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ASX ANNOUNCEMENT 

9 February 2010 

 

SCHEMES OF ARRANGEMENT TO ACQUIRE ALL SHARES AND OPTIONS IN GAS2GRID 

SHAREHOLDER LETTER AND ADJOURNED SCHEME MEETINGS 

Gas2Grid Limited (Gas2Grid) (ASX: GGX) refers to the joint announcement with Orion Petroleum 
Limited (Orion) (ASX: OIP) made on 25 January 2010.   

Expert responses received 

Gas2Grid's independent expert Grant Thornton Corporate Finance Pty Ltd (Grant Thornton) and the 
specialist Mulready Consulting Services Pty Ltd engaged by Grant Thornton (together referred to as 
the Experts), have reported to the Company in respect of letters from a legal advisor acting for 
shareholders of Gas2Grid, in respect of the Independent Expert's reports which were included in the 
scheme booklet sent to Gas2Grid shareholders and optionholders on or about 24 December 2009. 

Gas2Grid shareholder and optionholder letter 

Enclosed with this announcement is a self explanatory Gas2Grid letter with enclosures, that will be 
dispatched to Gas2Grid shareholders and optionholders.  This announcement is being made to give 
shareholders and optionholders as much time as possible to consider the letter and enclosures. 

Shareholders and optionholders are encouraged to consider the letter and enclosures carefully ahead 
of the adjourned scheme meetings that are now scheduled for: 

 11am Sydney time (shareholders scheme meeting); and  

 12 noon Sydney time or as soon thereafter as the share scheme meeting is concluded or 
adjourned (optionholders scheme meeting), 

on 24 February 2010.   

If shareholders or optionholders are in any doubt about the scheme booklet or the contents of the 
letter and enclosures, or as to whether or how they should vote or change their vote having regard to 
the scheme booklet and letter with its enclosures, they should consult their professional advisers.   

Important Dates 

While the important dates for the adjourned meetings are also enclosed with the letter attached, they 
are reproduced below for easy reference.   

Shareholders and optionholders should note the revised deadlines for submission of proxies and are 
urged to send their proxies, or revised proxies, in sufficient time to ensure they are received by the 
deadline for receipt.  Alternatively, shareholders and optionholders are encouraged to attend the 
relevant scheme meetings in person. 



 

IMPORTANT DATES* 
 
Date Event 

22 February 2010 Proxy forms for the Share Scheme Meeting and the Option Scheme 
Meeting must be respectively received no later than 11:00am and 
12:00pm (Sydney time) on 22 February 2010 

22 February 2010 Eligibility to vote at the Share Scheme Meeting and Option Scheme 
Meeting respectively determined at 11:00am and 12:00pm (Sydney 
time) on 22 February 2010 

24 February 2010 Share Scheme Meeting to be held at the offices of Mitchell & 
Partners, Level 7, 10 Barrack Street, Sydney, New South Wales 
2000 commencing at 11:00am (Sydney time) on 24 February 2010 

24 February 2010 Option Scheme Meeting to be held at the offices of Mitchell & 
Partners, Level 7, 10 Barrack Street, Sydney, New South Wales 
2000 commencing at 12:00pm (Sydney time) on 24 February 2010 or 
as soon thereafter as the Share Scheme Meeting is concluded or 
adjourned 

03 March 2010 Court hearings for approval of Schemes 

04 March 2010 Effective Date of Schemes (if passed) 

04 March 2010 Last day of trading Gas2Grid Shares and Options 

08 March 2010 Commencement of trading in Orion Shares on a deferred settlement 
basis 

11 March 2010 Record Date  

16 March 2010 Implementation Date for the Schemes 

19 March 2010 Dispatch of holding statements to Gas2Grid Shareholders and 
Gas2Grid Optionholders 

* All dates following the date of the Scheme Meetings are indicative only and, among other things, are subject to change and to 

all necessary approvals from or required by the Court, ASX and ASIC. 

 

Contact:  

Gas2Grid Limited: 
Patrick Sam Yue – Director 
Telephone: +612 9254 9012 
Mobile: 0407 376 688 
Email: psy@gas2grid.com  
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9 February 2010 

 

 

 

Shareholders & Optionholders 

Gas2Grid Limited 

 

 

 

Dear Shareholders & Optionholders 

 

Supplementary information, recommendation and important dates in relation to the proposed 

merger with Orion Petroleum Ltd (Orion) 

 

Supplementary Information 

As you may already be aware and as previously announced to Australian Securities Exchange: 

 Grant Thornton Corporate Finance Pty Ltd (Grant Thornton), the Company's independent 

expert in respect of the proposed merger with Orion Petroleum and who prepared an 

Independent Expert's Report for the Company; and 

 Mulready Consulting Services Pty Ltd (MCS), the specialist engaged by Grant Thorton and 

who prepared the MCS Report attached as Appendix B to the Independent Expert's Report, 

have received a number of letters in relation to their respective reports (which were contained in the 

scheme booklet sent to you on or about 24 December 2009). 

The letters were sent by a legal adviser acting for undisclosed shareholders of Gas2Grid and Orion 

and make a number of allegations in relation to the contents of the Independent Expert's Report and 

the MCS Report. 

After consideration of the issues raised in the letters by MCS and in turn Grant Thorton, Grant 

Thornton has in summary confirmed to the Company that: 

 they are not aware of any reasons why the Independent Expert's Report should be withdrawn; 

 they are not aware of any material information which would cause them to amend the 

Independent Expert's Report or the opinions contained in the Independent Expert's Report; 

 based on the enquiries and confirmations described in their confirmation letter they submit 

that the Independent Expert's Report prepared by them is not misleading and deceptive; 

 as set out in Appendix B to their confirmation letter, MCS does not believe that the MCS 

Report, is misleading or deceptive.  MCS believes that the MCS Report is sound and following 

the additional disclosure in section two of Appendix B, in accordance with the requirements of 

the Valmin Code; and 



 

 the Independent Expert's Report prepared by them complies with the requirements of ASIC 

Regulatory Guides, the Corporations Act and then ASX Listing Rules. 

