made a number of public statements in relation to the future
liquidity of Drillsearch Shares.
In relation to the Great Artesian merger…

In relation to the 3D Oil Offer…

April 2008

March 2009

3D Oil Shareholders “…will
immediately benefit from the
Merged Group by greater
liquidity to trade [their] shares.”

The merger of Drillsearch and
Great Artesian will lead to
“…increased stock liquidity,
institutional interest and better
access to funding.”
Source: Merger presentation, 18 April 2008

Source: Drillsearch Bidder’s Statement, page 1

Annualised turnover of Drillsearch Shares^
97%

21%

1 year prior to
Great Artesian merger **

Since Great Artesian
merger ***

Drillsearch has little basis
for these statements.
In fact, liquidity in Drillsearch
Shares has declined by 78%
since completion of the
merger with Great Artesian,
relative to pre-merger levels.
3D Oil considers Drillsearch’s
statements in relation to the
future liquidity of Drillsearch
Shares lack credibility.

Note: ^ Calculation based on the daily average number of shares traded during the period divided by the average
number of shares on issue during the period multiplied by 365 days. ** From 12 August 2007 to 11 August 2008;
*** From 12 August 2008 to 26 March 2009

In addition, liquidity in 3D Oil Shares has exceeded that of Drillsearch Shares by a factor of
3
approximately 4.2 times since completion of the Great Artesian merger. This calculation
takes into account the number of shares each company had on issue during the period.
As at the 6 March 2009, the date of Drillsearch’s Bidder’s Statement:


Drillsearch had approximately 1,668 million shares on issue.



3D Oil had approximately 207 million shares on issue, of which approximately 75 million
were subject to escrow (i.e. restricted from being traded).

3
Calculation based on the daily average number of shares traded between 12 August 2008 and 26 March 2009 divided by the
average number of shares available to be traded (i.e. excluding escrow shares) during the period multiplied by 365 days.
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4.

Your Directors believe the Offer undervalues your
3D Oil Shares.
Drillsearch is offering four Drillsearch Shares for each of your 3D Oil Shares. In the opinion of
3D Oil’s Board, the Offer undervalues your 3D Oil Shares.
As at 26 March 2009, Drillsearch Shares closed at 1.7 cents per share (cps), implying an
Offer price of 6.8 cps for your 3D Oil Shares. Since Drillsearch disclosed its interest in 3D Oil
on 12 January 2009, the Volume Weighted Average Price (VWAP) of 3D Oil Shares has been
9.0 cps. This implies that Drillsearch is attempting to acquire your 3D Oil Shares at a 24%
discount to this price.
Drillsearch’s Offer represents a significant discount to both the historical and current share
exchange ratio (SER) – the number of Drillsearch Shares per 3D Oil Share, as shown in the
chart below.

Share Exchange Ratio (SER)
5.29
4.40

Drillsearch offer
consideration = 4.00

Average SER from date
3D Oil fully paid until
9 January 2009 ^

SER based on last
close 26 March 2009

Note: ^ Average based on VWAP for each of 3D Oil and Drillsearch Shares between 26 November 2007 and 9
January 2009

Salient points to note:


The SER on a volume weighted basis averaged 4.40 from 26 November 2007, the day 3D
Oil Shares began trading on a fully paid (deferred settlement) basis, until 9 January 2009,
the last trading day prior to Drillsearch disclosing its interest in 3D Oil Shares.



As at the close of trading on 26 March 2009 the SER was 5.29, representing a premium of
32% to Drillsearch’s Offer Consideration.

The 3D Oil Board believes the Drillsearch Offer significantly undervalues your
investment in 3D Oil and that you should ignore the Offer.
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5.

There are limited benefits from a combination of
Drillsearch and 3D Oil.
You Directors consider that the benefits from a combination of Drillsearch and 3D Oil are
limited. In the Board’s view:
8

There are no material strategic, operational or technical synergies achieved by
combining 3D Oil with Drillsearch.

8

3D Oil has a significantly different business model to Drillsearch.

8

3D Oil Shareholders would be significantly diluted in their current interests in West
Seahorse (currently owned 100% by 3D Oil).

8

There is no guarantee that Drillsearch would elect to develop West Seahorse in priority
to its many other interests.

8

Drillsearch has failed to articulate any compelling benefits for combining the two
companies.

Ironically, Drillsearch’s former managing director and 3D Oil’s Board agree on one thing – that
they do not see strategic merit in the Drillsearch Offer. This is highlighted in Drillsearch’s
Bidder’s Statement which states:

“Mr Williams tendered his resignation as Managing Director of Drillsearch on
18 December 2008, which resignation takes into effect on 18 June 2009. Mr
Williams’ reasons for resigning largely related to a disagreement as to
elements of the [Drillsearch] Board’s strategic direction, including the
decision to proceed with a takeover bid for 3D Oil. Mr Williams remains
opposed to that strategic direction.”
Source: Drillsearch Bidder’s Statement, page 19

Interestingly, Mr Williams resigned as a Director of Drillsearch three months ahead of
schedule, and with immediate effect, on 16 March 2009.
3D Oil Shareholders should be concerned that the managing director of Drillsearch has
resigned prior to his scheduled departure date without explanation.
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A side-by-side comparison of the contrasting approaches and relative positions of 3D Oil and
Drillsearch (based on various Drillsearch ASX announcements) further reinforces the lack of
strategic rationale and appeal of the Offer:
3D Oil
Strategy

Drillsearch



Focussed



Unfocussed



100% interest in two highly
prospective permits in the
Gippsland Basin (Vic/P57)
and Bass Basin (T41-P)



Various interests in oil and gas fields
across Australia, PNG and Canada



Uncertainty regarding future drilling
at several of Drillsearch’s permits



Currently working towards
development of West
Seahorse and ongoing oil and
gas exploration within Vic/P57
and T41-P

Cash
Commitments



Committed exploration
expenditures of $0.85m over
a 12 month period from
January 2009



Committed exploration expenditures
of ~$4.5m over a 12 month period
from January 2009

Current tax
liabilities



Nil



$4.5m in current tax liabilities related
to a re-assessment of Drillsearch
Energy Canada Incorporated for the
2000 taxation year

Recent asset
impairments



Nil



Two of Drillsearch’s three producing
assets (the Tintaburra block and
Kiana-1 well) were impaired in its
recent half-year reporting period,
resulting in an impairment expense
in excess of $3.5m

Development
focus and
experience



Entirely offshore focus in
Gippsland and Bass Basins



Mostly onshore acreage



Limited offshore exploration
experience

Track record
with respect to
retention
leases



Not applicable



Recently unsuccessful in negotiating
a renewal of the WA-13-R and
NT/RL-3 retention leases with the
Designated Authorities

3D Oil is concerned with a number of aspects surrounding Drillsearch’s business and
considers there is little strategic merit in combining 3D Oil and Drillsearch.
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6.

Drillsearch is not the right partner.
Drillsearch’s proposed strategy for 3D Oil is inadequate and lacking in detail.
Drillsearch’s ability to manage 3D Oil’s valuable West Seahorse oil field and 3D Oil’s other
offshore leads and prospects is considered weak, given:


Drillsearch does not have an intimate knowledge of 3D Oil’s assets. Prior to disclosing its
interest in 3D Oil, Drillsearch did not engage 3D Oil’s Board or management in any
dialogue or undertake any detailed due diligence on 3D Oil’s permits or plans for 3D Oil’s
assets.



The intention to consolidate 3D Oil’s Melbourne office into the Sydney office of Drillsearch
completely disregards the existing significant expertise residing within 3D Oil in relation to
3D Oil’s assets. This potential loss of expertise would hamper the development of 3D
Oil’s permits.



Drillsearch has suffered from significant management instability in recent times following
the abrupt resignation of its managing director, Mr David Williams. The Bidder’s
Statement contains no update as to the status of the search for a replacement. Once
appointed, the new managing director will be Drillsearch’s third within an ~18 month
period.



The Directors of Drillsearch have limited oil and gas experience.



Drillsearch’s poor track record with respect to offshore oil and gas exploration.

3D Oil considers that Drillsearch lacks the expertise and experience to maximise value
from the merged group’s assets.
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7.

Drillsearch’s Bidder’s Statement contains a number of
inaccuracies and exaggerations.
Drillsearch has made a number of claims in its Bidder’s Statement which your Directors have
concerns about. These are summarised below.
Drillsearch claims…

What your 3D Oil Director’s believe…

“Drillsearch has increased value
for its shareholders during the
past five years…”



Total shareholder returns generated by Drillsearch
for the past 5 years was negative 12.2%4 per annum

“[3D Oil Shareholders] will gain
exposure to production assets
with 2P reserves on current
performance potentially
providing production out to 2026”



Drillsearch does not provide any basis or
independent qualification for this claim



3D Oil considers that Drillsearch’s production economics
are questionable



Drillsearch holds an equity stake in Circumpacific and
therefore does not have direct access to production
volumes or cash flows



The ability of Drillsearch to benefit from cash flows
generated by Circumpacific is reliant on dividends paid to
it as a shareholder of Circumpacific



Circumpacific has never paid a dividend or returned
capital to its shareholders since listing in January
19905



In July 2008, Drillsearch allowed a loan to Circumpacific
of C$3m to be exchanged for ordinary shares.6 As such,
3D Oil considers Circumpacific to be more of a cash
drain on Drillsearch than a cash generator



Drillsearch has reported negative free cash flow in
every financial year since 2000 (and in that year
Drillsearch benefitted from a material asset sale)7



In recent times, Drillsearch has reported the following
levels of negative free cash flow:

“[3D Oil Shareholders] will also
gain production from
Drillsearch’s approximately
79.5% owned Canadian
subsidiary Circumpacific Energy
Corporation.”

