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Inquiry into resourcesexploration impediments

This submissionby JapanAustraliaLNG (MIMI) Pty Ltd (ABN 18 006303 180) to the Standing
Committeeon Industrial Resourcesis made in relation to the inquiry into resourcesexploration
impedimentsreferredto it by MinisterMacfarlaneon 24 May 2002.

MIMI’s main businessactivitiesrelateto its interestsin the NWS ProjectandrelatedExploration
Permit, licencesandleases,andit’s interestsin certainotherexplorationpermitsoffshoreWestern
Australia. Our submissionis madein relationto Petroleumexplorationonly.

Our consideration of impediments to exploration is necessarily founded on commercial
considerationsthat might influencea decisionto furtherexploreanarea.

The following commentshave beenstructuredto approximatelyaddressthe specific areasof
interestreferredto the Committee.Opportunitiesfor improvementsaresuggestedat theendof each
section.

Resourceendowmentand market considerations

In relation to exploration in substantiallygas-proneareas,a substantialimpedimentto further
exploration is lack of availablegasmarket — either domestically,or for Liquefied NaturalGas
(LNG). Australia has abundantdiscoveredgas — the majority of which is remotefrom market.
Furtherexplorationin gas-proneareasneedsto be in thoseareaswherethe chanceof alsofinding
eithergas-liquidsor oil is alsorelatively high. Given the relativelymaturenatureof explorationin
many developedand/orshallow-waterareas,MIMI is lookingto moreremoteand typically deep-
waterareasfor possibleliquids enrichment,but in which the costsof explorationareconsiderably
higher than for shallow-waterand/or developedareas,and for which prospectivityuncertaintyis
currentlyhigh.

Therearefew impedimentsto oil exploration in Australiathat rival thegenerallyvery low chance
of successfor finding oil - especiallywithout alsobeingassociatedwith largevolumesof gas.The
apparentlylimited remainingprospectivityfor oil in currently developedareas,should naturally
turn the searchfor newoil resourcesto morefrontier and/ordeep-waterareas,but which alsocarry
additionalcostandrisk burdens.
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The hydrocarbonendowmentofAustraliadoesnot favouraggressiveexplorationinvestment,based
on currentknowledgeof resourcesandprospectivity.

Opportunitiesfor improvement:
• AssistexistingLNG producers,in a capital intensivebusiness,to further improvetheir cost-

competitivenessin order to increasetheir chancesof capturing additional market, against
competitorsthat commonly havesubstantialgovernmentsupport.Commercialisingexisting
gasresourceswill ultimatelygenerateincreasedincentiveto explorefurther

• Provide more supportfor attractinglarge gasconsumingopportunitiessuch as feedstockgas
usersand Gas To Liquid (GTL) — also with an expectationof driving exploration through
changingthe balancebetweengassupply anddemand,andwith scopefor a GTL industry to
significantly improveAustralia’sdomesticliquids self-sufficiency

• ProvidePRRTtaxrelief for explorationin frontierand/ordeepwaterareas

Structure of the industry and the role, and needsof small companies

MIMI doesnot recogniseanyfundamentalproblemwith the structureof the industry.

While understandingthat relatively small sized companiesmay struggle to raise capital for
exploration,their circumstancesare open for the market to make investmentdecisionsof their
choice. It appearsto MIMI that the capital marketgenerallyfavoursinvestingin the activitiesof
largercompanies.

Nevertheless,MIMI doesacknowledgethat smallercompaniescanandsometimesdo play arole in
discoveringnew Petroleumresources.

Opportunitiesfor improvement:
• No suggestions

Accessto land and indigenouspeopleissues

Notwithstandingcommunity and statutorysupport for Native Title, MIMI considersthat issues
relatedto Native Title area substantialimpedimentto especiallyonshoreexploration.

Opportunitiesfor improvement:
• MIMI considersthat the problemsarewell known,and that the governmentsof Australiamust

takedecisiveactionto implementworkablesolutionsto enableaccessto landfor exploration
andsustainabledevelopment

Approvals Processes

MIMI considers that unnecessarilycomplicated and inefficient approvals processesare a
substantialimpediment to exploration. While we welcome the recent initiative of the WA
governmentin this regard, the “silo mentality’ of governmentdepartmentsoffers substantial
implementationuncertaintyunlessall governmentsandtheir “machinery”becomefully committed
to deliveringsubstantialimprovements.
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Opportunitiesfor improvement:
• MIMI considersthat the problemsarewell known,andthat the governmentsof Australiamust

take decisive action to implement improved approvals processesfor exploration and
development

Public provision of geoscientificdata

MIMI considersaccessto geoscientificdatato be an essentialelementin the overall successesof
theindustry.

Easy accessto high quality geoscientific information at low cost is even more critical for
facilitating the recognitionand exploration of viable basinsand targets in especiallyremoteand
deep-waterareasthat arecurrentlyunder-or un-explored.

MIMI encouragesgovernmentto sustainand expandthe valuablerole of organisationssuch as
GeoscienceAustralia and the respectivegeologicalsurveysfor their capacityto either identify or
helpothersrecogniseexploration“seeds”for thefuture. Any diminishmentof theservicesprovided
by theseorganisationswould most likely slow the rateof exploration,andmaydissuadeexplorers
from Australia, in favourof easierworkingenvironments.

Opportunitiesfor improvement:
• Ensurethatfunding is at leastmaintainedin real termsfor especiallyGeoscienceAustralia,.and

that funding is providedto allow GeoscienceAustralia to conductframework assessmentsof
under-andunexploredfrontieranddeep-waterareas

• Increasetax effectivenessof exploration costs in frontier and/or deepwaterareas(eg. by
allowing deductibility flow-through to shareholdersin smaller companiesand/or reducing
PRRTliabilities for largertax-payingcompanies

Contribution to regional development

The significant positive impact on regional development— and on national development- of
especiallysuccessfulexplorationis well established.

Opportunitiesfor improvement:
• No specificcomment

Concluding Comments

MIMI’s maincommentsin relationto removingor diminishingPetroleumexplorationimpediments
are:

• For governmentassistanceto commercialisethe currently abundantgas resourcesin
Australia

• Ensurethat Native Title processesandexpectedoutcomesare commerciallytenablefor
thosethatwishto explorefor thisCrownMineral

• Ensure that exploration and developmentoperationscan proceedwithout unnecessary
and/orunnecessarilycomplexapprovalsprocesses
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In making thesecomments,MIMI is fully cognisantof the needfor exploration to ultimately be
value-addingto boththe nationandthe explorers.

Key ingredientsfor successfulexplorationare accessto information, know-how,sufficiency of
capital to be able to bearexplorationrisk, andability to commercialisesuccess.

The pre-requisitelinkage betweenconductingexpensiveexplorationoperationsthat also entail
acceptanceof high risk, andbeingsuccessful,underpinsoursuggestions.

Yours sincerely,
JapanAustraliaLNG (MIMI) PtyLtd

RowanRoberts
ExplorationManager
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