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President’s message

Hello Members and readers,

Welcome to the second edition
of our newsletter for this year.

This year, so far, has been inter-
esting for Papua New Guinea,
and more particularly the Cham-
ber and the resource industry.

Gerea Aopi CBE

For PNG, it is the election year
and by the time you read this newsletter, we should be
well and truly into the polling period where every eligible
voter will be casting their votes for their elected repre-
sentative to the 10th National Parliament of Papua New
Guinea. The Chamber and the industry are observing
closely the election and are looking forward to working
with the new Government on addressing concerns re-
lating to the revised Mining Act, the Mineral Resources
Authority Act, Tax changes, and the establishment of
the Petroleum Resources Authority.

We cannot emphasis enough the importance of the
resource industry to the PNG economy and why it is
paramount that PNG maintains its investment attractive-
ness, and ensure we have globally competitive fiscal,
legislative and regulatory regimes that will help drive
further economic growth. (Read more on Page 4)

On another note, many of you may have read our recent
circular announcing the retirement of Greg Anderson,
the founding Executive Director, and the appointment

of the former Vice Chancellor of the University of Papua
New Guinea, Professor Albert Mellam as his successor.
| sincerely thank Greg for his long and distinguished
service, not only to the Chamber, its Members and the
industry, but also to PNG. | also welcome Prof. Mellam
to the Chamber and look forward to working with him.

Finally, the PNG Mining and Petroleum Conference
will be held on November 28-30 in Port Moresby at the
Stanley Hotel. Early bird registrations have opened so
please get in touch with the Chamber if you would like
to attend. Sponsorship packages and trade exhibition
opportunities are also available.

With that, vote wisely and enjoy your reading!

New innovative program
helps slashes Lihir’s
production cost
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Papua LNG gearing up
for 2019 start
P15

Executive Director’s viewpoint

PNG is gearing up for new era
of resource development

There has been a significant pause
in new resource project develop-
ment since construction began in
2010 on the PNG LNG Project.

In this constantly changing world,
new projects can face a more com-
petitive and difficult environment.

The private sector, as well as
Government, need to be constant-
ly aware of the cyclical nature of
mineral and petroleum commodities and to stand ready
to remain effective and competitive when commodity
prices hit their lows, generally as a result of oversupply
or slowing demand due to global factors.

Greg Anderson

For Papua New Guinea, we must not lose sight that
opportunities exist even when markets may be down, al-
lowing for a robust performance when an upturn occurs.
It could be argued that the Special Mining Lease appli-
cations by the Wafi-Golpu and Frieda River copper-gold
projects are in that category.

In the case of the PNG LNG Project, it started produc-
tion in May 2014 at the height of the market but by the
start of the following year export prices had halved.
However, because it is such a good project, with a
relatively low cost structure and a high quality product,
the project owners are gearing up for the challenge of
expanding the project.

Of course, in some instances an economic downturn
can be prolonged due to structural reasons, like the

extended recessionary period in the 1970s and early
1980s when oil prices first began their upward spiral.

There are analysts who believe the upsurge in produc-
tion of oil and gas from shale in the United States will
result in a situation of prices that are “lower for longer”

« Continued on Page 2
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as traditional oil exporters attempt
to curtail their normal production.

In addition, expectations that coal-
fired power generation would be re-
placed by gas is proving inaccurate
as solar and wind begin to improve
their competitiveness. Potentially
this could boost the amount of gas
exported from America.

The fact that there are three me-
ga-projects in the resource arena
on the drawing board augurs well
for PNG. The national and provin-
cial governments, along with the pri-
vate sector, would do well to learn
from the past and to nurture broad-
er economic growth and increased
prosperity for people throughout this
vast country.

Minerals overtake LNG: PNG'’s gold
sector, in particular, has performed
very well from the downturn of five

years ago.

Although export levels have stag-
nated in recent years, the 57.6
tonnes of gold PNG exported last
year fetched a record K7.04 billion
in export revenue.

While LNG had been expected to
totally dominate PNG'’s resource
export landscape, the downturn in
gas prices has meant that in 2016
PNG'’s export of gold (K6.77 billion),
copper (K1.1 billion), nickel (K668
million) and cobalt (K195.2 million)
were worth K8.71 billion, compared
with the K8.19 billion fetched by
LNG exports.

For the first time in PNG’s history
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total resource exports earned by
this country topped just over K20
billion out of total exports worth
K24.8 billion, according to official
data released by the Bank of Papua
New Guinea.

Farewell: This is the last time |
will pen this column as Executive
Director.

There has never been a dull mo-
ment since the days | came on-
board to firmly establish the Cham-
ber in 1989 after its formation in late
1987.

While nurturing of project activity
has been our ‘bread and butter’, the
Chamber has strived to put PNG on
the global resources map through
its national and international con-
ferences and other industry events
such as workshops and technical
meetings on industry practices,
workplace and community health
and safety initiatives, and its com-
munity outreach programmes.

Together with our member compa-
nies the resource sector has strived
to improve educational standards,
particularly at the technical and
tertiary level.

Much of the time our focus nar-
rows in on day to day challenges
posed by the ups and downs in the
industry and in dealing with ever-in-
creasing demands of the regulatory
regime. We often take for granted
some of the wider impacts that
benefit workers, their families and
communities.