“Drillsearch’s cash flows and the
merged group’s cash level could
assist 3D Oil with its funding
requirements…”

“…enhanced growth profile due
to an expanded portfolio of
projects with the addition of
Drillsearch’s developments to 3D
Oil’s projects”

-

6 months ended 31 Dec 2008 – negative $0.8m

-

12 months ended 30 Jun 2008 – negative $7.6m

-

12 months ended 30 Jun 2007 – negative $17.6m



Drillsearch’s exploration and development assets
have less upside potential than 3D Oil’s permits



3D Oil Shareholders’ exposure to West Seahorse and 3D
Oil’s other exploration assets will be diluted if you accept
Drillsearch’s Offer

4
Total shareholder returns (as measured by adjusted share price appreciation plus dividends) generated by Drillsearch for the 5
year period up to 5 March 2009 (the day prior to Drillsearch lodging its Bidder’s Statement)
5
Circumpacific accounts
6
Drillsearch accounts
7
Based on audited Drillsearch accounts; free cash flow is operating cash flow less cash provided for investing activities
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8.

The Offer is conditional and highly uncertain. You may
have to pay Capital Gains Tax.
Conditional offer
Drillsearch’s Offer is uncertain because it is subject to a number of conditions, including its
50.1% minimum acceptance condition. 36.4% of 3D Oil Shares are held under escrow until 22
May 2009 and cannot currently be accepted into the Offer.
Even if you accept Drillsearch’s Offer, the Offer may not be successful and you will not receive
the Offer Consideration until all conditions are satisfied or waived.
If you accept Drillsearch’s Offer you will not be able to accept a higher offer from a third party
unless Drillsearch’s Offer lapses or you have a right to withdraw your acceptance.
Uncertainty regarding Drillsearch achieving its stated objectives for 3D Oil
Drillsearch’s ability to access 3D Oil’s cash reserves directly is dependent on it acquiring at
least 90% acceptances for its Offer.
In light of the present intention of Mr Noel Newell, managing director and ~18% Shareholder of
3D Oil, to reject the Offer, it is unlikely that Drillsearch will achieve greater than 90%
acceptances for its Offer. Accordingly, Drillsearch’s ability to access 3D Oil’s cash is likely to
be significantly curtailed. In addition, you should not assume that Drillsearch will be able to
achieve its stated objectives.
If you accept the Offer you may have to pay Capital Gains Tax
There is significant uncertainty surrounding the likely tax outcome in the event that Drillsearch
succeeds in obtaining less than 80% acceptance.
Drillsearch must acquire at least 80% of 3D Oil Shares for CGT scrip-for-scrip rollover relief to
be available for eligible 3D Oil Shareholders. If the 80% threshold is not met, 3D Oil
Shareholders who are Australian residents for income tax purposes and who would make a
capital gain from their disposal of 3D Oil Shares will be unable to elect for a rollover of that
capital gain.
In view of the present intention of Mr Newell who has an 18% shareholding, to reject the Offer,
you should not assume that you will be able to achieve capital gains tax rollover relief if you
accept the Offer.
Furthermore, should accepting 3D Oil Shareholders become liable for capital gains tax, there
is the potential for weakness in Drillsearch’s share price following completion of the Offer
period due to accepting 3D Oil Shareholders selling their Drillsearch Shares on market to fund
the capital gains tax liability they will have incurred.
The Board of 3D Oil encourages 3D Oil Shareholders to consider the many
uncertainties surrounding the Drillsearch Offer and seek their own independent advice
in respect of their tax position.
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Section 2
Frequently Asked Questions
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Section 2: Frequently Asked Questions
This section answers some frequently asked questions about the Offer. It is not intended to address all
issues relevant to Shareholders. This section should be read together with all other parts of this
Target’s Statement.
Question

Answer

What is the Offer for my
Shares?

Drillsearch has made a conditional Offer of 4 Drillsearch Shares
for each of your Shares.

Further
Information

You should note that the Drillsearch offer does not include a cash
component.
What choices do I have
as a Shareholder?

As a Shareholder you can:


Reject the Offer by doing nothing. Your Directors recommend
that you REJECT the Offer;



Sell your Shares on market (unless you previously accepted
the Offer and have not validly withdrawn your acceptance); or



Accept the Offer for all of the Shares you hold.

Sections 1,
3.1, 3.2, 3.3,
4.7
and 5

However, you must not sell your Shares on market nor may you
accept the Offer if your Shares are held under escrow.
What should I do if some
of my Shares are subject
to escrow?

On 26 March, 2009 3D Oil sent a letter to all escrow Shareholders
regarding escrow Shares (also lodged with the ASX). 3D Oil
encourages all escrow Shareholders to read this letter in full.

Section 4.7

75,110,000 of the 206,560,000 Shares on issue are held under
escrow until 22 May 2009.
This means that these Shares cannot currently be sold or
accepted into the Offer.
The prior written consent of 3D Oil and in some cases ASX must
be sought before any such sale or acceptance occurs. No such
consent may be sought unless and until at least approximately
65.8 million of the non escrowed Shares have been accepted into
the Offer.
If you are uncertain whether or not your Shares are held
subject to escrow and you wish to accept the Offer or sell
your Shares, please contact 3D Oil.
What are the Directors of
3D Oil recommending?

Your Directors recommend that you REJECT the Offer.

How do I reject the
Offer?

To REJECT the Offer, you should do nothing.

Section 3.1

What do the Directors of
3D Oil intend to do with
their Shares?

Each Director intends to REJECT the Offer in relation to Shares
held by him.

Section 6.1

Is there a requirement
for 3D Oil to appoint an
independent expert

No. Your Directors do not consider that doing so would be cost
effective, having regard to the reasons why they consider you
ought to REJECT the Offer as well as the costs involved in
commissioning an independent expert report and underlying
technical expert report which would be necessary.

Section 1

If there is any change to this recommendation or any material
development in relation to the Offer, 3D Oil will inform you.
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Question

Answer

What happens if the Offer
Consideration is
increased?

If Drillsearch increases its Offer Consideration, your Directors will
carefully consider the revised offer and advise you accordingly.

What are the
consequences of
accepting the Offer now?

If you accept the Offer now:


you relinquish control of your Shares to Drillsearch with no
guarantee of receipt of the Offer Consideration until the Offer
becomes, or is declared, unconditional;



you will not be able to sell your Shares on market or deal
with them in any other manner, unless any withdrawal rights
apply at the applicable time and you withdraw your
acceptance of the Offer, or unless the Offer lapses



you give Drillsearch the option to keep your Shares if the
conditions of its Offer are not satisfied (by waiving the
conditions) or allow the Offer to lapse (as discussed in
section 5.3); and



you will be unable to accept a superior offer from any other
bidder if such an offer is made, unless any withdrawal rights
apply at the applicable time and you withdraw your
acceptance of the Offer, or unless the Offer lapses.

Further
Information

Sections 5.6
to 5.8

In addition there are various other consequences if Drillsearch
obtain a controlling stake in 3D Oil which are set out in details in
sections 5.7 and 5.8.
What are the risks of not
accepting the Offer?

If Drillsearch does not obtain 90% of acceptances under its Offer,
you will be exposed to the risks associated with being a
continuing Shareholder in 3D Oil. Some of these risks are
described in section 5.8.

Section 5.8

If I accept the Offer now,
can I withdraw my
acceptance?

You may only withdraw your acceptance in very limited
circumstances which may not apply at the time you wish to
withdraw your acceptance.

Section 5.6

You may withdraw your acceptance if Drillsearch varies its Offer
in a way that postpones the closing date under its Offer beyond
27 May 2009.
Further details on your ability to withdraw your acceptance are
set out in section 5.6.
Will I get any warning
when the 50.1% minimum
acceptance condition is
about to be satisfied?

No. You will need to monitor the acceptance levels yourself by
checking the substantial holder notices lodged by Drillsearch with
the ASX during the Offer Period.

Does satisfaction of the
50.1% minimum
acceptance condition
mean that I will definitely
get paid if I accept?

No. All the conditions of the Offer must be satisfied or waived for
the Offer to become unconditional.

Can I be forced to sell my
Shares?

You cannot be forced to sell your Shares unless Drillsearch
acquires a relevant interest in at least 90% of all Shares by the
end of the Offer Period, and proceeds to compulsory acquisition
of your Shares. If that happens, you will be provided the last
consideration offered by Drillsearch for Shares before
compulsory acquisition commences. You should note the present
intention of Mr Noel Newell who has an 18% interest in 3D Oil
Shares to reject the Offer.

Sections 5.2
to 5.4

Even if the 50.1% minimum acceptance condition is satisfied,
other conditions may still be unsatisfied when the withdrawal
rights are terminated, and satisfaction (or waiver) of those other
conditions may take some time or may not occur at all.
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Question

Answer

Further
Information

Does the Offer include
my Options or any
Shares arising from
the exercise of my
Options?

No. The Offer is only to holders of Shares on issue on the
Relevant Date and any person to whom those Shares are
transferred.

See Bidder’s
Statement,
Annexure A,
clause 1

When does the Offer
close?

The Offer is presently scheduled to close at 7.00pm (Sydney
time) on 27 April 2009, but the Offer Period can be extended in
certain circumstances. See section 5.5 for details of the
circumstances in which the Offer Period can be extended.

Section 5.5

When do I have to
decide?

If you wish to follow the Directors’ recommendation and REJECT
the Offer, you do not need to do anything.

Section 5.5

If you wish to accept the Offer, you need to do so before its
scheduled closing date. Drillsearch has indicated that its Offer is
scheduled to close at 7.00pm (Sydney time) on 27 April 2009, but
the Offer Period can be extended in certain circumstances. See
section 5.5 for details of the circumstances in which the Offer
Period can be extended.
What are the
conditions to the
Offer?