In the interests of keeping shareholders and optionholders fully informed, the following is enclosed 

with this letter for your information and consideration: 

 the Grant Thornton confirmation letter and related MCS confirmation letter to Grant Thorton in 

respect of the allegations made against them respectively;  

 the letters addressed to Grant Thorton and MCS which contain the allegations to which the 

confirmation letters relate;  

There are some issues of fact raised in the letters that Grant Thornton and MCS were not in a position 

to address.  The essence of those issues insofar as they concern the shareholders and optionholders 

of Gas2Grid for the purpose of the schemes and Gas2Grid's responses is as follows: 

(a) Allegation of possible undervaluation of assets of Orion as a result of transactions 

between Orion and ESG: 

(i)  ESG Farmout 25 August 2008  - it is asserted that that transaction was not at arms 

 length because of control asserted over Orion by Eastern Star Gas Limited (ESG).  It 

 is a matter of public record that at the time the transaction was entered into 

 ESG held 23.07% of Orion's shares (not a controlling interest) and another unrelated 

substantial shareholder of Orion  held 21.05%; 

 Dennis Morton was nominated to the Orion Board by ESG on incorporation of Orion 

because of his detailed knowledge of the assets being vended into Orion by ESG to 

promote Orion with investors and brokers and not as a representative of ESG (he had 

ceased to be a director or officer of ESG); and 

 leaving aside Dennis Morton and Ashley Edgar (who is an employee not a director of 

ESG) there were three other directors who were independent of ESG being Bun 

Hung, Barry Smith and William Allinson.  

(ii) ASX Listing Rule 10.1 – it is asserted that Orion breached ASX Listing Rule 

 10.1.  The Gas2Grid directors without a conflict (being David Munns and Patrick Sam 

 Yue) have been informed by the directors of Orion that in late May 2008 Orion sought 

 a written opinion from the ASX under ASX Listing Rule 10.8 on the potential 

 application of ASX Listing Rule 10.1, and that in late June 2008 the ASX confirmed 

 that on the basis of the information provided to it, shareholder approval was not 

 required under Listing Rule 10.1 in relation to the proposed farmin arrangements with 

 ESG. 

(b)Solvency - the letters question Gas2Grid's solvency.  In the opinion of Gas2Grid directors  

at the date of this letter there are reasonable grounds to believe that Gas2Grid will be able to 

pay its debts as and when they become due and payable.  Gas2Grid is in compliance with the 

requirements of continuous disclosure of the ASX Listing Rules. 



 

Recommendation 

In light of the Grant Thornton confirmation, the Gas2Grid directors without a conflict (being David 

Munns and Patrick Sam Yue) continue to recommend that Gas2Grid shareholders and Gas2Grid 

optionholders approve the proposed merger with Orion Petroleum, by voting in favour of the schemes 

in the absence of a superior offer. 

Nevertheless, the recommending directors urge you to carefully consider the enclosed 

correspondence in conjunction with the scheme booklet mailed to you previously.  If you have lost 

your booklet or would like another copy, please contact the Gas2Grid Share Registry Information Line 

on 1300 659 062 within Australia or +61 2 8986 9350 or consult your stockbroker or other 

professional adviser. 

Important Dates 

In light of the need to address the allegations, and pending receipt of Grant Thornton's response to 

them and the consideration by the directors without a conflict (being David Munns and Patrick Sam 

Yue) of the response,  the scheme meetings were adjourned. 

The shareholders and optionholders meetings to approve the schemes have been adjourned to 24 

February 2010  at 11:00am and 12:00pm (Sydney Time) for the share scheme meeting and option 

scheme meeting respectively.   

As a result, the Important Dates for the scheme meetings are now as attached to this letter. Please 

note carefully the dates for lodgement of proxies. 

You are urged to attend and vote at the Scheme Meetings.  If you are unable to attend in person, you 

are encouraged to send your proxy in sufficient time so that is received well before the deadline for 

receipt of proxies. If you have already sent your proxies prior to the adjourned meetings, they will 

remain valid for the reconvened meetings. However, if you send new proxies they will override any 

proxies that you may have sent previously.  New proxies should also be sent well before the deadline 

for receipt of proxies.  

Yours faithfully 

David Munns 

Chairman 

Gas2Grid Limited 



 

IMPORTANT DATES* 

 

Date Event 

22 February 2010 Proxy forms for the Share Scheme Meeting and the Option Scheme 

Meeting must be respectively received no later than 11:00am and 

12:00pm (Sydney time) on 22 February 2010 

22 February 2010 Eligibility to vote at the Share Scheme Meeting and Option Scheme 

Meeting respectively determined at 11:00am and 12:00pm (Sydney 

time) on 22 February 2010 

24 February 2010 Share Scheme Meeting to be held at the offices of Mitchell & 

Partners, Level 7, 10 Barrack Street, Sydney, New South Wales 

2000 commencing at 11:00am (Sydney time) on 24 February 2010 

24 February 2010 Option Scheme Meeting to be held at the offices of Mitchell & 

Partners, Level 7, 10 Barrack Street, Sydney, New South Wales 

2000 commencing at 12:00pm (Sydney time) on 24 February 2010 or 

as soon thereafter as the Share Scheme Meeting is concluded or 

adjourned 

03 March 2010 Court hearings for approval of Schemes 

04 March 2010 Effective Date of Schemes (if passed) 

04 March 2010 Last day of trading Gas2Grid Shares and Options 

08 March 2010 Commencement of trading in Orion Shares on a deferred settlement 

basis 

11 March 2010 Record Date  

16 March 2010 Implementation Date for the Schemes 

19 March 2010 Dispatch of holding statements to Gas2Grid Shareholders and 

Gas2Grid Optionholders 

 

* All dates following the date of the Scheme Meetings are indicative only and, among other things, are 

subject to change and to all necessary approvals from or required by the Court, ASX and ASIC. 

 



 

 

 

 



 

 

 

 

 

 



 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 

 



 

 

 

 

 



 

 

 

 

 



 

 

 

 

 

 

 



 

 

 

 



 

 

 

 



 

 

 

 

Level 11, 500 Collins St.  Melbourne  VICTORIA  3000 

Postal: P.O. Box 300 Collins St. West Melbourne 8007 

Tel: (03) 9629 1575               Fax: (03) 9614 4275 

Mobile: 0409 006 550               A/H: (03) 9840 2760 

Email: mulcon@bigpond.com    

Incorporated in Victoria 

 

A.B.N. 70 007 049 099 

Mulready Consulting Services Pty. Ltd. 