Entire townships such as Tabubil,
Kiunga, Paiam and Lihir owe their

existence to resource ventures.

| dare say there are more well-
trained Papua New Guineans from
the resources sector, than any other
segment of the economy, who now
hold technical and executive posi-
tions in projects in Australia, Asia
and Africa; not just geologists, geo-
physicists and engineers, but also
accountants, environmentalists,
heavy diesel mechanics, drillers,
and project and policy planners.

While much of the past develop-
ments are regarded by economists
and others as “enclave” projects, |
feel confident that the next genera-
tion of resource projects is about to
change that perception.

The PNG LNG Project and the me-
ga-projects now on PNG’s drawing
boards will distribute prosperity to
a much larger proportion of Papua
New Guineans.

The mining ventures, as well as the
quantities of gas that is available,
will see a vast increase in electricity
generation so that most people liv-
ing in towns and some villages will
have access to power in the next
ten to fifteen years.

Running the affairs of the Chamber

has been very exciting for me and |

am sure my successor will also face
many exciting times and challenges
in the years ahead.

The Chamber is honoured and priv-
ileged that the former Vice Chancel-
lor of the University of Papua New
Guinea, Prof Albert Mellam, has
agreed to move from academia into
the hurly burly of relationship build-
ing for the resources sector.




_Brofessor Albert Mellam
The former Vice Chancellor of the
University of Papua New Guinea
Professor Albert Mellam has been
appointed as the new Executive
Director of the PNG Chamber of
Mines and Petroleum.

Professor Albert Mellam took over
the reign from Mr Greg Anderson
who has been at the helm of the
resource industry association for 28
years.

Chamber President Mr Gerea

Aopi welcomed Professor Mel-
lam’s appointment and thanked Mr
Anderson for his tireless service to
the Chamber and the PNG resource
industry.

Professor Albert Mellam brings to
the Chamber a wealth of experi-
ence having worked as a senior
academic and Vice Chancellor for
more than 29 years at the Universi-
ty of Papua New Guinea.

He also holds adjunct Professorial
positions in a number of Austral-
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asian universities. As well as having
a vast public sector experience, he
is also well placed to draw on his
private sector exposure as a direc-
tor of Nambawan Super Limited,
Credit Corporation (PNG), Brian
Bell & Co Ltd, and the Investment
Promotion Authority Board.

His distinguished career includes
serving as a key advisor to the PNG
Vision 2050, and other Government
projects such as the PNG LNG
project.

His applied research areas have
included the extractive industry, for
example, research on Mine Closure
arrangements and involvement in
the Misima Mine Closure Project.

“The Council is confident Professor
Mellam will continue the good work
Mr Anderson has done in devel-
oping the Chamber into a highly
respected peak industry body that
has served the interest of its mem-
bers with distinction. We would also
like to sincerely thank Mr Anderson
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for his contribution, not only to the
industry but to the country as a
whole,” Mr Aopi said.

Mr Anderson was first appointed as
Executive Director of the Chamber
in 1989 and since then he has been
involved in humerous consultations
on Government policies and legisla-
tion which have underwritten PNG’s
world-class resource industry.

“Through his role at the Chamber,
Mr Anderson was also instrumental
in fostering investment and growth
in the mining and petroleum sectors
through Chamber-organised inter-
national and domestic investment
conferences, and the commission-
ing of a wide range of studies and
reports that have benefited many
projects and industry stakeholders.

He also played a pivotal role in ad-
vancing developments in the areas
of taxation, education and training,
health and community develop-
ment,” Mr Aopi said.



The PNG Chamber of Mines and
Petroleum is looking forward to
working with the new government
to address concerns relating to

legislation and policies affecting the

resource industry in Papua New
Guinea.

Addressing the Chamber’s 29th

Annual General Meeting in Port Mo-

resby on April 27, Chamber Presi-
dent Mr Gerea Aopi said the indus-
try’s concerns relate to the revised
Mining Act, the Mineral Resources
Authority Act and the recent chang-
es on the Taxation law contained in
the 2017 National Budget.

The Chamber has emphasised on
numerous instances that stable
government policies and a favour-
able investment climate will drive
the future growth of the mining and
petroleum sectors and continued
investment in the social and eco-
nomic development programs.

Hence, Mr Aopi said, it was import-
ant that Papua New Guinea main-
tained its investment attractiveness
by fostering globally competitive
fiscal, legislative and regulatory
regimes that can underpin the
development of existing resource
projects and attract further invest-

ments.

The amendments to the revised
Mining Act have been put on hold
until after the general elections.

The Chamber has indicated that
the new Government should take

a fresh look at the legislation and
renew consultation with the industry
through a multi-disciplinary team
drawn from relevant key govern-
ment organisations, with meetings
chaired by an eminent, independent
chairperson.

The Chamber has also raised with
the Government its concerns on the
substantial realignment of taxes for
the mining and petroleum sectors
contained in the 2017 National
Budget which it says will significant-
ly increase the tax burden on the
resource industry.