The Offer is conditional. Offer conditions include:
•

Drillsearch acquiring a relevant interest in at least 50.1% of
the Shares;

•

Drillsearch obtaining all regulatory approvals in relation to
ownership and operation of 3D Oil;

•

no order or injunction is issued by any court or other
restraint is in effect at the close of the Offer;

•

3D Oil does not do or omit to do anything which causes or is
likely to cause any licence or permit to be adversely
impacted;

•

3D Oil does not enter into any arrangements involving an
acquisition, leasing, disposition, or increasing its level of
indebtedness, or making any capital expenditure, in excess
of $500,000;

•

3D Oil does not declare any dividends or other form of
distribution to its members;

•

3D Oil does not create any encumbrances over a substantial
part of its business or property;

•

3D Oil is not a party to any material proceeding which
exposes it to a potential liability in excess of $500,000 or has
material impact on its business, except if such proceeding is
instigated by 3D Oil;

•

no 3D Oil Material Adverse Change (as defined in the
Bidder's Statement) occurs in relation to 3D Oil, essentially
being something which could reasonably be expected to
adversely impact on 3D Oil's earnings or net assets by
$500,000 or more;

•

3D Oil does not issue any new Shares or Options;

Sections 5.2 to
5.4

This is only a summary of some of the conditions of the Offer.
What happens if the
conditions of the Offer
are not satisfied/or
waived?

If the conditions are not satisfied or waived before the Offer
closes, the Offer will lapse, and you will not be issued with the
Offer Consideration (even if you had accepted the Offer, as your
acceptance will become void). However, you would then be free
to deal with your Shares.
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Question

Answer

Further
Information

When will I be issued the
Offer Consideration if I
accept the Offer?

Generally speaking, if you accept the Offer, you will have to wait
until the earlier of:

See Bidder's
Statement,
Annexure A,
clause 3



one month after acceptance or one month after the Offer
becomes unconditional; or



21 days after the end of the Offer Period,

to be issued the Offer Consideration, and the Bidder's
Statement specifies that you may have to wait for up to 21 days
after your name is entered on the Drillsearch share register to
receive an uncertificated statement in your name.
What are the tax
implications of
accepting the Offer?

A general outline of the tax implications for certain Australian
resident Shareholders of accepting the Offer is set out in
section 8 of the Drillsearch Bidder’s Statement.

Section 6.6

You should not rely on that outline as advice on your own
affairs. It does not deal with the position of certain
Shareholders. You should therefore seek your own personal,
independent financial and taxation advice before making a
decision as to whether or not to accept the Offer for your
Shares. You may for example be liable for capital gains tax.
In view of the present intention of Mr Noel Newell as an 18%
shareholding to reject the Offer, you should not assume that
you will be able to achieve capital gains tax roll-over-relief if
relevant if you accept the Offer.
Is there a phone number
that I can call if I have
further queries in
relation to the Offer?

If you have any further queries in relation to the Offer, please
call 3D Oil on +61 3 9650 9866.
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Section 3
Your Choices
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Section 3: Your Choices
As a Shareholder you currently have three choices available to you.

3.1

CHOICE 1: Take No Action
If you do not wish to sell your Shares on market and do not wish to accept the Offer, you
should take no action. This is the approach recommended by your Directors.
You should note that:

3.2



if Drillsearch acquires less than 90% of the Shares, all of the defeating conditions of the
Offer are satisfied or waived and you continue to hold Shares, you will be exposed to the
risks associated with being a continuing Shareholder of 3D Oil. Some of these risks are
explained in section 5.8; and



if you choose not to accept the Offer, Drillsearch will not be able to acquire your Shares
unless the Offer is unconditional and Drillsearch holds 90% of the Shares at the end of the
Offer Period. In this event, Drillsearch will become entitled to compulsorily acquire those
Shares that it does not already own (see section 5.7 for further information regarding
compulsory acquisition).

CHOICE 2: Sell Your Shares On Market
During the Offer Period, you may sell your Shares through the ASX for cash, provided you
have not accepted the Offer for those Shares.
However you must not sell your Shares on market if your Shares are held under escrow. See
section 4.7 for further details.
If you sell your Shares on market, you will receive the consideration for your Shares sooner
than if you accept the Offer while it is subject to conditions.
If you sell your Shares on market, you:


will lose the ability to accept the Offer and receive 4 Drillsearch Shares per Share (and
any subsequent increase in the Offer Consideration or an offer from another bidder) in
relation to those Shares;



may be liable for capital gains tax or income tax on the sale of those Shares;



may incur a brokerage charge; and



will lose the opportunity to receive any future benefits from being a Shareholder.

You should contact your broker for information on how to sell your Shares on the ASX and
your tax adviser to determine your tax implications from such a sale.
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3.3

CHOICE 3: Accept the Offer
You may choose to accept the Offer. Details of the receipt of the Offer Consideration that you
will receive if you accept the Offer are set out in section 2 as well as in the Drillsearch Bidder’s
Statement. You will only receive the Offer Consideration if the conditions of the Offer are all
either satisfied or waived.
However, you must not accept the Offer if your Shares are held under escrow. See section 4.7
for further details.
The consequences of accepting the Offer are discussed in section 5.6. If you accept the Offer,
you will not be able to sell your Shares on market unless, at the time you decide that you no
longer wish to accept the Offer, you have the right to withdraw your acceptance and you
exercise that right. The very limited circumstances in which acceptances of the Offer may be
withdrawn are set out in section 5.6.
If you accept the Offer, you may be liable for capital gains tax or income tax as a result of your
acceptance. An overview of the taxation consequences for certain Australian resident
Shareholders of selling Shares is provided in section 8 of the Drillsearch Bidder’s Statement.
See also section 6.6 of this Target’s Statement.
See the Drillsearch Bidder’s Statement and the acceptance form provided to you by
Drillsearch for instructions on how to accept the Offer.
3D Oil encourages you to consider your personal risk profile, investment strategy, tax
position and financial circumstances before making any decision in relation to your
Shares.
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Section 4
Profile of 3D Oil
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Section 4: Profile of 3D Oil
4.1

Company History and Principal Activities
3D Oil was established in 2003 to focus on oil and gas exploration and development in the
Gippsland Basin, Australia’s most prolific oil province, where 3D Oil’s founders had
competitive knowledge and had identified favourable conditions for entry.
In April 2004, 3D Oil acquired a 100% interest in Gippsland Basin permit Vic/P57. The
following year the Company acquired a 100% interest in Bass Basin permit T41-P in the
neighbouring Bass Basin.
On 22 May 2007, 3D Oil listed on the ASX. The funds raised from listing were used for the
specific purpose of appraising the West Seahorse field, including the drilling of West
Seahorse-3, and to drill the Wardie-1 exploration well. Both prospects are located within the
VIC/P57 permit. In addition, 2,200km of seismic data was acquired in T/41P to delineate and
rank a portfolio of leads.
3D Oil currently has approximately 207 million Shares and 12.8 million Options on issue, of
which approximately 75.1 million Shares and 10.9 million Options are held under escrow until
22 May 2009 (see section 4.7 for further details).

4.2

The 3D Oil Strategy
8

3D Oil’s immediate objective is to develop the West Seahorse oil field. A pre-FEED study has
been completed by Worley Parsons for West Seahorse which reviewed a development option
using a mobile offshore production unit (MOPU) and an export facility to shore. This
development option provides a good balance between economic optimisation and time to first
produced oil.
3D Oil continues to advance its plans for the development of this project and is actively
seeking alliances with appropriate joint venture partners to leverage its position.
3D Oil’s exploration activities are ongoing and focussed on its 100% owned Vic/P57 and T41P permits. As announced to the market in January 2009, recent exploration activities
undertaken by 3D Oil included:

8



Extension of the mapping and depth conversion across the western part of Vic/P57 to
improve confidence in the mapping of the Sea Lion prospect. As one of the few remaining
undrilled top Latrobe structures, Sea Lion is an exciting prospect.



A review by independent consultants of the Lucifer, Dexter and Kangafish leads, which
are low-side, fault-dependent structures associated with the Emperor fault along the
basin’s northern margin. The study confirmed that the requisite play components are
present across the permit. In particular, the trapping style appears to be identical to the
Longtom gas field, however, there is still further detailed mapping required to progress the
leads to prospect status (ie potentially drillable).

Front end engineering and design
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Mapping of the new seismic data for T41-P. The mapping exercise is ongoing, along with
ranking the new leads on the basis of size and perceived risk. There are numerous
seismic anomalies identified on the new seismic data, which are often indicative of the
presence of hydrocarbons. At least nine significant leads have been delineated by the
new seismic with significantly more structuring than previously recognised resulting in
stronger perceived prospectivity than previously estimated. The mapping suggests that
many of the new and existing leads have the potential for stacked objectives, with
significant volume upside. Significantly, this creates extensive follow-up potential in the
event of a discovery.

3D Oil also continues to seek opportunities within Australia and the Asian region with the
objective of delivering measured growth. 3D Oil believes that a counter cyclical approach to
investment provides greater opportunities and value for 3D Oil’s Shareholders. As stated
previously, 3D Oil’s key criteria for selection of new opportunities is as follows:


identification of all essential petroleum system elements;



acceptable levels of irreducible exploration risk;



prior lack of thorough or systematic exploration;



geologic diversity with a variety of hydrocarbon trap types;



existing high density data sets;



proximity to production facilities; and



preferably shallow water.

The long term objective of 3D Oil is to acquire a portfolio providing a mix of exploration risk
and potential field size to ensure organic growth.
3D Oil has a small but highly experienced and dedicated team of professionals committed to
generating value for 3D Oil Shareholders. Further information with respect to 3D Oil’s
experienced management team is provided later in section 4.6.
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4.3

West Seahorse and VIC/P57 Gippsland Basin
West Seahorse Reserves and Contingent Resources
Since completing drilling at its 100% owned West Seahorse field in the Gippsland Basin last
year, 3D Oil has undertaken a comprehensive evaluation of the field’s sub surface to provide a
further rigorous reserves assessment. The revised evaluation provides an update and an
increase to the reserves provided in August 2008 and flows from a continuous process which
has occurred since that time.
A comparison to previously disclosed reserves is set out below.

