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Wombat Gas Project - Commercial Update 

Key Highlights:  

• Lakes Blue Energy’s has been in discussions with several Victorian Government 
departments in relation to the strategic role the Wombat Gas Field could play 
in providing material support to Victoria's future energy security requirements. 

• Lakes has prepared two briefing papers outlining the potential economic, 
energy and infrastructure benefits that successful development of the 
Wombat Project may deliver to Victoria specifically addressing. 

o Potential market contribution from the Wombat Project to future domestic 
gas supply given implied forecast Victorian gas supply shortfall; and 

o Examining the potential role of the Wombat Project in supporting the State 
Government's artificial intelligence and digital infrastructure objectives. 

• These discussions clearly identify there is a very real and attractive market in 
Victoria for Wombat gas production.  Modelling this demand for gas and field 
development scenarios that leverage the proximity of Wombat to gas 
transmission infrastructure Lakes believes that the Wombat Gas Project has 
the potential to underpin a A$605 million (NPV10), 58% IRR development, with 
first gas targeted for Q1 2029 

Lakes Blue Energy NL (ASX: LKO) (Lakes or the Company) advises that it has recently engaged in a 
series of constructive discussions with a number of Victorian Government departments regarding 
the potential role of the Wombat Gas Project in supporting Victoria's future energy requirements 
and emerging artificial intelligence and data infrastructure sectors. 

The discussions have focused on the potential contribution of the Wombat Project to: 

• improving domestic gas supply security in Victoria; 
• supporting firm energy requirements associated with artificial intelligence and data centre 

developments; 
• assisting regional development in Gippsland; 
• complementing Victoria's renewable energy transition objectives; and 
• supporting future industrial, digital and energy infrastructure requirements. 
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As part of these discussions, Lakes has prepared two briefing papers outlining potential 
development opportunities associated with the Wombat Project. The first paper considers 
projected Victorian gas supply shortfalls identified in market forecasts and outlines how future 
production from the Wombat Project may contribute to domestic gas supply. The second paper 
has been prepared at the request of Development Victoria and examines the potential role of the 
Wombat Project in supporting future AI-related infrastructure opportunities, including the 
possible development of integrated energy and data infrastructure projects in Gippsland. 

Lakes emphasises that these discussions remain preliminary and do not constitute any agreement, 
commitment, endorsement, funding arrangement or development approval by the Victorian 
Government, Development Victoria or any other government agency. 

Victorian Energy Context 

AEMO (Australian Energy Market Operator) forecasts indicate declining Victorian domestic gas 
production and increasing reliance on imported gas supplies over the coming decade. Lakes 
believes that, should commercial production ultimately be established, the Wombat Gas Project 
has the potential to contribute to future domestic gas supply requirements. 

Lakes also believes that local gas supply may play an important role in supporting firm energy 
generation requirements associated with future data centre developments and AI-related 
infrastructure projects. Lakes is in discussion with the Victorian Government about the role that 
the Wombat Gas Field can play in supporting that firm generation requirement. 

Conceptual Development Study – Wombat Project 

In conjunction with the engagement with the Victorian Government and utilising the data and 
technical studies with respect to the Wombat Gas Project, and nearby Trifon-Gangell 
accumulation, collected to date, Lakes has undertaken preliminary internal development studies 
to assess the potential economic contribution of the Wombat Project once developed. 