“Let me emphasis that the Cham-
ber and the industry will support

tax reforms, provided it is applied
equitably across all companies

and investors, and that it does not
impose unintended impacts for
individual entities and does not re-
duce the attractiveness of PNG as a
place to invest and do business,” Mr
Aopi said.

Many rural communities are benefiting significantly from resource projects in
terms of community assistance programs such as water supply, classrooms,
and aid posts.
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New inclusion to
the Chamber
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New Chamber Councillor, John
Chambers

Santos PNG General Manager, Mr
John Chambers has been elected
as a new Councillor of the PNG
Chamber of Mines and Petroleum.

Mr Chambers’ election was an-
nounced at the Chamber annual
general meeting held in Port Mo-
resby on April 27.

The remaining vacant positions
on the Council were filled by
incumbent Councillors who were
re-elected. They include Exxon-
Mobil PNG Managing Director Mr
Andrew Barry, Nautilus Minerals
Country Manager, Mr Mel Togolo,
Highlands Pacific General Man-
ager Port Moresby, Mr Ron Gawi,
and Head of Tax and Business
Services, Deloitte Touche Tohmat-
su, Mr Andrew Harris.

Oil Search Executive General
Manager Mr Gerea Aopi was
re-elected as President for a fifth
consecutive term while Newcrest
Mining Country Manager Mr Peter
Aitsi and Total E&P PNG Corpo-
rate Affairs Director Mr Richard
Kassman were each also re-elect-
ed for a fifth consecutive term as
Senior Vice President and Vice
President respectively.

Refer to Page 7 for a full listing of
the Chamber Council.
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The very significant drop in mineral
exploration is a major concern to
the PNG Chamber of Mines and
Petroleum.

The Chamber is concerned that the
long-term sustainability of the coun-
try’s mining sector could be severe-
ly impacted if mineral exploration
continues to decline.

Speaking at the Chamber’s 29th
Annual General Meeting held in
Port Moresby on April 27, Chamber
President Mr Gerea Aopi said the
Chamber’s concern is exacerbat-
ed by the Government’s proposed
changes to the Mining Act.

A Chamber survey covering the
years 2012 to 2015 showed that
mineral exploration expenditure has
dropped markedly from a peak of
K944.3 million in 2011 to K325.5
million in 2015 after a near decade
of high activity from 2003 - 2011.

Feasibility studies for the Frieda
River and Wafi-Golpu projects
increased exploration expenditure
in 2015 (from 2014), but the overall

The exploration sector employs hundreds of Papua New Guineans
and supports many small to large scale businesses. Pictured above is
a worker arriving at the Kili Teke camp site in Hela Province. Inset:
Auger drilling at Orokolo Bay, Gulf Province.

Downturn in exploration affecting

expenditure was still well below
2013 levels. Preliminary results
from the Chamber’s 2016 mineral
exploration survey indicate that
total exploration expenditure has
again fallen markedly (to K170
million) and grassroots exploration
again shows the greatest decline
(to “K20million).

The downturn has already affected
many rural Papua New Guineans
through loss of direct employment,
and potential new business oppor-
tunities.

Businesses and suppliers operating
in provincial centres have also lost
much-needed incomes as a result
of many junior exploration compa-
nies ceasing their operations or sig-
nificantly curtailing their expenditure
because of difficulties raising funds
on the financial market.

“We have to make every endeav-
our to ensure that this downward
trend does not continue, although
we have little or no control over the
global commodity price market,” Mr
Aopi said.

PNG can
control is the
fiscal and legal frame-
works that directly impact this
sector. Our aim must be to ensure
PNG can continue to grow existing
projects and also foster an envi-
ronment conducive to attract new
investments.”

Mr Aopi further added that the lodg-
ment of Special Mining Lease ap-
plications for Frieda River, and Wafi
Golpu projects last year is a clear
indication why PNG must maintain
its investment attractiveness.

“These projects are very important
to the PNG economy as existing
mines like Ok Tedi, Porgera and
Lihir are in mature stages. Both
projects, when developed will have
positive economic impact for PNG
and together with the operating
mines could place PNG as one of
the top copper and gold producers
in the world,” he said.
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Meet the Chamber Council

Executives

Peter Aitsi, Senior Vice President
He is currently the PNG Country
Manager with Newcrest Mining Ltd

Gerea Aopi CBE, President

He is currently the Executive Gen-
eral Manager Stakeholder Engage-
ment with Oil Search Ltd

Councillors
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Ron Gawi
General Manager, High-
lands Pacific Ltd
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Mel Togolo
PNG Country Manager,
Nautilus Minerals Ltd
neering Ltd
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Andrew Barry

John Chambers
General Manager PNG,
Santos

Anthony Smare

General Manager, Cor-
porate and Legal, Barrick
Niugini Ltd

onMobil PNG

Andrew Harris

Head of Tax and Busi-
ness Services, Deloitte
Touche Tohmatsu

Director, and Manager
Constructions, Sun Engi-

Managing Director, Exx-
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Richard Kassman OBE, Vice Pres-
ident

He is currently the Director Corpo-
rate Affairs with Total E&P PNG Ltd

Wapu Sonk
Managing Director, Ku-
mul Petroleum Holdings
Ltd

Johannes van Heerden
Chief Executive Officer,

Harmony Gold South
East Asia



‘Edge’ program helping Lihir to cut
production costs
Brontlinelminelwonkenslintroducelkeylinnovations;

The Lihir operation in the New Ireland Provinc—rg;;__

Newcrest Mining Ltd’s improve-
ment program, Edge, has made
great strides at the company’s

Lihir operations with reliable plant
performance and technical innova-
tion contributing to a steady rise in
gold production and a steep drop in
production costs.