Reserves and Contingent Resources
(MMstb)

11%
increase

32%
increase

14%
increase

12%
increase

8.7

6.8

5.3

4.1

1P
Proved

2P
Proved +
Probable

Previous - August 2008

3P
Proved +
Probable +
Possible

2P + Contingent
(P50)

Upgrade - March 2009

The sub surface evaluation was undertaken using independent expert consultants and utilising
the new drilling data. This information has been incorporated with the existing 3D seismic data
to generate a new volumetric evaluation of the hydrocarbons in West Seahorse. The work
carried out included detailed reservoir analysis; detailed mapping of all hydrocarbon bearing
horizons; high density depth conversion; reservoir fluid analysis; reservoir simulation and
production forecasting and reserve assessment.
West Seahorse contains three separate oil zones: the N1 (Top Latrobe), the N2.6 and the P1
(both intra Latrobe) formations. Reservoir analysis has confirmed the excellent quality of the
reservoir units. All consist of thick, stacked fluvial channel sandstones and are expected to
provide the high flow rates, supplemented by strong water drive, typical of the Gippsland Basin
Latrobe Group reservoirs.
Both the N1 and N2.6 zones currently produce commercial volumes of oil in the neighbouring
Seahorse field, operated by the joint venture of Esso Australia Resources and BHP Billiton
Gippsland Basin.
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A summary of 3D Oil’s updated reserves and contingent resources statement is set out below:
Reserves

1P
Proved
MMstb

2P
Probable
MMstb

3P
Possible
MMstb

4.1

5.3

6.8

Low Estimate
(P90)
MMstb

Best Estimate
(P50)
MMstb

High Estimate
(P10)
MMstb

P1 and NE Fault Block

2.8

3.4

4.0

Total Reserves plus Contingent Resource

6.9

8.7

10.8

N1 and N2.6

Contingent Resources

Disclosure regarding Certifications
The reserve assessment of the West Seahorse field has been completed in conjunction with
independent consultants and follows guidelines set forth by the Society of Petroleum
Engineers (SPE), the World Petroleum Council (WPC) and the American Association of
Petroleum Geologists (AAPG). These guidelines require that Proved Reserves are those
quantities of petroleum which, by analysis of geological and engineering data, can be
estimated with reasonable certainty to be commercially recoverable from a given date.
The reserves estimates used in this announcement were compiled by Dr Rodney Halyburton
BSc(Hons), MSc and PhD who is a member of the SPE and Society of Professional Well Log
Analysts and Dr Andrew Wadsley BSc(Hons), MSc and PhD who is a member of the SPE and
the Society for Industrial and Applied Mathematics. The reserves estimates are consistent
with the definitions of Proved, Probable and Possible hydrocarbon reserves defined in the
Australian Stock Exchange (ASX) Listing Rules. Dr Halyburton and Dr Wadsley are qualified
persons as defined under ASX Listing Rule 5.11 and have consented to the use of the
reserves figures in the form and context in which they appear.
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West Seahorse Development
Following on from drilling 3D Oil has continued to review development concepts to identify the
most economic option for West Seahorse. The option presently considered most suitable is
production through a leased MOPU and export of oil to an onshore tank farm from which oil
would then be transported by road tanker to the Geelong Refinery.
3D Oil has received a commercial proposal for a MOPU on a 5 year lease and has had Worley
Parsons carry out associated engineering studies to cost the pipeline, onshore tank farm and
load out facilities.
The MOPU is a converted jack-up drill rig with oil production rather than a drill rig on a main
deck. The specific unit being considered is based on older type “Bethlehem” (Jack Up) drill
rigs which have a mat foundation and jack up legs. The drilling equipment would be removed
from the jack up and process equipment installed in its place.
The main advantages of a MOPU development are:


Fast development time, because stock process modules can be used. Recent MOPU
have been installed within 12 months from contract award.



Lower upfront capital costs



Relocatable features, making them suitable for fields with a short production life



They can be used to support the well conductor, eliminating the need for a well head
platform and also providing access to the well.
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Vic/P57 Exploration
In addition to the West Seahorse field, Vic/P57 contains a number of other highly prospective
discoveries including Seahorse, Wirrah, Barracouta, Snapper, Golden Beach,
Mulloway/Whiptail, Whiting, Emperor and Sweetlips. Four recent wells have intersected
hydrocarbons in areas adjacent to VIC/P57: Longtom-2 and 3, Grayling-1 and West Moonfish1. All were located from mapping on 3D seismic survey. The non-commercial but historically
important Lakes Entrance oil field is located immediately onshore from the northeast corner of
the permit.
Vic/P57 permit area with prospects and leads

Vic/P57

Despite the proximity to numerous hydrocarbon discoveries, the Vic/P57 permit is lightly
drilled, containing only four exploration wells. Extensive mapping, incorporating the northern
margin and new data post drilling has been incorporated into 3D Oil’s permit-wide mapping of
the prospects and leads, resulting in improved confidence in the depth maps to the west of the
West Seahorse field and around the Sea Lion prospect. A recent evaluation of the Emperor
subgroup basin-margin gas leads has resulted in improved understanding and definition of the
new leads and the fairway.
Sea Lion
Sea Lion is located to the west of the West Seahorse oil field on an extension of the oil
fairway. It is a simple structural closure against the Rosedale Fault with the potential for oil at
multiple target levels. This play type has historically had a very high success rate in the
Gippsland Basin. The most likely recoverable volume is about 20 MMstb but there is potential
for greater volumes if hydrocarbons are trapped at multiple levels. It should be noted that
stacked hydrocarbon columns are common in this part of the basin and there is oil at three
reservoir levels in the West Seahorse oil field.
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Salsa
The Salsa lead, to the north east, is a similar top Latrobe closure and provides attractive
follow-up potential. It straddles the edge of 3D Oil’s seismic data but has the potential to be of
significant size.
Scooter
The Scooter lead, on a migration spill chain out of the Emperor and Sweetlips discoveries, is
another top Latrobe closure. The feature is primarily erosional created by the Marlin Channel
at the top Latrobe level. Both Emperor and Sweetlips have oil legs in the top Latrobe and are
close to spill.
Hector
The Hector lead, directly east of Scooter, is an erosional remnant created by the Eocene
channeling. The remnants are quite conspicuous due the high amplitudes, created by the
coals in the Latrobe Group, truncated by the Marlin Channel. Hector as an area of
approximately 5 km².
Felix
The Felix Prospect is located between the Moonfish oil field and the Wirrah discovery with
closure mapped at multiple levels from the Intra-Latrobe into the Golden Beach Group. Both
the adjacent discoveries have multiple levels of trapped hydrocarbons and Felix is also
predicted to contain stacked hydrocarbon columns. The recoverable volume range is about
15-80 MMstb depending on the number of successful levels. Oil and gas were encountered at
five main levels at Moonfish.
Emperor
The Emperor subgroup play includes the Lucifer, Dexter and Kangafish leads, which are lowside, fault-dependent, structures associated with the Emperor fault along the basin’s northern
margin. The leads are of similar trapping style and on trend with the Longtom gas field. The
major part of this work has been performed by independent consultants engaged to review
these leads and to assess the likelihood of the Longtom gas fairway extending across the
Vic/P57 permit.
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4.4

T41-P, Bass Basin
2

T41-P is a very large permit (2,805 km ) in the eastern Bass Basin. The Bass Basin has long
been recognized to contain excellent quality source rocks and has had a high strike rate for
intersecting hydrocarbons. Commercial success, however, has historically proven to be more
difficult. This changed in 2006 with the opening of the Bass Gas project centred on the Yolla
oil and gas discovery, approximately 40 km to the west of T/41P. The oil industry has acted
swiftly in recognizing the potential in the basin and all remaining acreage has been permitted.
Exploration activity has surged and over the next three years there are 13 new wells
scheduled to be drilled.
T41-P permit area location

3D Oil’s T41-P permit has been lightly explored with only one well, Chat-1, drilled in 1986. The
well was located on a broad 2D seismic grid and tested a reactivated fault block. A residual oil
column is interpreted in the well, suggesting that the trap was originally hydrocarbon-bearing
but subsequently leaked. Importantly, this indicates that the permit has had access to
hydrocarbon charge.
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Existing seismic coverage within T41-P was sparse consisting of data from six surveys
ranging in vintage from 1975 to 1990. Four moderate-sized leads (40–140 MMstb recoverable)
were identified from the broad 2D grid but more seismic was required to mature these to
prospect status.
T41-P permit area with prospects and leads

T/41P

Tolpuddle

Delamere

Pembroke

Tamar
Strathlyn
Glengarry

Humbug

Leads
Top Eastern View

Dalrymple
Intra Eastern View

10 km

3D Oil acquired 2,200 km of 2D seismic in April to May 2008 over the permit area, infilling the
existing sparse seismic coverage and targeting the south west of the permit where basin
modelling suggested there was access to migrating hydrocarbons. The seismic data has been
processed and interpretation is underway. Preliminary mapping indicates that there is
considerably more structuring than previously thought. The existing leads have been
confirmed and there has been a large increase in the number of leads.
Historically, discoveries in the Bass Basin have been either at the top eastern view level or in
the lower eastern view. 3D oil’s preliminary mapping suggests that many of the new and
existing leads have the potential for stacked objectives, with significant volume upside.
Significantly, there is extensive follow-up potential in the event of a discovery.
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4.5