February 9th, 2010 

 

Mr. A. De Cian Mr. D. McCourt 

Director Corporate Finance Director Advisory Corporate Finance 

Grant Thornton  BDO Securities 

Sydney Sydney 

 

 

Dear Sirs, 

 

Menzies & Partners (“MP or Menzies”) have forwarded to Mulready Consulting Services (“MCS”) an 

email which arrived just before 6 p.m. January 15
th
 regarding their valuation report of Orion and 

Gas2Grid (“G2G”) properties. A second email from Menzies relating to seismic costs utilised in valuation 

calculations was received on January 20
th
.  Our response addresses the issues raised in these emails 

as follows:  

Additional emails were received 29 Jan and 2
nd

 Feb, 

SUMMARY 

Menzies claims and contentions are invalid for the following reasons 

 The geology of the Orion assets and Menzies‟ quoted farmin examples relating to Santos and 
ESG properties are very different, and therefore cannot be used to value Orion‟s assets. To do 
so would be blatantly misleading. (Section 1(g)). Menzies email of Feb.2

nd
 again reiterates use 

of Santos farmin terms, this time for PEL 456 which has no relevence to Orion permits. See also 
comments in Sections 1(a) as well as Section  3 regarding ESG/Orion ASX releases & Section 
5. 

 MCS‟ Valuation Methodology is appropriate and we note that Mulready Consulting Services Pty 
Ltd (“MCS”) Report was lodged with ASIC before dispatch to shareholders. (Section 4) 

 In August 2008 the previous Orion Board independently negotiated and approved the Eastern 
Star Gas (“ESG”) farmin, which related solely to Coal Seam Gas (“CSG”) rights, excluding rights 
to explore for conventional targets. (Section 2).  We believe the farmin agreement negotiated 
between Orion and ESG was an arm‟s length transaction for the following reasons: 
o If ESG had a pre-existing plan to farm in to the assets it vended into Orion‟s IPO it would 

never have transferred them to Orion.  
o The CSG assets were considered as being marginal and of little value to Orion, and I am 

advised the board did not wish to allocate their limited resources trying to value add by 
assessing the CSG potential.  

o The Orion board farmed out to a successful and competent CSG Operator on favourable 
terms to Orion – they covered their farmin commitment and Government work commitments 
whilst securing a residual CSG interest. 

o ESG had only one board representative on the Orion board who abstained from the vote.  
Dennis Morton had terminated his connection with ESG well prior to the farmout decision. 

o ESG is one of only two major shareholders in Orion, neither of whom has a controlling 
interest. 

 MCS are thus justified in regarding this farmin agreement as an „arm‟s length and recent 
transaction‟ capable of being used in determining values of Orion assets.(Section 4) 
o Menzies email of Jan. 29 reiterates this accusation, (non Arm‟s length transaction) but 

raises nothing new.  We consider  this has been adequately dealt with previously (Summary 
& Section 2) 

 MCS acknowledges Menzies‟s comments that the inclusion of a map showing in more detail 
PELs 6, 427, 428 and 455 and the adjacent tenements could have been incorporated into the 



 

 

MCS report. However, MCS believe that this would not have altered our conclusions on the 
prospectivity and consequently the value of Orion‟s tenements. We further note ASIC RG112 
encourages specialists to prepare a concise specialist report for the inclusion in the expert 
report. The MCS Report ran to an unusually large 30 pages in our attempt to provide adequate 
information to shareholders. 

 Contrary to Menzies contention Orion did not contribute to the cost of ESG‟s farmin wells and is 
not in breach of the ASX Listing Rules. 

 Seismic costs quoted in valuations are correct and recent, as confirmed with Orion 
management. (Section 6, Additional Comments). 

 Accordingly MCS consider that their Valuation Report is both reasonable and valid, and may be 
relied upon by Orion and Gas2Grid shareholders in evaluating the merits of the proposed 
merger. 

 

 

1. COMPLIANCE WITH VALMIN CODE 

(a) Clause 52  Valmin Code  

Menzies contends that MCS has not complied with clause 52 of the Valmin Code in that it relied 

uncritically on the data and other information provided. 

MCS have not relied uncritically on the data provided but have dealt with the only relevant data available 

– refer 1(g) below. The „filter‟ that was applied in reviewing recent farmin terms was that of geology.  On 

the basis of Roger Meaney‟s familiarity with Gunnedah Basin and Surat-Bowen Basin geology we 

concluded that only Orion‟s basin margin properties were relevant, and that in particular more central 

Gunnedah Basin (Santos & ESG) permits with vastly different geology and target formations were not 

only irrelevant, but would be grossly misleading if applied. 

 

(b) Clause 53 Valmin Code 

Menzies contend that MCS has failed to comply with clause 53 of the Valmin Code, in that the 

data used has been rendered invalid due to the passage of tim  The terms of the August 28 

farmin agreement are markedly different to those of the Comet farmin agreement of 2005None of 

the farmin agreements referred to in our report is rendered invalid by the passage of time. Values 

assigned to seismic, aerosurveys and drilling are current – they have been derived in consultation with 

reported costs and consultation with Orion and Gas2Grid personnel.  All farmin agreements utilized in 

valuing properties are less than 2 years old. 

Regarding the use of alternative transactions, see 1(g) below. 

 

(c) Clause 71 Valmin Code 

Menzies contend that MCS has failed to comply with clause 71 of the Valmin Code, in that it 

failed to consider „aggregation” of the values. 

Aggregation of licences will only serve to increase value if the individual assets contribute significantly to 

the total. 

PEL‟s 6 & 455 and the eastern portion of PEL 427 contain Bowen Basin section overlain by the 

sediments of the younger Surat Basin sequence.  PEL 428, contains only Surat Basin section, no 

Gunnedah nor Bowen Basin sections are recognized in this tenement, hence it has little in common with 

PEL‟s 6, 455 &427. ESG‟s and Santos‟ potentially productive tenements are located south of Orion‟s 

tenements in the Surat/Gunnedah Basin complex or in some cases just with Surat Basin section.   