Lihir's All-In-Sustaining-Cost (AISC)
has been declining steadily from
US$950 per ounce in the Septem-
ber quarter last year to US$883 in
the December quarter and US$822
in the latest March quarter. Produc-
tion has been rising steadily since
the September quarter last year.

The mine’s profit margin in the
latest March quarter has risen

to US$412 per ounce, up from
US$346/0z in the December quarter
and US$378/0z in the September

EARLY BIRD REGISTRATION
Before 30 Seplember

K1.800 - Chamber Members and Govermment

K.2.300 - Non - Members
Afler 30 Seplember

K2,300 - Chamber Mambers and Govermment
K:2,800- Mon - Membars
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quarter.

Mine production reached 229,572
ounces in the March quarter, taking
output in the nine months to March
to 663,830 ounces at an average
AISC of US$883 per ounces. This
compared with 227,498 ounce in
the December quarter last year and
654,062 ounces for the comparable
nine-month period last year.

Mill throughput on an annualised
basis was 12.6 million tonnes
during the March quarter. This was
lower than the December quarter
due to the shutdown of two of the
three SAG (Semi-Autogenous
Grinding) mills for replacement of
the mill liners with an advanced
design.

All three mill liners have now been

discussions, networking and promotions.

well a5 economic and social achievements,

The confarance will provide a comprehensive technical update and offer
an excellent opportunity to meet all the players in the PNG mining and
petraleum indusiry, including Government, and for joint venbune

The event will inform delagates on cument activities in the PNG
mining and petroleum industry highlighting new developments,
advanced prospects, new discoveries and exploration as

replaced and the plant is on target
to attain the 14 million tonnes per
annum mark in December.

Cost reductions in the past three
years have been due to the success
Newcrest has had with improved
plant reliability and its success in
raising mill throughput to a targeted
12 million tonnes annually in 2015
and 13 million tonnes in December
2013. It has begun concept studies
for throughput of 17 million tonnes
a year.

Just three years ago Newcrest was
struggling to keep production costs
at Lihir below the sale price after
gold prices plunged from US$1,800
in 2012 to around US$1,100 per
ounce last year. It is currently just
above US$1,200 per ounce.

« Continued next page




Frontline workers bring key Improvements

e From Page 8

In a recent address to the Sydney Mining Club, New-
crest Managing Director Sandeep Biswas said much

of the thrust for innovation in the past three years had
come from frontline workers at the company’s mines.

He said a young engineer at the Lihir mobile mainte-
nance department started four initiatives which has

led to a combined cost saving of US$1.5 million for the
business.

“He came up with a plan to repair recoverable tyres,
rather than writing them off, with a view to saving the
business about US$850,000. He and his team also
eliminated the main cause of engine breakdowns on our
haul trucks by installing magnetic filters to prevent
contamination from metallic debris,” Biswas said.

He told his mining audience the Lihir mine was also
facing multiple overload events each year, resulting in
significant downtime.

It achieved a technical breakthrough after collecting 360
million lines of data across 130 variables with the use of
modern computing technology to determine the reasons

The Simberi gold mine in the New Ireland Province con-
tinues to perform well.

Its March quarter production of 30,430 ounces of gold
was a record for the operator St Barbara Ltd compared
to its December quarter production of 28,057 ounces.

The mine’s All-In Sustaining Cost (AISC) per ounce also
fell to A$1,025 from A$1,277 in its second quarter due
to higher production and improved grade and recovery,
together with the benefit of lower ore handling costs in
the quarter.

Total material moved for the quarter was 3.5 million
tonnes, down on the previous quarter due to planned
maintenance of the excavator fleet and lower strip ratio.

Frontline workers at Lihir are driving change.

for plant breakdowns and developed machine learning
algorithms to detect early warning signs that provided
notice of about an hour.

Such an event, that is how preventable, previously could
cost tens of thousands of dollars in lost productivity.

By May this year, only four months after the introduction
of the algorithms to the three mills, no overload has
occurred.

[INTNE=
The strip ratio reduced to 2.4 during the December
quarter, consistent with the life of mine plan, as the high
intensity program of prestripping required to access new
ore sources at Sorowar and Pigiput has been largely
completed.

Plant recovery improved to 85 per cent from 82 per cent
from the previous quarter due to ongoing improvement
in ore and waste mining identification and selection, im-
proved quality ore, as well as a number of incremental
operational improvements in the processing plant.

St Barbara’s Group gold production for the March 2017
quarter was 95,346 ounces compared to its December
quarter production of 98,982 ounces while its group
AISC was A$862 per ounce compared to A$876 per
ounce in the previous quarter.
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SPTs arrive in Papua New Guinea for trials
Trials to be conducted in an enclosed facility and not open ocean

Submerged trials for the three Seafloor Production
Tools (SPTs) for the Solwara 1 Project have com-
menced in a facility in Papua New Guinea.