Board of Directors
The Directors of 3D Oil and a brief description of their qualifications and other directorships
are set out below:
Mr Campbell Horsfall – Non-Executive Chairman
Mr Campbell Horsfall is a solicitor with extensive experience in the petroleum industry and has
held positions as Company Solicitor for BP Australia Ltd, BHP Petroleum, Japan Australia
LNG (MIMI) Pty Ltd and has until recently been General Counsel of Vicpower. He holds
Degrees in Law and Commerce from the University of Melbourne and a Diploma from the
Securities Institute and practices as a lawyer in Melbourne.
Mr Horsfall has been a director of two public companies, including a non-executive director of
Orchard Petroleum Limited between May 2002 and June 2007. He has been an inaugural
director of 3D Oil since prior to its listing on ASX in 2007, and was appointed Chairman for the
second occasion in January 2009.
Mr Noel Newell – Managing Director
Mr Noel Newell holds a Bachelor of Applied Science and has over 25 years experience in the
oil and gas industry with 20 years of this time with BHP Billiton and Petrofina. With these
companies he has been technically involved in exploration of areas around the globe,
particularly South East Asia, and all major Australian offshore basins. Prior to leaving BHP
Billiton in 2002 he was Principal Geoscientist working within the Southern Margin Group and
primarily responsible for exploration within the Gippsland Basin. Mr Newell has a number of
technical publications and has co-authored Best Paper and runner up Best Paper at the
Australian Petroleum Production & Exploration Association conference and Best Paper at the
Western Australian Basins Symposium.
Mr Newell is the founder of 3D Oil and has an 18% shareholding. Immediately prior to starting
3D Oil, he was a technical advisor to Nexus Energy Limited and directly involved in its move to
explore in the offshore of the Gippsland Basin.
Ms Melanie Leydin – Non-Executive Director and Company Secretary
Ms Melanie Leydin is a chartered accountant and principal in a chartered accounting firm
specialising in audit and company secretarial services. Melanie has 15 years experience in the
accounting profession and is a director and company secretary for a number of oil and gas,
junior mining and exploration entities listed on the ASX. Through her chartered accounting
firm, Ms Leydin provides accounting and company secretarial services to the Company.
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4.6

Management Team
In addition to the above, 3D Oil engages the following employees and consultants on an
ongoing basis:
Jon Keall – Exploration Manager
Jon Keall has an MSc Honours (1st class) in geology from Victoria University, Wellington, New
Zealand. He has 20 years experience working as a petroleum geologist on basins throughout
Australia, New Zealand and Asia. Most of his experience was gained with BHP Petroleum,
working mainly as an exploration geologist and he has been involved in the successful
discovery of several significant oil and gas fields. Prior to joining 3D Oil, Jon was senior
geoscientist working on BHP Billiton’s new ventures in SE Asia.
Dennis Vuckovic – Development Manager
Dennis Vuckovic has over 25 years working in the oil and gas industry principally in project
development and engineering roles. He has worked at both operating companies such as BHP
Petroleum, Carigali Hess and CNOOC and engineering companies including WorleyParsons
and Fluor Daniel in engineering and project management roles. He brings his extensive
knowledge and experience to identifying and executing the West Seahorse development
potential.
Ian Ward – Geophysical Advisor
Ian Ward has over 30 years of experience primarily with BHPB. During the period with BHPB
worked as a geophysicist in Australia and overseas on a large number of projects varying form
seismic acquisition and processing to exploration and field developments. Ian has a major
strength in depth conversion and has developed his own software for this purpose and post
stack processing of seismic data. More recently he has performed studies on the Northwest
Shelf, Timor Sea, Bonaparte Basin, Gippsland Basin and Bass Basin.
Leonie Chapman - HSE & Regulatory Compliance Advisor
Leonie Chapman holds a Bachelor of Engineering (Chemical) (IIA Hons), Graduate Diploma of
Occupational Hazard Management & Master of Business Administration. She has over 25
years experience in the Australian hydrocarbon sector initially as a process engineer with
Esso Australia Ltd and then holding various Health, Safety & Environmental positions within
Esso, BHP Billiton, Mobil Oil Australia and Duke Energy International. Key positions have
included Regulatory Compliance Coordinator (Esso Longford Rebuild), Remediation
Coordinator (MOA – Asset Divestment Program) and HSE Manager (DEI – Transmission
Pipelines). Leonie is currently responsible for HSE and Project Approvals management.
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4.7

3D Oil Capital Structure and Escrow Arrangements
As at the date of this Target's Statement, there are 206,560,000 Shares on issue. In addition,
there are currently 12,830,000 Options to subscribe for Shares in 3D Oil as explained in more
detail in section 6.5.
36,661,000 Shares and 10,830,000 Options are subject to ASX escrow arrangements until 22
May 2009. There are also 75,110,000 Shares and 10,930,000 Options (including the Shares
and Options subject to ASX escrow) which are subject to voluntary escrow arrangements until
22 May 2009. This means that until 22 May 2009, those Shares are held subject to a holding
lock, must not be sold and must not be accepted into the Offer. The only exception is if the 3D
Oil Board provides its prior written consent and if the Shares are also subject to ASX escrow
the ASX provides its prior written consent. No such consent may be sought unless and until at
least one half of the non escrowed Shares have been accepted into the Offer (approximately
65 million shares). The only Shares subject to escrow are those which were issued prior to the
issue of the 3D Oil Initial Public Offering Prospectus in April 2009 relating to its float on ASX. If
you are uncertain whether or not your Shares are held subject to escrow and you wish to
accept the Offer or sell them, please contact 3D Oil.

4.8

Other Information about 3D Oil
3D Oil is a "disclosing entity" under the Corporations Act and is subject to regular reporting
and disclosure obligations under the Corporations Act and the Listing Rules. Shareholders
seeking further information on 3D Oil are directed to the list of publicly available
announcements listed on the ASX (www.asx.com.au, company code "TDO") or on the 3D Oil
website (www.3doil.com.au).

4.9

Risk Factors Relating to 3D Oil
The price of Shares and the future performance of 3D Oil is influenced by a range of factors
and risks. Whilst some of these risks can be mitigated by the use of safeguards and
appropriate systems and actions, some are outside the control of 3D Oil and cannot be
mitigated. The principal risks include, but are not limited to, those detailed below. 3D Oil does
not give any form of guarantee of future dividends, return of capital, or the price at which the
Shares might trade in the future on the ASX.
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4.10

Specific Business Risks

4.10.1 Future Capital Needs and additional funding
The development of West Seahorse will require additional funding, and there is no guarantee
that 3D Oil will be able to secure further funding on appropriate terms or that the terms will not
be dilutive to investors.
4.10.2 Exploration and Development
Hydrocarbon exploration and development activity, especially offshore drilling, by its nature is
risky. There is no guarantee that exploration on the permits and/ or future permits acquired by
3D Oil will lead to a commercially viable discovery. The inherent risks directly affecting
exploration and development may include unsuccessful or uneconomic identification of
resources due to unexpected geological or drilling conditions and depletion of resources,
which may impact on 3D Oil's performance. Furthermore, 3D Oil's exploration and planned
future development may be indirectly affected by commodity prices, exchange rates,
mechanical failures and breakdowns and poor weather conditions. Any future profitability of
3D Oil will be dependent on the successful development, production and marketing of
hydrocarbons from 3D Oil's activities. The achievability and timing of this is uncertain and
accordingly 3D Oil is unable to predict when, if at all, profitability will be achieved.
4.10.3 Presence of Hydrocarbons
The presence of any possible volume of hydrocarbons as set out in sections 1 and 4.3 have
been determined by technical means including seismic surveys and results from the drilling
and evaluation of exploration wells. These figures are expressed as a measure of probability
on which 3D Oil relies in making decisions. There are a number of uncertainties inherent in
estimating these quantities, which may be proved incorrect by future exploration/production,
mapping and/or drilling. Furthermore, 3D Oil has had to make a number of assumptions in the
estimates and calculations conducted to date. If any of these assumptions is incorrect,
whether positive or negative, this will have an effect on the estimates and calculations which
have been projected. A significant negative variance in the actual quantum of hydrocarbons
available for production could have a material adverse effect on 3D Oil.
4.10.4 Operational Risks
In relation to the permits, issues can arise from time to time with respect to abandonment
costs, consequential clean up costs and environmental concerns. These include risks of
explosions, pollution, leaks, fire, adverse climatic and oceanographic conditions, pipe failures,
abnormally pressured formations and other hazards. Operational hazards of this nature can
cause pollution and other environmental damage, severely damage or destroy equipment,
surrounding areas and the property of third parties and can cause personal injury. 3D Oil could
become subject to liability if, for example, there is environmental pollution and consequential
clean up costs at a later point in time or there is damage or loss occurring as a result of these
risks which materially adversely affect 3D Oil's operations and give rise to claims against 3D
Oil. It is not possible to quantify any such contingent liability. Whilst no guarantee can be
given, 3D Oil is not aware of any advices which would suggest that there is any particular
exposure in relation to any of its present interests.
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4.10.5 Variance in Costs
The cost of development and exploration of 3D Oil's permits may vary with changes in such
things as exchange rates and geological and technical conditions encountered during the
drilling of wells and construction of production facilities, increases in the cost of equipment,
shortages or delays and market fluctuations. A substantial development cost overrun could
have a material adverse effect on the profitability of 3D Oil.
4.10.6 Drilling
Although 3D Oil has completed the drilling of the West Seahorse-3 well and the Wardie-1 well,
3D Oil expects to conduct further drilling activities in due course. Drilling is a capital intensive
and complex activity, involves inherent risks. Drilling activities may be curtailed, postponed or
cancelled due to unfavourable geological condition (including unsuitable conditions of the
seafloor), unfavourable climactic conditions, mechanical difficulties, delays in the delivery of
the rigs or other equipment. Drilling may also result in unprofitable outcomes as a well may be
dry or may not be sufficiently productive to justify commercial development or cover costs.
Completion of a well does not guarantee a profit on the investment or a recovery of all costs.
4.10.7 Environmental Risks
Whilst no guarantee can be given as to the absence of environmental difficulties, 3D Oil is not
aware of any particular concern with respect to its planned exploration activities in relation to
its permits. In addition, the hydrocarbon industry has become subject to increasing
environmental regulatory requirements. 3D Oil may, from time to time, be required to comply
with such regulations, which includes obtaining environmental approvals, for its exploration
and production operations to continue. Any delays or failures in obtaining such approvals may
adversely impact on the economic performance of 3D Oil's operations.
4.10.8 Reliance on Directors and senior management
The responsibility of day to day management and the strategic management of 3D Oil is
concentrated within a small number of key persons, especially its senior management. If any
one of these people ceases their engagement with 3D Oil, this may have a detrimental impact
on 3D Oil's operations and performance.
4.10.9 Reliance on third parties
As set out in section 4, 3D Oil plans to engage third parties to assist with the planning, design,
development, exploration and management of its prospects. Although 3D Oil is confident of
engaging suitable consultants to assist it in its plans, there is no guarantee of securing the
services of these third parties in order to carry out 3D Oil’s stated objectives.
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4.11