We also consider PEL 428 to be of extremely marginal prospectivity, on the basis that recent seismic 

failed to indicate the presence of appreciable thicknesses of coal, and analyses of coal intersected in the 

Kurrabooma -1 well do not indicate it is suitable for CSG production. 

Additionally, no conventional trapping geometry has been demonstrated. 

 

(d) Clause 72 Valmin Code  



 

 

Menzies contend that MCS has failed to comply with clause 72 of the Valmin Code, in that it 

failed to provide adequate maps or other graphic information to readers. 

Detailed maps are difficult to prepare in this context. We consider it potentially misleading to prepare 

detailed trend maps where insufficient data is available. For instance the northern Coreena-Bungil 

„fairway‟ shown in light green on Menzies‟ prospect map is of Cretaceous age and to date has no 

significant CSG production.  To the best of our knowledge there is no Cretaceous CSG production 

anywhere in Eastern Australia. 

Similarly the Triassic age Moolyamber Formation „fairway‟ is compromised by the fact that the 

Moolyamber Formation is not productive anywhere in Eastern Australia.  

To regard these „fairways‟ as significant prospective target areas is thus obviously misleading. 

We consider the hydrocarbon potential of the Permian Maules Creek Fm is valid and is adequately  

recognized in our geological description of PEL 6. 

 

 (e) Clause 28 Valmin Code – Transparency 

Menzies also contends the description in relation to the significance of Edgeroi-1 well has not 

been adequately described. 

The fact that the Edgeroi-1 well located in PEL 238 in ESG‟s acreage to the south of Orion‟s intersected 

a section of prospective Maules Creek coal (an aggregate 23 m) does not guarantee that PEL 428 will 

contain similarly prospective sediments: this depends on geological factors such as stratigraphy, 

erosional and depositional unconformities, faulting  and most importantly adequacy of coal development.  

Edgeroi 1 is located in the Gunnedah/Surat Basin complex whereas only the extreme south-east corner 

of PEL 427 is similarly located. 

We acknowledge however that a more detailed map showing the extent of the CSG permits (refer 

Appendix 1)) would have been helpful, although this would not have altered the conclusions of the 

report. 

 

 (f) Significance of Edgeroi-1 well 

Menzies contend that the conclusion to be drawn is that the seam continues into PEL 427 

confirming the „extreme attractiveness‟ of PEL 427 to ESG 

Menzies‟ statement is not supported by drilling results or hard data 

Refer discussion of significance of the Edgeroi-1 well in section 1(e) 

 

 (g) Clause 28 of the Valmin Code 

Menzies contend that MCS has failed to comply with clause 28 of the Valmin Code in that the 

MCS Report shows lack of transparency. 

With regard to his allegations regarding selective use of farmin terms and failure to disclose other 

transactions refer Section 1(a) . 

MCS strongly believe that it would be misleading to incorporate comparisons of farmin  terms 

with permits containing vastly different geology and prospectivity as advocated by Menzies. The 

comparisons quoted in section 5 of the Menzies document of January 15 are totally misleading as they 

deal with permits containing rocks of differing age, and most importantly significantly greater thicknesses 

of prospective coal in formations not present in the Orion permits. 

The only valid farmin agreement that can be considered as applicable is that one between Orion and 

ESG, and utilized in the valuation of the Orion permits.  

Regarding the significance of the Edgeroi-1 well refer to section 1(d) 

With regard to the issue of map usage, refer section 1(d). 

With regard to the prospectivity of PEL 428 refer to recent ESG/Orion ASX releases relating to CSG 

coreholes drilled in PELs 6, 427 and 428 quoted in section 3, and the discussion of PEL 427 and PEL 

428 prospectivity in Section 6. 

PEL 428 like the western half of PEL 427 only contains Surat Basin section. Where the Cretaceous 

aged Coreena-Bungil coals of this sequence have been intersected they are in thin seams of poor 



 

 

quality. The older Jurassic Walloon Coal Measures, which are productive of CBM in Queensland, do not 

appear to be present in these two Orion‟s permits. 

 

2. HISTORICAL RELATIONSHIP BETWEEN EASTERN STAR GAS (“ESG”) AND ORION 

ESG Farmin 

Menzies made a number of contentions in relation to the historical factual circumstances of EGS 

and Orion. 

ESG originally farmed into the Comet NSW assets in order to acquire a participating interest in their 

licences. (Comet is a listed ASX company with most of its assets located in the United States, and is not 

a related party to ESG). Subsequently this right was assigned to Orion in return for shares in the then 

forthcoming Orion IPO.   

Orion subsequently listed on the ASX with these assets.  No valuation was stated in the prospectus as 

there was no requirement to do so.  (Menzies attributes a value of $7.15 million to the value of the 

shares issued to ESG). 

Subsequently ESG reviewed the acreage and decided to farm back in to the NSW licences in order to 

assess the CSG potential only, under a strata title licence agreement. 

This transaction was approved by the previous Orion board management and independent board 

directors, with the ESG board representative abstaining.  

I am informed that Menzies is incorrect in his statement that Orion listed with two directors being ESG 

nominees.  Mr. Ashley Edgar was certainly an ESG nominee, but properly stood aside when the Board‟s 

decision to accept the ESG farmin was made. Mr. Dennis Morton had been independent of ESG since 

well before the Orion listing in December 2007.  

ESG is one of two large Orion shareholders, neither of whom has a controlling vote.  In such case it 

would seem mischievous of Menzies to maintain ESG controls Orion. 

Accordingly I consider the ESG farmin to be an „arm‟s length‟ transaction, as no valid evidence 

has been forthcoming to the contrary. 

 

Orion contribution to the ESG farmin wells. 

I confirmed with Orion‟s CFO this week that Orion made no contribution to the ESG farmin wells.  I 

am at a loss to understand how Menzies reached such a conclusion from my account – it seems he has 

neglected to recognise Comet & Davidson‟s contribution to the program.  

My understanding as spelt out in my report was that prior to drilling the earning well in PEL 427 the 

interests held in the CBM joint venture were 

Comet Ridge etc 25%  

Orion 75% .  

ESG earned 50% from Orion by meeting 75% of the well cost.  Comet paid their pro-rata share to 

maintain a 25% working interest, Orion not being required to contribute at all. 