The Wombat Project contains a certified 2C Contingent Resource of 329 Bcf1. Further, previous 
independent production studies have modelled potential production rates of 50 to 55 TJ/day2 
from the Wombat Project under certain development scenarios. Based on these figures and the 
Reference Case Assumptions set out below, Lakes’s conceptual study has modelled the following 
potential economic outcomes for the Wombat Project: 

Economic Outcome Reference Case 

Post-tax NPV10 Approximately A$605 million 

Post-tax IRR Approximately 58% 

Payback Period Approximately 1.4 years from first gas 

Peak Annual Revenue Approximately A$265 million in 2040 (3% escalation 
basis) 
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The Parameters and Reference Case Assumptions on which Lakes’s conceptual study is based are 
set out below: 

Parameter Reference Case Assumption 

Working Interest (Lakes) 100% PRL 2 

First Gas Q1 2029 

Production Life Approximately 17 years 

Total Production Approximately 250 PJ (i.e. 240 Bcf of the current 329 Bcf 
2C contingent resources at the Wombat Field) 

Peak Production Rate Up to 55 TJ/day 

Initial Development Wells 8 (targeted to be drilled between 2027 and 2029) 

Infill Wells 12 (targeted to be drilled in years 2029 to 2036 after first 
gas) 

Initial Development Capital Approximately A$169 million 

Infill Well Capital A$84 million (expected to be funded out of future 
revenue) 

Abandonment Capital Approximately A$38 million (expected to be funded out of 
future revenue) 

Plant Availability 96% 

Reference Gas Price A$12/GJ 

Discount Rate 10% 

Royalties Approximately 22% (Government and Lakes Royalty Trust) 

Corporate Tax Rate 30% 

The Reference Case Assumptions are further discussed and are the subject of the sensitivity 
analysis set out in Appendix 1. 

 

 



 

 
24 - 26 Kent Street, Millers Point,  

Sydney, NSW, 2000 

www.lakesblueenergy.com.au +61 3 9629 1566 

Conceptual Study Assumptions 

Lakes’s conceptual study with regards to the economic potential of the Wombat Project is subject 
to the following key assumptions: 

Key Assumptions Discussion 

Successful remediation of 
Wombat-5 

The reference case assumes the planned Wombat-5 workover 
and remediation program is completed successfully and 
restores the well to suitable condition for flow testing and 
production. Lakes considers this reasonable on the basis of the 
engineering assessment underpinning the current remediation 
plan and the well and reservoir data obtained to date. 

Future development well 
performance 

Each well is assumed to perform in line with the type-curve and 
rate assumptions derived from the previous independent 
production studies for the Wombat reservoir. Lakes considers 
this reasonable given those studies reflect the field’s geological 
and reservoir characterisation. 

Pressure and permeability 
characteristics 

Reservoir pressure and permeability are assumed to be 
consistent with values interpreted from existing well, log and 
test data. These parameters are considered reasonable on the 
basis of that data. 

Future drilling outcomes The 8 initial and 12 infill wells are assumed to be drilled 
successfully and to encounter reservoir consistent with the 
geological model. Prior to development drilling a 3D seismic 
survey will be conducted over the whole Wombat structure.  
Lakes considers that historic well data and 3D seismic 
interpretation will support optimum development well 
placement, while recognising drilling always carries some 
geological and operational risk. 

Infrastructure availability The study assumes timely access to existing pipeline 
infrastructure required to deliver gas to market. This is 
considered reasonable given the project’s proximity to existing 
infrastructure and initial discussions with pipeline operators.  

Availability of contractors, 
equipment and services 

Drilling rigs, contractors, equipment and services are assumed 
to be available at the times and costs used in the model. This is 
considered reasonable in the context of current Australian 
onshore oil and gas sector conditions, recognising availability 
and cost are subject to market cycles. 
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No material adverse changes 
in economic, market or 
regulatory conditions. 

The reference case assumes no material adverse change in 
economic, commodity market, fiscal or regulatory conditions 
over the development and production period. This is a standard 
modelling assumption; the impact of variation is addressed in 
the key risks below and the sensitivity analysis in Appendix 1. 

Further, the conceptual model is particularly sensitive to future gas production rates. The assumed 
peak production rates of up to 55 TJ/day are derived from historical production studies and the 
vast majority of the assumptions set out above will impact peak production rates. Actual 
production rates may differ materially from those assumed in the conceptual study. Lower 
production rates would be expected to reduce project revenues, net present value, internal rates 
of return, annual cash flows and payback periods. Variations in production rates may also 
materially affect development timing, project capital requirements and estimated financial 
outcomes. 