General Economic and Market Risks

4.11.1 Commodity Price Risk
Shareholders should consider the impacts of supply and demand for commodities (especially
oil and gas), fluctuations in the prices of those commodities, exchange rates, Australia’s
inflation rates, taxation laws and interest rates. All of these factors have a bearing on operating
costs, potential revenue and share prices. In particular, the price of oil directly affects the
financial viability of any reserves discovered. The price of oil immediately prior to the date of
this Target's Statement is approximately US$52 per barrel.
4.11.2 Economic Risk
As 3D Oil is an exploration and development company, the market’s perception of the value of
its Shares can alter significantly from time to time which can cause fluctuations in price.
Fluctuations may also occur as a result of factors influencing the price of Shares in exploration
and development companies or share prices generally, as well as drilling activities by other
parties in the same general region.
4.11.3 Government Approvals
The impact of actions by governments may affect 3D Oil's operations including matters such
as necessary approvals, taxation and royalties which are payable on the proceeds of the sale
of any successful production. Further, the ongoing conditions in relation to permits as well as
the renewal of permits are each to a certain extent a matter of governmental discretion and no
guarantee can be given in this regard.
The above list of risk factors should not be taken as exhaustive of the risks faced by 3D Oil or
by investors. The above factors, and others not specifically referred to above, may in the
future materially affect the performance of 3D Oil and the value of the Shares.
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Section 5: The Offer Information
5.1

The Offer
On 16 January 2009, Drillsearch announced its intention to make the Offer, being an offer to
Shareholders to acquire all of their Shares. On 6 March 2009, Drillsearch announced its
Bidder’s Statement, which contains the Offer and which was subsequently sent to
Shareholders.

5.1.1

What Drillsearch is Offering
The consideration being offered to you under the Offer is 4 Drillsearch Shares for each Share
you hold.
The Offer is to acquire all Shares on issue at the Relevant Date, including any rights attaching
to those Shares. The Offer does not extend to Shares that are issued during the Offer Period
as a result of the exercise of Options.
You may only accept the Offer for all of your Shares. You cannot accept the Offer for only
some of your Shares.
The consideration that Drillsearch has offered will only become issuable to you if all of the
conditions of the Offer are satisfied or waived. These conditions are summarised in section
5.2.

5.1.2

Offer Period
The Offer is scheduled to close at 7.00pm (Sydney time) on 27 April 2009, unless Drillsearch
extends the Offer Period in accordance with the Corporations Act.

5.1.3

Withdrawal by Drillsearch
Drillsearch may be able to withdraw its Offer with the written consent of ASIC, subject to the
conditions (if any) specified in such consent.

5.1.4

Lapse of the Offer
The Offer will lapse if, at the end of the Offer Period, the conditions to which the Offer is
subject are not satisfied or waived. If this occurs then any contracts resulting from acceptance
of the Offer by Shareholders will become void. If the Offer lapses then Shareholders who have
accepted the Offer will continue to own the Shares the subject of any such acceptances and
will be free to deal with them as they choose.

5.2

Conditions of the Offer
The Offer is subject to a number of conditions. Those conditions are set out in full in Annexure
A, clause 7 of Drillsearch's Bidder’s Statement.
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By way of a broad overview, the conditions of the Offer include:
a) Drillsearch acquiring a relevant interest in at least 50.1% of the Shares;
b) Drillsearch obtaining all regulatory approvals in relation to ownership and operation of 3D
Oil;
c) no order or injunction is issued by any court or other restraint is in effect at the close of the
Offer;
d) 3D Oil does not do or omit to do anything which causes or is likely to cause any licence or
permit to be adversely impacted;
e) 3D Oil does not enter into any arrangements involving an acquisition, leasing, disposition,
or increasing its level of indebtedness, or making any capital expenditure, in excess of
$500,000;
f)

3D Oil does not declare any dividends or other form of distribution to its members;

g) 3D Oil does not create any encumbrances over a substantial part of its business or
property;
h) 3D Oil is not a party to any material proceeding which exposes it to a potential liability in
excess of $500,000 or has material impact on its business, except if such proceeding is
instigated by 3D Oil;

5.3

i)

no 3D Oil Material Adverse Change (as defined in the Bidder's Statement) occurs in
relation to 3D Oil, essentially being something which could reasonably be expected to
adversely impact on 3D Oil's earnings or net assets by $500,000 or more; and

j)

3D Oil does not issue any new Shares or Options;

Consequences of Conditions Not Being Satisfied
3D Oil considers that there is a risk that some of the conditions of the Offer may not be
satisfied.
You should be aware that, even if the conditions of the Offer are not satisfied (or are triggered,
as appropriate), they may be waived by Drillsearch.
If any condition is unsatisfied (or has been triggered), and has not been waived, Drillsearch
can decide whether or not to proceed with the acquisition of Shares under its Offer or allow its
Offer to lapse as a result of unsatisfied conditions. In those circumstances, generally speaking,
Drillsearch would not have to decide whether to proceed with the acquisition of Shares under
its Offer until the date that it is required to provide its Notice of Status of Conditions (namely 17
April 2009) which can be postponed if the Offer Period is extended.

5.4

Notice of Status of Conditions
The Drillsearch Bidder's Statement indicates that Drillsearch will give a Notice of Status of
Conditions by 17 April 2009.
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Drillsearch is required to set out in its Notice of Status of Conditions:


whether the Offer is free of any or all of the conditions of the Offer;



whether, so far as Drillsearch knows, any of the conditions have been fulfilled; and



Drillsearch's then current voting power in 3D Oil.

If the Offer Period is extended before the time by which that notice is to be given, the date that
Drillsearch must give its Notice of Status of Conditions will be taken to be postponed for the
same period. In the event of such an extension, Drillsearch is required, as soon as reasonably
practicable after the extension, to give notice to the ASX and 3D Oil that states the new date
for giving the Notice of Status of Conditions.
In addition, if a condition of the Offer is fulfilled during the Offer Period but before the date on
which the Notice of Status of Conditions is required to be given, Drillsearch must, as soon as
practicable, give the ASX and 3D Oil a notice that states that the particular condition has been
fulfilled.

5.5

Extension of the Offer Period
Drillsearch may extend the Offer Period at any time before giving the Notice of Status of
Conditions while the Offer is subject to conditions. However, if the Offer is unconditional (that
is, all the conditions are satisfied or waived), Drillsearch may extend the Offer Period at any
time before the end of the Offer Period.
In addition, there will be an automatic extension of the Offer Period if, within the last seven
days of the Offer Period:


Drillsearch improves the consideration under the Offer; or



Drillsearch's voting power in 3D Oil increases to more than 50%.

If either of these two events occurs within the last seven days of the Offer Period, the Offer
Period is automatically extended so that it ends 14 days after the relevant event occurs.

5.6

Effect of Acceptance and Rights of Withdrawal
Accepting Drillsearch's conditional Offer would (subject to the withdrawal rights discussed
below):


relinquish control of your Shares to Drillsearch with no guarantee of receipt of the
Offer Consideration until the Offer becomes, or is declared, unconditional;



prevent you from selling your Shares on the ASX;



give Drillsearch the option to keep your Shares if the conditions of its Offer are not
satisfied (by waiving the conditions) or allow the Offer to lapse (as discussed in section
5.3); and



prevent you from accepting any higher takeover bid that may be made by a third party
or any alternative transaction proposal that may be recommended by the Director.
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If you accept the Offer, you will have a right to withdraw your acceptance in some
circumstances. Those withdrawal rights comprise general statutory withdrawal rights under the
Corporations Act. In summary, under the Corporations Act, you may withdraw your
acceptance of the Offer if Drillsearch varies its Offer in a way that postpones, for more than
one month, the time when Drillsearch needs to meet its obligations under the Offer. This will
occur if Drillsearch extends the Offer Period by more than one month and the Offer is still
subject to conditions.
In those circumstances, you will have a period of one month after the date that the Offer is
extended to withdraw your acceptance. Your statutory withdrawal rights will terminate upon
the expiry of that one month period, although if the Offer Period is then further extended you
will receive further statutory withdrawal rights (that is, a further month long withdrawal right for
each and every extension thereafter).
If Drillsearch improves the Offer Consideration, all Shareholders who accept the Offer
(whether or not they have accepted prior to that improvement) will be entitled to the benefit of
that improved consideration.
The effect of acceptance of the Offer is set out in more detail in Annexure A, clause 4.9 of
Drillsearch's Bidder's Statement. You should read those provisions in full to understand the
effect that acceptance will have on your ability to exercise the rights attaching to your Shares
and the representations and warranties that you are deemed to give to Drillsearch by
accepting the Offer.

5.7

Compulsory Acquisition
Drillsearch may compulsorily acquire all remaining Shares under Part 6A.1 of the Corporations
Act if, by the end of the Offer Period, Drillsearch acquires a relevant interest in least 90% or
more of the Shares and has acquired 75% of the Shares which Drillsearch offered to acquire
under the Offer.
Shareholders should note the present intention of Mr Noel Newell who has an 18%
shareholding to reject the Offer.
Drillsearch has stated in section 4.2 of its Bidder's Statement that it intends to compulsorily
acquire the remaining Shares on issue as at the Relevant Date if it becomes entitled to do so.
It has also stated that if it becomes entitled to exercise general compulsory acquisition rights
under Part 6A.2 of the Corporations Act by acquiring 90% of Shares in 3D Oil, Drillsearch
intends to exercise those rights if they become available.
As the Offer does not extend to Shares that are issued on the exercise of Options after the
Relevant Date, it is not clear what Drillsearch's intentions are with respect to any Shares
issued as a result of any Options exercised. Similarly, the Offer does not extend to any new
Shares that may be issued after the Relevant Date for any other reason, and it is not clear
what Drillsearch's intentions are with respect to any new Shares that may be issued.
Compulsory acquisition is commenced by lodging a compulsory acquisition notice with ASIC
and sending the notice to the ASX and all remaining Shareholders who did not accept the
Offer.
Shareholders have statutory rights to challenge compulsory acquisition, but if Drillsearch
establishes to the satisfaction of a court that the consideration being offered for the securities
represents fair value, the court must approve the compulsory acquisition on those terms.
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Shareholders should be aware that if their Shares are compulsorily acquired, they are not
likely to receive payment until at least one month after the compulsory acquisition notice is
issued by Drillsearch.
If Drillsearch becomes entitled to compulsorily acquire all remaining Shares then any Options
not exercised by the end of the Offer Period will lapse.