Accordingly I correctly valued the permit on the basis that ESG paid 75% of the $650k well cost ($488K) 

to earn 50% working interest, 

In PEL 428 initial CSG interests were  

Orion 60%  

Comet Ridge & Davidson 40%.  

Oriont farmed out a 40% working interest to ESG whilst maintaining a 20% working interest. 

Again the calculation is correct, based on the fact that 60% of the well cost ($390,000) was paid by ESG 

to earn 40%, the balance being paid by Comet & Davidson. No contribution from Orion was required. 

Menzies reiterates this accusation in his email of Jan 29 His contentions were refuted previously 

in the above section 

 

3. COMPLIANCE WITH ASIC REGULATORY GUIDELINES 

Menzies contend that the MCS Report is not based on reasonable grounds because the valuation 

methodologies are either inapplicable in the circumstances, or are not correctly applied.  



 

 

Menzies also contend that the application of the valuation methodology is flawed because MCS 

ignored a wide range of transactions and only relied on one single non arm‟s length transaction.  

Menzies further contend that MCS failed to fully set out supporting information in relation to its 

assumptions in the MCS Report. 

We consider the valuation methodologies employed in our Report are appropriate, and Menzies 

assertion to the contrary is both incorrect and unsubstantiated. 

 

ASIC Regulatory Guide 11   

Our valuation methodology is fully set out in our Report, and the Report was lodged with ASIC before 

being dispatched to Gas2Grid and Orion shareholders. The fact that the methodologies employed have 

not increased the value due to aggregation of licences and unrelated farmin transactions has been 

explained in Sections 1(c), 1(a) and 1(g). 

The outcome is controlled ultimately by geological factors, not by assets having a similar 

address. 

In effect most of the ESG assets located to the south of Orion‟s permits are located in the Gunnedah 

Basin proper, whilst the Orion properties are mostly located in the southern extension of the Surat-

Bowen Basin from Queensland. This brings in to play a significant geological difference as it relates to 

coal seam development and thus CSG potential.  The recent ESG/Orion ASX releases relating to 

CSG coreholes drilled in PELs 6, 427 and 428 support that conclusion, with only minor coal 

developed in the target formations which differ completely from those in the Gunnedah Basin.  

These coreholes failed to find a single thick coal seam that is capable of being commercially 

developed for CSG production. Menzies comments in his letter of Feb 2 relate to this issue, and 

we consider our comments above adequately answer the point raised. 

 

4. MCS VALUATION METHODOLOGIES 

 

4.1 Menzies contend that the use of the Exploration Expenditure Commitment valuation 

methodology is flawed because it does not reflect any consistency between the work 

commitments and the perceived value of the tenements.  Menzies also contend that the use of 

the valuation methodology in this context was inappropriate. 

Menzies‟ claims regarding these methodologies cannot be supported, as the comparative farmin terms 

he quotes apply to areas which differ markedly in both geology and the amount of hard technical  data 

available. Menzies‟ argument also fails in that in his two quoted examples the work commitment method 

is not the definitive valuation method, as they both have established farmin terms, whereas we have 

largely applied the work commitment method for Orion assets (Darling Basin) where there are no 

relevant farmin deals available to establish value. Where we considered use of the work commitment 

was potentially misleading as in the case of PEL 471, a value was derived uiltising hypothetical farmout 

terms. 

Additionally the examples quoted (for non relevant Permits) incorrectly enumerate the values he 

calculates for the purpose of illustrating the „crudeness‟ of the method.  

(In particular the Santos‟ farmin to PEL 456 values the permit at $10 million, the same figure as that 

derived from the work commitment, whilst the Santos farmin to PEL 12 calculates as just under twice the 

work commitment method: his calculation for PEL 464 is correct). 

Undoubtedly recent farmin terms provide a more accurate valuation than the more chancy work 

commitment method, especially, for example when activity expands rapidly in response to market 

factors.  However where no relevant farmin terms are available, we consider it reasonable and 

appropriate to have recourse to the work commitment method.  All this was explained in section 6 of our 

report.  

 



 

 

4.2 Menzies contend that in referring to recent commercial transactions  valuation methodology, 

MCS failed to refer to other transactions, other than the ESG farmin. Menzies contend that there 

are numerous other relevant transactions that ought to have been considered. 

This matter has already been dealt with in Section 3. 

 

4.3 Menzies contend that the terms of the ESG farmin had been negotiated 4 years previously 

and otherwise contend that the ESG farmin was not at arm‟s length. 

Menzies‟ claim at the end of this section that the terms of the 25
th
 August 2008 ESG farmin were not 

arm‟s length and not recently negotiated are patently wrong.  ESG farmed in to the CSG rights only, and 

that farmin was negotiated by the former Orion board in 2008.  Claims that the farmin terms were 

negotiated 4 years earlier are unsustainable, (no strata title provision was included in the  initial ESG 

farmin to Comet), with no relation to the facts as stated above.  

This contention is not sustainable – see previous comment regarding August 2008 farmin agreement in 

Section 1(b) 

5.  RECENT FARMIN TRANSACTIONS RELATING TO PELS IN THE GUNNEDAH BASIN 

INCLUDING THE SYDNEY SUB-BASIN (sic) 

Menzies contend that there are a number of transactions that were ignored by MCS in its report 

relating to relevant areas. In particular Menzies contends that the transactions involving Santos 

and ESG‟s southern permit, located to the south of Orion‟s permit, are relevant. Menzies also 

contend that MCS incorrectly chose to only rely on the ESG farmin transaction for valuation 

purposes, as it contends it was not at arm‟s length.  

This issue was dealt with in section 1(a) and (1g) where the pitfall of applying farmin terms from permits 

with fundamentally different geology was stressed. 

The Menzies critique mentions the Santos permits (PELs 456, 1, 12, 450 and 452) and ESG‟s permits 

(PELs 458 and 464)  located further south in the Gunnedah Basin, an area of significant geological 

difference from, and of no relevance to PELS 6, 427, 428 and 455. 

Santos‟ and ESG‟s southern activities and acquisitions are of no relevance to Orion‟s acreage as they 

are in acreage underlain by Gunnedah Basin sediments, i.e. they occur in different geological domains. 