Conceptual Study Risks 

Lakes’s conceptual study with regards to the economic potential of the Wombat Project is subject 
to the following key risks: 

Key Risks Discussion 

Regulatory Approval Risk Lakes will need multiple regulatory consents, approvals and 
renewals before it is able to achieve first gas from the Wombat 
Project. A failure to obtain any of those consents, approvals or 
renewals would mean that the ability of Lakes to develop the 
Wombat Project will be limited or restricted either in part or 
absolutely. Further, where consents, approvals or renewals are 
granted, they may be on terms that are not acceptable to Lakes 
or otherwise are not contemplated by Lakes conceptual study. 
All of which may adversely impact the economic outcomes 
projected by the conceptual study.  

Funding and Financing Risk Lakes will need to raise funds to develop the Wombat Project, 
estimated to be $169 million in the conceptual model.  There is 
no assurance that Lakes will be able to secure sufficient funding 
whether by way of debt, equity or otherwise. 

If Lakes is able to secure additional funding, there is no 
assurance that such funding will be on terms which are 
acceptable to Lakes or its shareholders; or that such funding will 
be sufficient to finance Lakes until it is able to generate 
cashflow from the sale of its products.  Further, if Lakes is only 
able secure financing in part, it may delay its development of 
the Wombat Project, which will further impact on when it is 
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able to obtain first gas, and the economic outcomes projected 
by the conceptual study. 

Additional equity funding will dilute the holdings of existing 
shareholders. 

Development and Execution 
Risk 

Development of the Wombat Project requires drilling of initial 
and infill wells, construction and commissioning of processing 
and related facilities, and integration with existing 
infrastructure. Projects of this nature carry risks of cost overrun, 
schedule delay, contractor or equipment unavailability, 
technical and operational difficulty, and failure to achieve 
design throughput. Any of these risks may increase the capital 
assumed in the conceptual study, delay first gas beyond the 
assumed Q1 2029, or reduce production. Each of these adverse 
scenarios would negatively impact the modelled economic 
outcomes projected by the conceptual study. 

Reservoir Performance Risk The conceptual study relies on assumptions regarding reservoir 
deliverability, pressure, porosity, permeability and recovery 
derived from previous independent studies and existing well 
data. The reservoir may not perform as assumed actual flow 
rates, decline behaviour, water production or recoverable 
volumes may differ from modelled values, and the assumed 
peak of up to 55 TJ/day and recovery of approximately 240 Bcf 
(of the 329 Bcf 2C Contingent Resource) may not be achieved. 
Lower reservoir performance would reduce production, 
revenue, net present value and internal rate of return, and may 
require additional wells or capital. 

Production Risk Sustained commercial production has not yet been 
demonstrated for the Wombat Gas Project. Production may be 
affected by well integrity issues, plant availability below the 
assumed 96%, deliverability constraints, gas quality, or the need 
for infill drilling earlier or with greater frequency than assumed. 

Infrastructure Risk The development assumes timely access to processing, pipeline, 
compression and related infrastructure on commercially 
acceptable terms. Such access may not be available when 
required, may be on less favourable terms than assumed, or 
may require additional capital from Lakes. Constraints on, or the 
cost of, third-party or shared infrastructure could delay the 
project and increase capital or operating costs, adversely 
affecting the projected economic outcomes. 

Environmental and 
Permitting Risk 

Issues can arise from time to time with respect to obtaining 
environmental approvals, abandonment bonds and costs, 
consequential clean-up costs and environmental concerns. 
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While the conceptual study has factored in a cost for the 
abandonment and rehabilitation of development wells drilled 
for the Wombat Project, it is not possible to quantify any such 
contingent liability or any changes to environmental legislation 
that could lead to future liabilities. Further, the law governing 
environmental protection is constantly evolving. Future laws 
and regulations may be more onerous, resulting in an increase 
to the costs of Lakes’s operations. 