The SPTs were shipped to PNG in April and are under-
going trials in an existing enclosed facility on Motukea
Island outside Port Moresby.

Nautilus Minerals says having the trials in PNG would
not only inject K6 million into the country’s economy but
it will also provide community leaders of New Ireland,
and East New Britain provinces an opportunity to see
firsthand how the machines would operate the way Nau-
tilus has said they would.

During the trials, the company will also train Papua New
Guineans to become the first operators of the SPTs.

Nautilus’ Chief Executive Officer Mike Johnston said

it was also important that the trials were conducted in
PNG so that the company’s partner Kumul Mineral Hold-
ings Ltd, as well as the Mineral Resources Authority,

the Conservation and Environment Protection Authority,
and the New Ireland, and East New Britain provincial
governments can fully participate in the trials.

Key Facts About the Trials

* The purpose of the trials is to clearly demon-
strate to stakeholders that the machines can
mine material without the use of blasting, explo-
sives and other chemicals.

Completing these trials in PNG instead of over-
seas will inject K6 million into the PNG economy,
and provide employment opportunities.

Design and fabrication engineers will train Pap-
ua New Guineans to be the first operators of the
Seafloor Production Tools.

Community Leaders from New Ireland and East
New Britain will be invited to view the trials to
verify that the machines operate the way Nauti-
lus has said they would.

The Trials will showcase intellectual property
held jointly by Nautilus and the State of Papua
New Guinea, putting PNG on the world stage as
a leader in the development of deep sea mining.

10 Mining and Petroleum Review

The machines will not be deployed into the ocean so
there will be no impact on the seafloor around Motukea
Island. Instead the machines will operate in an existing
fully enclosed excavation on the island.

Soil Machine Dynamics who built the SPTs for Nautilus
will be on site for the trials.

The objective of the submerged trials is to ensure that
the SPTs meet the functional specification. The four key
operating parameters to be trialed are stability, cutting
efficiency, collection efficiency and visualisation.

The Solwara 1 project is a joint venture comprising
Nautilus (85%), and Eda Kopa (Solwara) Limited (15%)
which is a subsidiary of Kumul Mineral Holdings Ltd.

Although it involves mining deep underwater, the project
benefits from grades about ten times that of most land-
based mines, virtually no associated waste rock and no
direct social disturbances.

Seafloor production has many advantages over typical
land-based operations such as small extraction foot-
print, reusable production infrastructure, high grades
compared to land operations, no tailings and no reloca-

Auxiliary Cutter
4 ry




tion of communities.

Extracting resources from the seafloor in an environ-
mentally responsible way will take pressure off the
limited land resources.

Nautilus plans to extract copper and gold from the sea-
floor in Papua New Guinea and will do it using proven
technology adapted from other industries (oil and gas,
dredging, and land based mining operations).

Rock is disaggregated on the seafloor by the Auxiliary
Cutter and the Bulk Cutter.

These machines excavate material by a continuous cut-
ting process, similar to underground coal or other bulk
continuous mining machines on land.

The Auxiliary Cutter is a preparatory machine that deals
with rough terrain and creates benches for the other
machines to work. It will operate on tracks with spud
assistance and has a boom mounted cutting head for
flexibility.

Bulk Cutter

The second machine, the Bulk Cutter, has higher cutting
capacity but will be limited to working benches creat-

ed by the Auxiliary Cutter. Both machines leave cut
material on the seafloor for collection by the Collecting
Machine.

The Collecting Machine which is also a large robotic
vehicle, will collect the cut material (sand, gravel, silt) by
drawing it in as seawater slurry with internal pumps and
pushing it through a flexible pipe to the Riser and Lifting
System.

The SPT design is an extension of existing subsea
trenching equipment combining hard rock mining tech-
nology with that of subsea remote system technology.

The SPTs will be deployed from the Production Support
Vessel using a lifting frame and operated via a power
and control umbilical.

A video animation showing how the SPTs will work is

available on Nautilus Mineral’s website
www.nautilusminerals.com
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Mining at the Ramu Nico Mine. Ongoing improvements to cobalt price and predictions nickel price will im-
prove will see the mine achieve significant production results in coming months.

Production of nickel and cobalt at the Ramu Nico Mine
in the Madang Province exceeded targets generating
an unaudited net cash inflow of US$27.6 million for
the March quarter, after capital expenditure of US$2.7
million.

The mine achieved total production of 7,884 tonnes of
nickel and 755 tonnes of cobalt in concentrate in the
quarter.

This positive result was achieved despite the mainte-
nance shutdown of two of its three High Pressure Acid
Leach trains in January and March this year which were
successfully completed.

Highlands Pacific Managing Director, Craig Lennon said
the company was making steady progress in the devel-

opment of its asset portfolio, and was well positioned
to benefit from increases in commodity prices over the
medium term.

“The production levels and margins being achieved at
Ramu are pleasing, especially at a time when forecast-
ers are predicting an improving nickel price and we have
an improving cobalt price driven by the electric battery
market,” he said.