MCS believe that PEL 428 is totally located in the Surat Basin, with neither  Gunnedah nor Bowen Basin 

section present and hence no CBM potential . A similar situation applies to the western half of PEL 427. 

However the latter tenement has a small area of Gunnedah Basin in its south-eastern corner. Most of 

PEL‟s 6 & 455 contain both Bowen and Surat Basin sediments, hence they are the most potentially 

prospective of Orion‟s permits, particularly for conventional hydrocarbon exploration. However they have 

limited CBM potential.  

Refer also to our previous comments in section 3. 

Yet again we reiterate that Menzies have failed to establish that the ESG farmin was not arm‟s length or 

recent, refer sections 2 and 4.  

Most geologists (and operating companies) would rate the Permian intervals of the Bowen Basin and 

the Jurassic Walloon Coal Measures of the overlying Surat Basin, along with the Permian sections of 

the Sydney and Galilee Basins, as the most prospective CBM domains in eastern Australian. The 

Gunnedah Basin (proper) south of Orion‟s tenements similarly does have appreciable CBM potential, 

but is likely to be developed at a much later stage than the Queensland permits. Menzies again raised 

the issue of farmin terms for PEL 456: We consider the above comments (Section 5) deal adequately 

with this issue. 

 

 

 

 

6.  NON DISCLOSURE BY MCS OF MATTERS CONCERNING THE ESG FARMIN AND OTHER 

DEFECTS 



 

 

6.1 Menzies contend that MCS failed to disclose all matters relating to the ESG farmin. Menzies 

again contend there has been no justification given to MCS‟s assumption that the ESG farmin 

was at arm‟s length. 

This is a repetition of previous contentions, and has been dealt with in section 2. 

Repeated yet again in Menzies letter of Jan 29.  No new issues raised. See Section 2. 

6.2  Menzies contend there was an inconsistency between an announcement on 25
th

 August 2008 

and the Orion 2008 Annual Report and the contents of the MCS Report in relation to the interests 

of Orion, ESG and Comet Ridge and PEL 427. Menzies contend that by reason of the 

discrepancy, either with respect to whether Orion was “free carried” through the work program, 

the terms of the ESG program have not been complied with, in breach of ASX Listing Rules, or 

MCS‟s Report contains a serious flaw. 

This matter was dealt with in Section 2. Menzies have failed to appreciate the fact that Comet, not 

Orion, contributed a share of the farmin program.  Orion have confirmed they made no contribution to 

this program, and are thus not in breach of the ASX Listing Rules. MCS evaluation of this farmin was 

correct, and there is no „serious flaw‟. 

Repeated yet again in Menzies letter of Jan 29.  No new issues raised. 

6.3 Menzies contend that MCS failed to provide adequate description and appropriately detailed 

maps in relation to PEL 455. 

We consider our description of PEL 455‟s geology and potential in our report was reasonable and 

adequate. A minor discrepancy is acknowledged in our discussion of PEL455 below.  This has virtually 

no effect on the value assigned. 

 

6.4 Menzies contend that MCS‟s valuation of PEL 428 and comments that PEL 428 has lower 

prospectivity than the other Orion permits were not substantiated. 

The comments relating to the geology of PEL 428 in our Report are relevant.  Considerable work would 

need to be undertaken if this permit were to be adequately explored.  Whether this would be justified is 

doubtful.  Refer discussion of PEL 455 below. 

 

6.5 Menzies contend that in relation to PELs 422 and 424, that the application of the work 

commitment method was flawed and that no other evidence was put forward by MCS to show 

that this methodology was applicable. Furthermore Menzies contend that there were no 

references to other transactions analysed and no attempt to research recent commercial 

transactions. 

Orion report that despite extensive farmout attempts no offers were received for these permits, not 

withstanding the fact that exploration prospects had been identified by seismic. We confirm that no 

farmouts have been achieved within the Darling Basin in the last decade or more, and accordingly the 

„recent transactions‟ method is not applicable, and we have had to base our valuation approach on a 

quite recently agreed work commitment.   

 

6.6 Menzies contend that MCS failed to include geological information in relation to PELs 422 

and 424, particularly in relation to their prospectivity, to support MCS‟s contention that they were 

at such an early stage of exploration as per the MCS Report 

Refer comments on PEL 422 and PEL 424 below and in our Appendix. 

We consider the comments regarding these permits in our Report were adequate and reasonable. 

In our opinion these permits are undeniably at an early stage of exploration. 

 

 

6.7  Menzies contends that with respect to PEL 471 , MCS failed to provide sufficient information 

and failed to provide its underlying assumptions , and again failed in applying the appropriate 

valuation methodology. 



 

 

Our geological summary for this permit (page 12) with its underlying Bancannia Trough sediments 

provide an accurate and reasonable description of the prospectivity of this area.  Whilst several 

unsuccessful attempts have been made to farmout a well in this area over the last 20 years (e.g. 

Alliance Oil and Continental (not the multi-national)) we indicated we regarded this as the most 

prospective portion of the Darling Basin, and accordingly did not rely on the work commitment method 

but constructed a valuation based on hypothetical farmout terms.  Although this may provide a slightly 

optimistic figure we consider we have dealt reasonably and fairly in valuing this property. 

 

6.8 Menzies contend that with respect to PEL 471 MCS failed to comply with ASIC regulatory 

Guide 170 in that MCS failed to have reasonable grounds and disclose its assumptions. 

Refer section 6.7 above 

 

 

Additional Comments 

The fact that the examples of Santos‟ and ESG‟s farmin terms located to the south are irrelevant to the 

Orion CSG permits and therefore potentially grossly misleading has been mentioned previously in 

sections 1 (a) and 1(g) and 5, and further detailed supporting geological arguments can be found in 

Appendix 1. 

 

The Santos and ESG permits are located further south in the Gunnedah Basin, an area of significant 

geological difference from, and of no relevance to PELS 6, 427, 428 and 455, because of the lack of any 

significant coal development in these Orion licences. 

 Refer Menzies comments in email of Feb.2 

 

MCS believe that PEL‟s 6, portion of 427 and 455 are located primarily in the Bowen/Surat Basin, not 

the Gunnedah Basin. PEL 428 has neither Bowen nor Gunnedah section present.  