The sensitivity analysis set out in Appendix 1 demonstrates the 
impact that fluctuations in abandonment and rehabilitation 
costs can have on the conceptual study, however, there is no 
guarantee that fluctuations will be limited to the parameters 
assumed in the sensitivity analysis. 

Market Demand Risk The supply and demand for commodities (especially oil and gas), 
prices of those commodities, exchange rates, Australia’s 
inflation rates, taxation laws and interest rates are all in 
constant state of flux. All these factors have a bearing on Lakes’s 
operating costs and its potential revenue. Further, energy prices 
are volatile and cannot be controlled.  Energy prices have 
fluctuated widely in recent years, and if the price of 
hydrocarbons falls significantly and remains depressed, this 
could affect the revenue that Lakes is able to generate from the 
Wombat Project and therefore the economic outcomes 
projected by the conceptual study. 

The sensitivity analysis set out in Appendix 1 demonstrates the 
impact that fluctuations in the price of gas and the corporate 
tax rate can have on the conceptual study, however, there is no 
guarantee that fluctuations will be limited to the parameters 
assumed in the sensitivity analysis. 

Lakes cautions that the conceptual study and the derived forecast financial information presented 
above is based on numerous assumptions relating to production rates, gas prices, capital 
expenditure, operating costs, development timing, financing, regulatory approvals and market 
conditions, and is subject to various risks, the realisation of any of which can have a material 
adverse impact on the outcome of the conceptual study and the future of Lakes. There can be no 
assurance that these assumptions will be realised, or that those risks will not arise. Accordingly, 
actual results may differ materially from those presented and no final investment decision may be 
made in favour of developing the project. Further, Lakes cautions investors that the production 
rates used in the conceptual development studies have not yet been demonstrated by sustained 
commercial production testing. 
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Reasonable Grounds Statement 

Having taken into consideration the assumptions and risks associated with the conceptual study, 
and the resultant forecast financial information set out above, Lakes considers that it has 
reasonable grounds for the production targets and forecast financial information contained in this 
announcement based upon: 

• the existing certified 2C Contingent Resources of the Wombat Project; 
• previous independent production studies; 
• historical reservoir and well data; 
• Wombat-5 drilling and testing results obtained to date; 
• current remediation and workover planning activities; 
• conceptual development studies undertaken by Lakes; and 
• management's assessment of the technical and commercial development potential of the 

Wombat Project. 

Whilst Lakes believes that it has reasonable grounds to make these forecasts, it nevertheless 
cautions that the production targets remain subject to significant technical, commercial, 
regulatory and funding risks. 

Contingent Resources and Reserves 

Lakes has not yet established Petroleum Reserves for the Wombat Project. The production targets 
and forecast financial information referred to in this announcement are based upon Contingent 
Resources. The estimated quantities of petroleum that may potentially be recovered by the 
application of future development projects relate to Contingent Resources and not Reserves. 

There is no certainty that further appraisal work, well remediation activities, testing programs or 
future development activities will result in the conversion of Contingent Resources to Reserves. 
There is also no certainty that the development scenarios contemplated by Lakes will be realised. 

Competent Person and Resource Information 

Lakes confirms that it is not aware of any new information or data that materially affects the 
information included in previous announcements regarding the Wombat and Trifon-Gangell 
Contingent Resources and confirms that all material assumptions and technical parameters 
underpinning those estimates continue to apply and have not materially changed. 

The estimated quantities of petroleum that may potentially be recovered by the application of 
future development projects relate to Contingent Resources. These estimates have both an 
associated risk of development and an associated risk of commerciality. Further appraisal and 
evaluation work is required to determine the existence of economically recoverable reserves. 
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This announcement has been authorised for release by the Board of Lakes Blue Energy. 