Adjusted for the maintenance shut-downs, the plant is
running at an annual production rate of some 34,600
tonnes of nickel and more than 3,300 tonnes of co-
balt per year, which is exceeding design capacity and
demonstrates the success of recent initiatives to lift
throughput rates.

Perotti appointed to Kula Gold’s board

@ Y

director of the company.

Kula Gold.

Garry Perotti

Kula Gold has appointed its Chief Financial Officer, Garry Perotti as an executive
Mr Perotti, who was Kula Gold’s CFO since 2014, was appointed following the res-
ignation of Louis Rozman as a non-executive director of Kula Gold.

Mr Rozman was a director of Kula Gold since October 2010.

He will continue as an executive director of Pacific Road Capital Management Pty
Ltd which manages the Pacific Road Resources Funds, a major shareholder of

Mr Perotti has 25 years’ experience as a financial controller in the mining and asso-

ciated service industries.

The company said in a statement released in March that Mr Perotti was already on the board of the company’s
PNG subsidiary, Woodlark Mining Limited, where he has played a pivotal role in the discussions with government

and landowners in PNG.



30 years and going,strong

Ok Tedi celebrates three decadeszoffshipmentitofapanese¥smelters

OTML senior management and employees, and the Japanese customers during the mine tour. Insert: Japa-
nese Ambassador to PNG, His Excellency Satoshi Nakajima (left), meeting with some of the Japanese custom-
ers in Port Moresby.

The Ok Tedi mine has sold in direct
sales contract a total of 7.3 million
tonnes of copper concentrate to
Japanese smelter companies since
1987.

Ok Tedi Mining Limited Managing
Director, Peter Graham said this
during a visit to the mine by a Japa-
nese delegation in March.

The visit was to commemorate the
mine’s 30th consecutive year of
copper concentrate shipments to its
Japanese smelter customers.

The Japanese delegation, com-
prised of six direct OTML cus-
tomers, two buyers’ agents, four
Japanese trading companies and

resource project investors, and two
Japanese shipping companies.

They toured the Ok Tedi mine oper-
ations from March 22-24.

“What has been established be-
tween OTML and you as our
customers is special and there are
not too many companies that have
such a long-standing relationship
that we share,” Mr Graham told the
delegates.

“You assisted us during the sus-
pension of the operation during
the dry weather event and after we
resumed operation in March 2016.
It was a particularly challenging
time but your understanding al-

lowed OTML to quickly get back
into normal operations. This is our
way of showing our appreciation
and also to reciprocate the hospital-
ity you showed us when our senior
managers visited your operations”
he added.

Sumitomo Metal Mining Co. Ltd
General Manager, Mr Toru Hugo
on behalf of the delegation said the
Japanese smelters will continue to
remain a big buyer of copper con-
centrate from Ok Tedi.

“Ok Tedi has made a big contri-
bution to the PNG economy. We
consider OTML a typical success
model of a mine owned by the gov-
ernment,” he said.

Competitive power solution for Yandera project agreed

Era Resources has entered into a
Memorandum of Understanding
with Mayur Power Generation PNG
Ltd to supply power to the Yandera
project in Madang Province.

Under the MOU, Mayur Resources
which has been actively develop-
ing new low cost, multi-fuel power
projects in Papua New Guinea, and
Era Resources have agreed to ne-
gotiate on a non-exclusive basis the
terms of a development agreement

to secure over-the-fence supply of
power for the Yandera Project.

Mayur’'s Managing Director Paul
Mulder said that his company was
excited about the potential of the
Yandera Project and the signifi-
cance of it as a project of national
interest in PNG.

“Mayur Power Generation is opti-
mistic about our ability to provide
a cost effective and reliable power

solution.”

Era’s Vice President Global Op-
erations, Andre Wessels added

that Mayur’s strategic approach to
addressing some of the challenges
in relation to power generation in
PNG was impressive and that Era
Resources will be looking forward to
working with Mayur towards secur-
ing a competitive power solution for
the Yandera Project.
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Six landowner villages of the Ok
Tedi mine in Western Province will
soon supply Tabubil, Bige and Kiun-
ga with over 3.6 million eggs, and
26,000 broiler chickens each year
through a project initiated by the

Ok Tedi Development Foundation
(OTDF).

OTDF has engaged Israeli
agro-business company, Innovative
Agro Industries (IAl) to implement
the project. The six villages involved
in the project are Atemkit, Finalbin,
Bultem, Kavorabip, Migalsimbip,
and Wangbin.

A ground-breaking ceremony signi-
fying the start of the Mount Fubilan
Agro-Industries poultry project was
held on May 24 in Tabubil, where
the chicken sheds, feed mill and
other associated facilities will be
built.

The project will generate revenue
for the mine villages from egg sales
but also support their food security
needs with the sale of live chickens.

Following 18 months of planning,
the project has gained a keen inter-
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est from the mine villages, especial-
ly the women-folk.

Mine Village Women’s Represen-
tative, Alice Mumuyong said it was
good that women had a share in the
project and she encouraged them
to put their cash into sustainable
investments.

Given the lack of arable land in
most of the mine villages, the proj-
ect provides the villages an excel-
lent agribusiness opportunity.