However a small area of Gunnedah Basin section is recognized in the south-eastern portion of  PEL 

427. 

 

PEL 6 

Once again we regard the transaction used to value PEL 6 as being at arm‟s length and a recent 

transaction, contrary to claims made by Menzies. 

Menzies contention that MCS did not make it clear that the August farmin related only to CSG is 

refuted by our statement of such in section 7.1 (b) of our Valuation Report. 

Whilst ESG have assigned a resource estimate of 3.5 TCF to PEL 6, this estimate does not relate to 

reserves: it relates to as  yet undiscovered resources, and assumes that coal seams yet to be 

intersected are present over a large area.  As such it cannot be regarded in the same sense as 

quantified reserves, has only a small chance of being fully realized, and contributes little to the 

estimation of value.  The failure of the recently drilled Gwydir-1 well located in this tenement to 

encounter appreciable Permian aged coal has markedly downgraded the above estimate. 

 

PELs 427 and 428 

Once again, Orion did not contribute to the ESG farmin wells, thus rendering Menzies‟ comments 

irrelevant. 

PELs 427 and 428 are considered by MCS to be marginal permits, due to the lack of geological data 

pertaining to them and due to the fact that the section thins (by non-deposition at the base and erosion 

at the top), to the west. There is very little available seismic, gravity or magnetic data over these two 

tenements. Very little drilling has been done and what has been has not encountered appreciable 

Jurassic or Permian coal seams. Hence we believe these areas to be marginal at best. 

 



 

 

 

 

 

PEL 455 

MCS does acknowledge a discrepancy in the stated area of the Cretaceous age Bungil-Coreena coals, 

particularly in PEL 455, in our report. However, please note that we do not accept the extent of,  nor the 

existence of, the fairway as shown on the previously mentioned drawing. There is a major difference 

between the CBM potential of the prospective Maules Creek Coals and the non-prospective Cretaceous 

intervals, which contain little coal.  Accordingly this slight error has no implication for our ultimate 

assessment of value. 

The distribution and thickness of the Coreena-Bungil Formation coals has not been accurately 

determined.  The available data covers less than one third of the licence area. Where intersected on 

electric logs the coals exhibit low aggregate thickness and all seams are very thin, <1 meter.  Hence 

they are not commercial.  Additional well control, electric log profiles and higher resolution seismic 

control is required to adequately map the extent of these coals. 

 

 

PELs 422 and 424 

Orion‟s Nyngenderry-1 well drilled in 2009 proved to be a dry hole. The lack of seal in that well provides 

little encouragement for future exploration in the vicinity.  Consequently a low value is assigned to these 

licences. 

Regional seismic data has been recently acquired at a cost of approximately $5,000/km and the costs 

we have quoted are both correct and recent and relate to Orion‟s own operations.  Menzies‟ 

assumptions regarding values are therefore incorrect. Accordingly we consider our valuation to 

be valid, and certainly not misleading. 

 

PEL 471 

This permit is located in the same sedimentary basin as permits PEL 422 and 424 and many of the 

factors which apply in those two licences also apply.  

However the Bancannia Sub-basin, which underlies PEL 471, contains the Rigel Prospect, which 

warrants a test well, as it also contains organic rich Cambrian sediments in addition to the normal 

Devonian section of the Darling Basin. Hence sealing units may reasonably be expected for this 

prospect. 

We reiterate that regional seismic has recently been acquired at a cost of approximately $5,000/km – 

thus the quoted costs used in the valuation calculation are not only correct but recent, and relate to 

Orion‟s own operations. Therefore our valuation is adequate, and certainly not misleading. 

Refer also comment in section 6.7 

In relation to Reg. Guide 170 and its components, we consider the MCS values are reasonable, and 

therefore not misleading. 

 

More detailed discussion of Orion‟s Darling Basin and Surat Bowen Basin sediments is 

contained in Appendix 1 

 

Menzies states that his listed (Santos and ESG) properties are “all prospective for CSG”.  Whilst this is 

obviously true, as previously stated these same licences have markedly different geology, which is far 

more favourable for CSG development:.  There is also much better geological control and production 

history available, which lessens the risk of failure and expensive dry holes. 

Compare this with the Orion licences where it is not yet possible to determine whether they are 

prospective for CSG, and which have not established any reserves.  Accordingly we have not 

attempted to determine resource estimates.  We conclude the CBM potential of Orion‟s acreage 

appears to be very limited 



 

 

 

 

 

 

Response to Menzies‟ letter of January 20
th

 with regard to Seismic Costs 

 

In response to Menzies and Partners „Letter to MCS‟ of January 20
th
 2010 with regards to seismic costs 

it should be noted that the per kilometer cost of seismic acquisition (and consequently processing and 

interpretation) traditionally reduces with the increased total line length of the survey. This follows from 

the fact that that the crew mobilization cost is spread over the larger survey total.  Menzies‟s calculations 

confirm this fact in Section 1 of the said letter. 

Acquisition parameters requested by the client e.g. spacing of geophones will also affect price. 

In a similar vein, the cost of seismic acquisition (and subsequently processing and interpretation), like 

most items, increases year upon year. Again the Menzies letter confirms this fact. 

 

With regard to the recently acquired seismic data in PEL 471 which shows a lower per kilometer cost 

than the previously acquired data in PEL‟s 427 & 428, this results purely from the common practice of 

seismic acquisition contracting companies of submitting low indicative bids in times of low activity or if a 

non contracted recording crew is expected to be nearby and hence a low mobilization figure will apply. 

 

The actual seismic costs are quite well within industry norms.  

 

 

 

7. MCS REPORT AND G2G TENEMENTS 

 

7.1 Menzies contend that MCS failed to provide sufficient information in relation to EP453 in 

relation to the key assumptions in using the valuation methodology. 

EP453 

We consider the map and summary of the prospectivity of EP 453 on page 16 of our  

Report is both reasonable and valid, and provides an adequate basis for assessment of this permit. The 

availability of recent farmout data from nearby acreage is fortunate.  The farmin terms quoted are 

correct and relevant, but protected under a confidentiality agreement.  Refer ASIC RG 111.87 

 

7.2 Menzies contend that MCS failed to verify information provided by G2G and objectively 

assess the reasonableness of G2G‟s assumptions. Menzies further contends that MCS 

assumptions were subjective and not independent views. 