For further information please contact: 

Roland Sleeman  
Chairman 
Telephone: +61 3 9629 1566 

Appendices 

1 Key parameters, discussion and sensitivity analysis 

2 Additional financial disclosure 

3 Wombat Regulator Flyer 

4 Wombat AI Data Centre Flyer 
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APPENDIX 1 

Key parameters, discussion and sensitivity analysis 
 

Production Targets and Forecast Financial Information 

The production targets and forecast financial information contained in this announcement are 

derived from Lakes's conceptual development studies for the Wombat Project. The production 

targets are based on estimated future production from the Wombat Project and associated 

development assumptions. The forecast financial information, including estimated NPV, IRR, 

payback periods and revenue estimates, has been derived from these production targets. 

 

The reference case assumptions with regards to the parameters that underpin the financial 

forecasts in this announcement, and the basis for those assumptions is set out below: 

 

Reference Case Assumption Basis for Assumption 

Working Interest of 100% Lakes holds a 100% working interest in Petroleum 
Retention Licence (PRL) 2, which contains the 
Wombat field; the economics are modelled on that 
basis. 

First Gas at Q1 2029 Reflects the assumed schedule; allowing for final 
investment decision to be reached at Q2 2027 end, 
followed by an approximately 18-month program 
of detailed design, construction, installation and 
commissioning. 

Production Life of 17 years Derived from the modelled production profile, 
under which the field produces from Q1 2029 until 
the recovery cap is reached in approximately Q1 
2046. 

Total Production of ~250 PJ Represent recoverable sales gas of approximately 
240 Bcf, being approximately 72% of the Wombat 
Field’s certified 329 Bcf 2C Contingent Resource.  

Peak Production Rate of 55 TJ/day Previous independent production studies modelled 
peak rates of 50-55 TJ/day; the conceptual study’s 
modelled peak is approximately 54 TJ/day, 
achieved early in field life. 
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Reference Case Assumption Basis for Assumption 

8 Initial Development Wells The number of initial wells assumed in the prior 
development studies to establish plateau 
production, drilled during the 2027-2028 
construction period. 

12 Infill Wells Additional wells assumed to be drilled progressively 
over 2032-2036 to maintain plateau production 
and maximise resource recovery as initial wells 
decline. 

Initial Development Capital requirement of 
$169 million 

Comprises the processing plant and 
pipeline/facilities (approximately $113 million) and 
the 8 initial development wells (approximately $56 
million). 

Infill Well Capital requirement of $84 million The cost of the 12 infill wells (approximately $7 
million per well), incurred progressively over 2029-
2036 and assumed to be funded from project 
cashflow. 

Abandonment Capital requirement of $38 
million 

The estimated cost of well abandonment and site 
rehabilitation at the end of field life, included as a 
cost in the final period and assumed to be funded 
from project cash flow. 

Plant Availability of 96% Assumes the facilities have a downtime of 14 days 
per year, for planned and unplanned maintenance, 
a standard assumption for facilities of this type. 

Reference Gas Price of A$12/GJ Set deliberately at the low end of Lakes’ price 
assumptions, escalated at 3% per annum, providing 
a conservative basis for the reference case. 

Discount Rate of 10% Consistent with rates commonly applied to 
resource projects in the current financial climate; 
“NPV10” denotes net present values at this rate. 
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Reference Case Assumption Basis for Assumption 

Royalties of 22% Comprises a State royalty of 10% and a 12% 
Trustholder royalty, totalling 22% and applied per 
the applicable royalty arrangements. 

Corporate Tax Rate of 30% Australian Corporate Income Tax Rate. 

  

 

A sensitivity analysis of the key reference case assumptions is set out below to demonstrate a 

material change in those assumptions: 
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APPENDIX 2 

Additional financial disclosure 
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APPENDIX 3 

Wombat Regulator Flyer 
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APPENDIX 4 
Wombat AI Data Centre Flyer 
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