The project will cost K7 million with
funding coming from the Village
Planning Committee’s (60%),

Star Mountains Women’s Associa-
tion (20%) and 1Al (20%).

The payback period is expected

to be within four years and project
returns are hoped to support future
mine village education needs.

OTML’s catering contractor and
landowner company, Fubilan
Catering Services, has indicated it
will purchase 6,000 eggs everyday
once the project starts.

A

OTDF Associate Director rep-
resenting the North Fly and mine
villages, Maino Lucas, encouraged
his people to make use of opportu-
nities the project will generate.

“For 30 years, we the mine land-
owners have received direct bene-
fits from OTML, yet we have little to
show for it,” said Mr Lucas.

“We must become the change that
is needed in these communities.
The important thing that will sustain
us into the future is education, and
we can realise this through agro-in-
dustries. This project will increase
the benefits for our communities
and provide employment, training,
dividend payments, and project
delivery. It will also be seen and
touched by the grassroots in the
communities,” he added.

Present to witness the
ground-breaking was OTML CEO
and Managing Director, Peter
Graham, OTML Deputy CEO and
OTDF Board Chairman, Musje Wer-
ror, IAl Chairman and Executive Di-
rector, llan Weiss, OTDF Associate
Directors, and mine village leaders.
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The Elk-Antelope joint venture has
been awarded a five-year extension
of their Petroleum Retention Li-
cence (PRL15) in the Gulf Province
with a requirement that front-end
engineering and design of PNG’s
second LNG project be completed
by the end of next year.

The PRL 15 extension was award-
ed in December, Oil Search Man-
aging Director Peter Botten told the
company’s recent annual general
meeting.

He said the Papua LNG joint
venture is expected to commence
discussions with the National Gov-
ernment on a Gas Agreement that
will provide the basis for develop-
ment to commence, before the end
of this year.
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Following the 2016 appraisal pro-
gram, the gross proven and proba-
ble reserve has been increased to
6.5 trillion cubic feet (tcf), up from

5.3tcf previously. The proven cate-

gory, which is marketable, amounts
to 5tcf.

The final Antelope 7 side-track
completed in February did not
result in any change in the resource
estimate.

The final investment decision for the
Papua LNG Project is expected to
be made in late 2018 or early 2019.

The Elk-Antelope and P’nyang
fields are capable of supporting
two LNG trains of four million
tonnes each with the partners in
the venture - ExxonMobil, Total and

"ing up for a 2013 start

Oil Search - expecting to present
their development concept to the
new PNG Government following the
national election.

The P’nyang South 2 well is to be
drilled in the second half of this year
with the aim of increasing the prov-
en category resource from 1.1tcf

by upgrading the current 3.5 tcf 2C
contingent resource.

As the second largest equity partic-
ipant after ExxonMobil in the PNG
LNG Project, Oil Search and Exxon-
Mobil have now forged a close part-
nership in all key gas development
areas. They have also jointly taken
up deep water exploration leases in
the Gulf of Papua.
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PNG LNG project seeks contracts for

additional 1.3 million &hnes of LNG annually
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The PNG LNG Plant which is located few kilometres outside of Port Moresby.

The PNG LNG Project is seeking
to contract an additional 1.3 million
tonnes of LNG annually in addition
to existing long-term contracts to-
taling 6.6 million tonnes annually in
view of the recent upgrade in total
available reserves and the out-
standing production record.

Oil Search Chairman Richard Lee
told the company’s recent annual
meeting in Port Moresby in May
that ExxonMobil, the operator of the
PNG LNG Project, was presently
seeking to contract an additional 1.3
million tonnes of LNG annually.

This followed a reserves upgrade
at the PNG LNG Project with Oil
Search’s proven reserves up by 50
per cent and proven and probable
reserves by 12 per cent following
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independent certification.

The operation has also succeeded
in increasing plant capacity well
beyond nameplate capacity of 6.9
million tonnes annually with 7.9 mil-
lion tonnes attained in 2016 and a
rate of 8.3 million tonnes in the first
quarter of 2017.

Meantime the PNG LNG Project
continues to maintain its stellar
operation, assisting unit production
costs for Oil Search to fall by 16 per
cent last year to a low of US$8.50
per barrel oil equivalent.

This is the third successive year of
cost reductions, with unit production
costs now 30 per cent lower than in
2014.

Mr Lee said that Oil Search’s break-
even cost after all operating costs,
sustaining capital requirements,
interest and principal repayments
was just under US$28 a barrel.

Oil Search managed to attain a
core profit of US$107 million on the
basis of average oil and condensate
prices in 2016 of US$45 a barrel, 12
per cent lower than in 2015, while
gas prices had fallen by 33 per

cent to US$6.36 per million British
Thermal Units.

Global LNG demand is expected
to exceed supply around 2024 with
a number of new potential buyers
on the market, including Thailand,
Singapore, Bangladesh, Vietnam,
Pakistan, Philippines, Egypt and
Jordan.



Oil Search farms-in to acreage in

onshore Papuan Gulf Basin

Oil Search has entered into ar-
rangements with ExxonMobil to ac-
quire a 30 per cent interest in each
of PPLs (Petroleum Prospecting
Licenses) 474, 475, 476 and 477,
and PRL 39.