5.8

Implications if Drillsearch Acquires Less than 90% of the Shares
The Offer is subject to a minimum acceptance condition of 50.1%. If Drillsearch obtains a
majority shareholding in 3D Oil of less than 90%, those Shareholders who do not accept the
Offer will become minority shareholders in 3D Oil. This has a number of possible implications,
including:


Drillsearch will be in a position to cast the majority of votes at a general meeting of 3D Oil.
This will enable it to control the composition of the Board and senior management and
control the strategic direction of the businesses of 3D Oil and its subsidiaries;



Drillsearch has stated in section 4.3 of its Bidder's Statement that, subject to the
Corporations Act and 3D Oil's constitution, Drillsearch intends to appoint nominees of
Drillsearch to the Board whilst retaining an appropriate number of independent directors to
represent minority shareholders;



Drillsearch has also indicated that to the extent possible and appropriate it will attempt to
implement the same goals and objectives it has for 3D Oil if it had obtained 90% or more
of Shares in 3D Oil at the Relevant Date, such as consolidating the Melbourne office with
Drillsearch's Sydney office and possible reductions in employee numbers as a result of the
consolidation;



if Drillsearch acquires 75% or more of the Shares, it will be able to pass special
resolutions at meetings of Shareholders. This will enable Drillsearch to, among other
things, change 3D Oil's constitution;



some or all of the claimed benefits from a merger referred to in the Drillsearch Bidder's
Statement may not be achieved;



the liquidity of the Shares is likely to be significantly lower than at present; and



the market price of Shares might fall below the value implied by the Offer (recognising also
that the Drillsearch market price will also vary from time to time).

Drillsearch may waive its 50.1% minimum acceptance condition and hence may obtain a
shareholding in 3D Oil of less than 50.1%. This has a number of possible implications,
including:


several of the implications set out above (relating to the possibility that Drillsearch obtains
a majority shareholding) might also apply by virtue of a de facto controlling stake even if
that is not an absolute controlling stake; and



the Pre-Bid Acceptance Agreement terminates if Drillsearch waives the minimum
acceptance condition at a time when Drillsearch has a relevant interest in fewer than 72
million Shares (approximately 35%).
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5.9

Pre-Bid Acceptance Agreement
The Pre-Bid Acceptance Agreement terminates in a range of circumstances. This includes:


if Drillsearch waives the minimum acceptance conditions at a time when Drillsearch has a
relevant interest in fewer than 72 million Shares (approximately 35%);



if the Board supports an alternative third party proposal subject to certain procedural
aspects being satisfied;



various matters within the control of Drillsearch, such as:
o

if Drillsearch issues any shares (other than pursuant to the exercise of Options);

o

if the Offer is withdrawn; and

o

in various other circumstances.

It is not appropriate for 3D Oil to speculate at this stage whether or not the Pre-Bid
Acceptance Agreement will or will not be terminated.
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Section 6: Additional Information
6.1

Directors' Recommendation and Intentions
In assessing the Offer, your Directors have had regard to a number of considerations,
including the information set out in the Drillsearch Bidder's Statement.
Based on this assessment, and for the reasons set out in this Target's Statement, your
Directors current recommendation to Shareholders is to REJECT the Offer.
Each Director of 3D Oil who holds or has a relevant interest in any Shares currently intends to
reject the Offer in relation to those Shares.

6.2

Interests of the Board
As at the date of this Target's Statement, 3D Oil had 206,560,000 Shares and 12,830,000
Options on issue.
The number, description and amount of securities of 3D Oil in which each of the Directors of
3D Oil has a relevant interest are as follows:
Name

Shares Held

Options
Held

Options
Vested

Exercise
Price

Expiry Date

Campbell Horsfall

Nil

500,000

500,000

50 cents

31 January 2011

Noel Newell

37,461,450

4,000,000

4,000,000

50 cents

31 January 2011

Melanie Leydin

Nil

Nil

N/A

N/A

N/A

In the four months immediately preceding 25 March 2009, being the date of the Offer, no
Director of 3D Oil provided or agreed to provide, or received or agreed to receive,
consideration for any marketable securities of 3D Oil under a sale, purchase or agreement for
sale or purchase of such securities.
None of the Directors of 3D Oil has any relevant interest in any marketable securities of
Drillsearch.
In the four months immediately preceding 25 March 2009, being the date of the Offer, no
Director of 3D Oil provided or agreed to provide, or received or agreed to receive,
consideration for any marketable securities of Drillsearch under a sale, purchase or agreement
for sale or purchase of such securities.
Other than as set out in this Target’s Statement, no Director of 3D Oil is party to any
agreement or arrangement with any other person in connection with or conditional on the
outcome of the Offer.
No Director of 3D Oil has any interest in any contract entered into by Drillsearch.
Except as set out in this Target's Statement, no benefit (other than a benefit permitted by
section 200F or 200G of the Corporations Act) will or may be given to a Director of 3D Oil:
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6.3



in connection with their retirement from office in 3D Oil or a related body corporate of 3D
Oil; or



in connection with the transfer of the whole or any part of the undertaking or property of
3D Oil.

Potential Impact of the Offer on 3D Oil's Agreements
3D Oil is not aware of any contract that has been entered into by 3D Oil that contains a
change of control provision which will be triggered if Drillsearch acquires more than 50.1% of
Shares as a result of its Offer.

6.4

Litigation
Except as previously disclosed to the ASX there is no current litigation against 3D Oil and the
Directors have no knowledge of any potential litigation.

6.5

Options
3D Oil has the following Options on issue:
Exercise Price

Number

Number which have
vested

Expiry date

50 cents

6,100,000

6,100,000

31 January 2011

60 cents

6,330,000

6,330,000

31 January 2011

75 cents

400,000

Nil (all 400,000 vest on
31 March 2010)

31 March 2013

Total

12,830,000

The Option terms all provide that if there is a takeover which results in a bidder being entitled
to compulsorily acquire all of the Shares of 3D Oil, then any Options not exercised by the end
of the bid period automatically lapse.
4 million Options exercisable at $0.50 have recently expired unexercised.

6.6

Taxation Considerations for Shareholders
Acceptance of the Offer by you is likely to have tax consequences. You should note that scrip
for scrip capital gains tax roll-over relief may not be available if you accept the Offer. This relief
is only available if Drillsearch obtains acceptances of at least 80% of 3D Oil. The minimum
acceptance condition for the Offer is 50.1%. Accordingly if Drillsearch obtains acceptances for
less than 80% of 3D Oil Shares, then you will not be entitled to scrip for scrip capital gains tax
roll-over relief. You should also note the present intention of Mr Noel Newell as an 18%
Shareholder to reject the Offer.
The tax consequences for you will depend on your individual circumstances.
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Section 8 of the Drillsearch Bidder’s Statement sets out a general overview of the Australian
tax implications of a Shareholder accepting the Offer, and disposing of their Shares to
Drillsearch. You should not rely on it as advice on your own affairs. It does not deal with the
position of all Shareholders. You should seek your own independent financial and taxation
advice, which takes into account your personal circumstances, before making a decision as to
whether or not to accept the Offer for your Shares.

6.7

Change in Financial Position of 3D Oil Since Last Financial Report
3D Oil’s last published financial statements are for the six months ended 31 December 2008,
as set out in its Half Yearly Report lodged with the ASX on 6 March 2009. Except as disclosed
in this Target’s Statement and in any announcement made by 3D Oil to the ASX since 6
March 2009, your Directors are not aware of any material change to the financial position of
3D Oil since 31 December 2008.

6.8

Consent to Inclusion of Statements
The following persons have given and have not, before the date of this Target’s Statement,
withdrawn their consent to the inclusion of the following information in the form and context in
which it is included, and to all references in this Target’s Statement to that information in the
form and context in which they appear:

6.9



Dr Rodney Halyburton;



Dr Andrew Wadsley;



Gresham Advisory Partners Limited;



Baker & McKenzie; and



Computershare Investor Services Pty Limited.

Disclaimers Regarding Responsibility
Each person or organisation named above as having given consent to the inclusion of a
statement in this Target’s Statement (or who is otherwise named in this Target’s Statement as
acting in a professional capacity for 3D Oil in relation to the Offer):


does not make, or purport to make, any statement in this Target’s Statement or any
statement on which a statement in this Target’s Statement is based other than, in the case
of a person referred to above as having given their consent to the inclusion of a statement,
a statement included in this Target’s Statement with the consent of that person; and



to the maximum extent permitted by law, expressly disclaims and takes no responsibility
for any part of this Target’s Statement, other than, in the case of a person referred to
above as having given their consent to the inclusion of a statement, any statement or
report which has been included in this Target’s Statement with the consent of that party.
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6.10

Class Order Relief – reference to statements
ASIC has published various "Class Order" instruments providing for modifications and
exemptions that apply generally to all persons, including 3D Oil, in relation to the operation of
Chapter 6 of the Corporations Act. 3D Oil may rely on this class order relief.
3D Oil has relied on the modification to section 636(3) of the Act set out in paragraph 11 of
ASIC Class Order 01/1543 "Takeover Bids" to include references to certain statements by
Drillsearch and other persons in this Target's Statement without obtaining the consent of
Drillsearch or those other persons.
The relevant statements were respectively taken from:


the Drillsearch Bidder's Statement;



Drillsearch's announcements to the ASX on 11, 12 and 16 January 2009 in which it
publicly announced details of the Pre-Bid Acceptance Agreement and its intention to make
the Offer;



Drillsearch's AGM Presentations announced to ASX on 28 November 2008;



Drillsearch Annual and Half Yearly Reports to Shareholders announced to ASX since
2000;



Great Artesian and Drillsearch merger presentation announced to the ASX on 18 April
2008.