These licences were acquired by
ExxonMobil earlier this year follow-
ing its acquisition of InterQOil Corpo-
ration.

The licences, which are located in
the Eastern Foldbelt in the onshore
Papuan Gulf Basin, adjacent to

the Elk-Antelope fields in PRL 15,
contain the Triceratops, Bobcat and
Raptor discoveries.

As part of the proposed farm-in
arrangements, Oil Search will
undertake a seismic acquisition
programme under the licences in
the remainder of 2017 and early
2018, on behalf of the operator,
ExxonMobil.

“Prior to our proposed bid for In-
terQil in 2016, Oil Search identified
the onshore Papuan Gulf Basin as
an area with not only discovered
gas resources, but also significant
further gas potential,” said Oil
Search’s Managing Director, Peter
Botten.

“The proposed farm-in to these
licences materially enhances Oll
Search’s exploration portfolio in this
highly prospective area. Combined
with our existing acreage position,
Oil Search has a world class explo-
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ration portfolio in PNG, with multiple
high potential play types close to
infrastructure.”

The onshore Gulf licences are in
close proximity to the world class
Elk-Antelope fields in PRL 15,
which are expected to underpin the
Papua LNG development, providing
a potential route for future commer-
cialisation. In addition to the existing
gas discoveries, we have identified
a number of additional leads and
prospects have been identified in
the acreage.

Entering these licences is consis-
tent with Oil Search’s strategy to fo-

Exploration |

cus on areas that have the potential
to support the continued expansion
of the company’s LNG portfolio in
PNG.

Oil Search’s acquisition of the
licence interests is subject to due
diligence, execution of binding
agreements, conditions precedent
and regulatory approvals. The
terms of the agreement are confi-
dential.
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Remote communities and school children
get access to health awareness

Over 600 school children and
people from three remote villages
in Kafa, Southern Highlands Prov-
ince were recently given education
awareness on family planning,
tuberculosis (TB) and the dangers
of illegal drugs, alcohol abuse and
violence.

The Oil Search Foundation (OSF)
working with Marie Stopes and the
Pimaga District Hospital organised
a two-day health patrol in April to
deliver health services and aware-
ness to the schools and commu-
nities.

The team provided immunisation
for children, general outpatient
screening, antenatal clinics for
pregnant mothers, family planning
services, HIV testing and distribut-
ed treated mosquito nets.

Michael Puma of the Pimaga
District Hospital thanked the com-
munity for their hospitality saying;
“your response shows the need for
more health outreaches to people
in rural areas. Besides providing
health services, it's very important
to raise general awareness in the
community on basic hygiene and
social issues.”

The community and surround-
ing villages at Kafa have a total
population of about 1,800 people
serviced by one aid post manned
by a lone Aid Post Orderly.

Mr Puma said local authorities

mother and daughter at Kafa.
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Oil gearch Foundation Public Health Officer, An

have difficulty transporting medi-
cal supplies to the area so people
have no choice but to wait. The
last time a health patrol visited
Kafa was more than 10 months
ago.

Further south, along the border

of Southern Highlands and Gulf,
another patrol comprising OSF
and partners from the Gulf Pro-
vincial Health office, Kikori District
Health Services, Gulf Christian
Health Services and Kikori Cath-
olic Health Services visited the
Foroba area.

The outreach provided similar
health services to over 400 men,
women and children from Nege-
bare, Tetrabare, Saketo, Sirigi,
Biagi and Bolo villages who have
no road access.

“Working with district, provincial
and national government health
authorities to strengthen health
service delivery is a vital part of
the Oil Search Foundation pro-
gram,” said OSF Public Health
Officer, Damien Levi.

“The remoteness creates challeng-
es for many communities. It often
results in non-functioning health
facilities, lacking basic health
supplies and water. It's a similar
situation faced right across PNG
and it's the reason why working
together with government and our
partners is really important to keep
reaching out”.
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The PNG Chamber of Mines and
Petroleum is a non-profit, peak in-
dustry association that represents
the interests of the mining and pe-
troleum industry and associated
industries in Papua New Guinea.

The Chamber has a membership
of about 220 companies. This in-
cludes most of the mining and pe-
troleum companies active in PNG
who comprise the Full Members.
Associate and Service Members
make up the balance of the mem-
bership and these are support
companies with business connec-
tions to the mining and petroleum
sectors in PNG.

The Mining and Petroleum Review
is a bi-monthly e-newsletter that
aims to inform Chamber members,
the private and public sectors in-
cluding the Government, interest-
ed groups and the general public
about developments happening
within the PNG resources industry.

The Chamber commissions and
publishes a wide range of reports
on the mining and petroleum in-
dustry in the country. A number of
these reports can be downloaded
for free from the Chamber website
while others can be purchased by
completing an order form which
is available on the website. Forms
can be returned to info@pngc-
hamberminpet.com.pg or can be
dropped off at Level 1, The Lodge,
Brampton Street, Port Moresby.

For enquiries regarding articles in
this newsletter or contributions,
please contact Mackhenly Kaiok
on email MKaiok@pngchamber-
minpet.com.pg or you can call
+675 321 2988.

PNGCHAMBERMINPET.COM.PG
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