As required by ASIC Class Order CO 01/1543, 3D Oil will make available a copy of these
documents (or of relevant extracts from these documents), free of charge, to Shareholders
who request them during the Offer Period. To obtain a copy of these documents (or the
relevant extracts), Shareholders may telephone 3D Oil on + 61 3 9650 9866.

6.11

No other Material Information
This Target's Statement is required to include all the information that Shareholders and their
professional advisers would reasonably require to make an informed assessment whether to
accept the Offer, but:


only to the extent to which it is reasonable for Shareholders and their professional
advisers to expect to find such information in this Target's Statement; and



only if the information is known to any of the Directors.

The Directors are of the opinion that the information that Shareholders and their professional
advisers would reasonably require to make an informed assessment whether to accept the
Offer is:


the information contained in the Drillsearch Bidder's Statement;



the information contained in 3D Oil's releases to the ASX prior to the date of this Target's
Statement; and



the information contained or referred to in this Target's Statement.
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6.12

Approval of this Target's Statement
This Target's Statement has been approved by a resolution of the Directors.
Signed by each of the Directors of 3D Oil, in accordance with the Corporations Act.

Campbell Horsfall

Noel Newell

Melanie Leydin

Dated 27 March 2009
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Section 7
Definitions and
Interpretation
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Section 7: Definitions and Interpretation
7.1

Definitions
In this Target's Statement the following words have these meanings unless the contrary
intention appears or the context otherwise requires:
$ or dollar

Australian dollars, unless otherwise stated

3D Oil or the Company

3D Oil Limited

3D Oil Shares

Fully paid ordinary shares in the capital of 3D Oil

ASIC

Australian Securities and Investments Commission

ASTC Settlement Rules

The rules of the ASX Settlement and Transfer Corporation Pty
Limited from time to time

ASX

ASX Limited or the financial market which it operates, as the
context requires

ASX Listing Rules or Listing Rules

The official listing rules of the ASX

basin

A depression of large size in which sediments have been
accumulated

Bidder's Statement

The bidder's statement dated 25 March 2009 relating to the
Offer prepared by Drillsearch

Board

The board of directors of 3D Oil

C$

Canadian dollars

CGT

Capital gains tax

Circumpacific

Circumpacific Energy Corporation, a company incorporated in
Canada and listed on the Canadian Venture Exchange under
the symbol “CER.V”

Contingent Resource

Those quantities of petroleum which are estimated, on a given
date, to be potentially recoverable from known accumulations,
but which are not currently considered to be commercially
recoverable.
It is recognised that some ambiguity may exist between the
definitions of contingent resources and unproved reserves. This
is a reflection of variations in current industry practice. It is
recommended that if the degree of commitment is not such that
the accumulation is expected to be developed and placed on
production within a reasonable timeframe, the estimated
recoverable volumes for the accumulation be classified as
contingent resources.
Contingent Resources may include, for example, accumulations
for which there is currently no viable market, or where
commercial recovery is dependent on the development of new
technology, or where evaluation of the accumulation is still at
an early stage.

Corporations Act

The Corporations Act 2001 (Cth)

cps

Cents per share
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Designated Authority

The Designated Authority for an offshore area of an Australian
State or Territory is constituted by the responsible State or
Territory government minister. The term Designated Authority
may also be used to describe the State or Territory government
officials who assist the Designated Authority and have powers
delegated to them by the Designated Authority.

Directors

The members of the Board

Drillsearch

Drillsearch Energy Limited

Drillsearch Shares

Fully paid ordinary shares in Drillsearch

fault

A fracture in the Earth's crust along which the rocks on one side
are displaced relative to those on the other

farmout

The commercial arrangement in which an incoming partner
earns an interest in a permit by funding a proportion of the
exploration costs, while the partner owning the permit pays a
reduced contribution.

FEED

Front end engineering and design

field

Geographical area under which an oil or gas reservoir lies

free cash flow

Net cash flow generated from operating activities less net cash
flows used in investing activities

Great Artesian

Great Artesian Oil & Gas Limited

lead

Inferred geologic feature or structural pattern requiring further
investigation

MMboe

Million barrels of oil equivalent

MMstb

Million stock tank barrels

MOPU

Mobile offshore production unit

Notice of Status of Conditions

The notice required to be given under section 630(3) of the
Corporations Act relating to the status of conditions under the
Offer.

Offer or Drillsearch’s Offer or the
Drillsearch Offer

The offer by Drillsearch for Shares under the Bidder's
Statement

Offer Period

The period during which the Offer remains open for acceptance
in accordance with Drillsearch's Bidder's Statement

Offer Consideration

The consideration under the Offer for each Share. As at the
date of this Target's Statement, that consideration is 4
Drillsearch Shares for each Share

Options

Options to subscribe for Shares

Person

An incorporated or unincorporated body or association as well
as a natural person

Pre-Bid Acceptance Agreement

The agreement between Drillsearch and certain Shareholders
representing 19.9% of 3D Oil Shares agreeing to accept into
the Offer if certain conditions are satisfied, in the form disclosed
to ASX on 12 and 13 January 2009

Possible Reserves (3P)

Those additional reserves that are less certain to be recovered
than Probable Reserves. The total quantities ultimately
recovered from the project have a low probability to exceed the
sum of Proved and Probable and Possible (3P) being the high
estimate scenario. In this context, when probabilistic methods
are used, there should be at least a 10% probability that the
actual quantities recovered will equal or exceed the 3P
estimate.
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Possible Reserves may be assigned to areas of a reservoir
adjacent to Probable where data control and interpretations of
available data are progressively less certain
Probable Reserves (2P)

Those unproved reserves which analysis of geological and
engineering data suggests are more likely than not to be
recoverable. In this context, when probabilistic methods are
used, there should be at least a 50% probability that the
quantities actually recovered will equal or exceed the sum of
estimated Proved plus Probable Reserves. When probabilistic
methods are used this corresponds to P50 value, being the
value for which there is at least a 50% probability that the
quantities actually recovered will equal or exceed that value.

prospect

A feature thought to be sufficiently defined to warrant the
drilling of a well either without the necessity of further
investigation or following more detailed seismic surveys

Prospective Resources

Those quantities of petroleum which are estimated on a given
date to be potentially recoverable from undiscovered
accumulations

Proved Reserves (1P)

Those quantities of petroleum which, by analysis of geological
and engineering data, can be estimated with reasonable
certainty to be commercially recoverable, from a given date
forward, from known reservoirs and under current economic
conditions, operating methods, and government regulations.
Proved Reserves can be categorised as development or
undeveloped.

Relevant Date

The date set by Drillsearch under section 633(2) of the
Corporations Act, being 8am on 11 March 2009

reserves

Reserves are those quantities of hydrocarbons which are
anticipated to be commercially recovered from known
accumulations from a given date. All reserve estimates involve
some degree of uncertainty

reservoir

Pervious and porous rocks (usually sandstone, limestone or
dolomite) capable of containing significant quantities of
hydrocarbons

seismic survey

A technique for determining the detailed structure of the rocks
underlying a particular area by passing acoustic shock waves
into the strata and detecting and measuring the reflected
signals. 2D seismic data is collected along a line which results
in an image along a profile vertically below the line while 3D
seismic data is collected across an area which results in an
image of a volume vertically below the area.

Shareholder

Person registered in the register of members of 3D Oil as a
holder of one or more Shares

Shares

Fully paid ordinary shares in the capital of 3D Oil

Target's Statement

This document, being the statement of 3D Oil pursuant to the
Corporations Act relating to the Offer

US$

United States dollars

VWAP

Volume weighted average price

West Seahorse

West Seahorse oil field located within the Vic/P57 permit in the
Gippsland Basin, Victoria, which is 100% owned by 3D Oil
Limited
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7.2

General Interpretation
The following rules of interpretation apply unless the contrary intention appears or the context
requires otherwise:
(a)

a reference to time is a reference to Sydney time;

(b)

headings are for convenience only and do not affect interpretation;

(c)

the singular includes the plural and conversely;

(d)

a reference to a section is to a section of this Target’s Statement;

(e)

a gender includes all genders;

(f)

where a word or phrase is defined, its other grammatical forms have a corresponding
meaning;

(g)

$, dollar or cents is a reference to the lawful currency in Australia, unless otherwise
stated;

(h)

a reference to a person includes a body corporate, an unincorporated body or other
entity and conversely;

(i)

a reference to a person includes a reference to the person's executors, administrators,
successors, substitutes (including persons taking by novation) and assigns;

(j)

a reference to any legislation or to any provision of any legislation includes any
modification or re-enactment of it, any legislative provision substituted for it and all
regulations and statutory instruments issued under it;

(k)

a reference to any instrument or document includes any variation or replacement of it;

(l)

a term not specifically defined in this Target’s Statement has the meaning given to it (if
any) in the Corporations Act or the ASTC Settlement Rules, as the case may be;

(m)

a reference to a right or obligation of any two or more persons confers that right, or
imposes that obligation, as the case may be, jointly and individually; and

(n)

the words “include”, “including”, “for example” or “such as” are not used as, nor are
they to be interpreted as, words of limitation, and, when introducing an example, do
not limit the meaning of the words to which the example relates to that example or
examples of a similar kind.
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Company Secretary
Melanie Leydin
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Computershare Investor Services Pty Limited
GPO Box 52
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Tel: +61 3 9650 9866
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Website
www.3doil.com.au
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Legal Adviser

Gresham Advisory Partners Limited
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Baker & McKenzie
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