 

SEC 44 Philippines 

G2G provided us with a summary of a recent presentation on their overseas assets. 

In the case of their Philippines acreage this included a geological report, well logs and drill stem test 

recoveries for both the Malolos-1 and Nuevo Malolos-1 wells.  We stand by our assessment of both 

well‟s prospectivity, and the possible consequences of the current assessment program (page 23). 

The farmin terms offered for a nearby permit are correct but obviously confidential as negotiations are 

ongoing. 

 

St Griede Licence France 

This permit lies immediately east of existing oil and gas production, and shares the same stratigraphic 

section and structural style. Our review on pages 17 and 18 of our Report provides valid and adequate 

information for assessing the prospectivity of this area.  We consider that this permit certainly warrants a 



 

 

substantial exploration effort.  Note that there are no oil and gas reserves located within the licence area 

and no claims have been made to that effect. 

Menzies raises the issue of Gas2Grid‟s ability to finance its half share of the 5 year work programme in 

France.  It is not uncommon for exploration companies to take on future commitments which can only be 

met by farmout, capital raising etc or a combination of these. The fact that this is a contractual 

commitment ( a common conditional term in many overseas jurisdictions) does not mean that Gas2Grid 

will be unable to meet its commitment by the means mentioned. 

 

8. ESG FARMIN NOT ENTERED INTO ON AN ARM‟S LENGTH BASIS 

Menzies contend that the ESG farmin was not made on an arm‟s length basis, and also makes a 

number of contentions as to the factual/historical background. 

This section is repetitive, and the matters raised have been dealt with previously. 

See also comment in summary below.  

 
9. OTHER FARMOUT OPPORTUNITIES 

Menzies contend that Orion has failed to consider or announce any expressions of interest from 

parties in relation to other farmout opportunities.  Menzies also contend that the failure to seek 

expressions of interest and shareholder approval resulted in the ESG farmin not being on an 

arm‟s length basis. 

Orion have not reported any farmin offers from third parties other than ESG.  ESG was familiar with the 

permits and made an attractive offer to Orion which provided them  with significant and immediate 

advantages, (see summary below).  Orion did not rate the CSG of their permits highly and in retrospect 

seem justified by the results of the initial round of CSG coreholes.  The decision to farm out would have 

been an easy one with immediate advantages to Orion - it relieved them of the need to spend money to 

meet work commitments in several of their marginal permits.   I consider it doubtful that a search for a 

farminee would have any better outcome – such a course may well have lost them  their „bird in the 

hand‟ if ESG had decided to look elsewhere.  All this is normal industry practice, and should not be seen 

as remarkable,. 

 

In summary these claims are invalid for the following reasons: 

 The geology of the Orion assets and the quoted Santos/ESG farmin deals are very different and 
therefore cannot be used to value Orion‟s assets. 

 The previous Orion Board independently negotiated and approved the ESG farmin. 

 If ESG had a pre-existing plan to farm in to the assets it vended into Orion‟s IPO it would never 
have transferred them to Orion.  

 The CSG assets were considered as being marginal and of little value to Orion and I am 
advised the board did not wish to allocate their limited resources trying to value add by 
assessing the CSG potential.  

 The Orion board farmed out to a successful and competent CSG Operator on favourable terms 
to Orion – they covered their farmin commitment and Government work commitments whilst 
securing a residual CSG interest. 

 

GEOLOGICAL APPENDIX  

In order not to complicate the arguments dealt with above we have included more detailed explanations 

of our geological thinking in Appendix 1.  This section is an important part of our response, but contains 

more matter than we would normally include in a valuation report. 

 
Jack Mulready 

Director and Principal Consultant 

Mulready Consulting Services Pty Ltd 



 

 

 

Additional Matters raised by Menzies email of Jan 29 

 

Breach of Listing Rule 10.1 – I understand Gas2Grid have provided a comprehensive answer in refuting 

this accusationOther additional matters raised by Menzies in his email of Jan 29 deal with legal or 

financial matters not directly related to the MCS Report. 

 

Menzies request in his letter of Jan 29 for release of our Response Letter of Jan 23 is at the discretion of 

the clients. 

 

JNM 3.2.2010 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

APPENDIX 1 (R. Meaney) 

Maps 

 

MCS acknowledges MP‟s comments that the inclusion of a map showing aggregation of PELs 6, 427, 

428 and 455 and the adjacent tenements, which have been acquired by other companies for CBM 

exploration, could have been incorporated into the MCS report.  However, MCS believe that this would 

not have altered our conclusions on the prospectivity and consequently the value of Orion‟s tenements. 

 

We hold the view that much of the postulated prospectivity in the critique from Menzies & Partners is 

conjectural and is not supported by any appreciable hard data. 

 

MCS do not feel that a map of each of Orion‟s Gunnedah Basin tenements is required. The company‟s 

holdings in that basin are well illustrated in Figure 1 of Orion‟s “Activities Report for the Quarter Ending 

30 September 2009”. That drawing, which is included in the Menzies & Partners‟ critique in the section 

on PEL 455, adequately shows all of Orion‟s Bowen/Surat Basin acreage and selected well data points. 

It also shows ill-constrained CBM pathways; this drawing is not included in our report, however it could 

have been included in the MCS report to illustrate the postulated but unproven fairways.  MCS has 

grave reservations as to the existence of these fairways. 

 



 

 

Potential Resources 

 

The MCS report does in fact mention the only quantified potential resources in Orion‟s 

Bowen/Gunnedah Basin Complex acreage, that of the seismically defined Toenda and Whalan Creek 

conventional petroleum prospects. There is no detailed supporting evidence to substantiate the figure of 

3.5 TCF of CBM assigned to PEL 6. Similarly, the potential resource determinations for Orion‟s Darling 

Basin tenements are derived from seismically defined and mapped closures, with no substantial well 

control.  

 

CSG Fairway 

 

The “CSG pathway from PEL 238 to the Queensland border” is yet to be confirmed by exploration 

drilling, testing and laboratory analysis of the coals. Whilst most of the acreage overlying the Gunnedah 

Basin has been taken up, that in itself is not proof of the acreage‟s prospectivity, nor, more importantly, 

its productivity. 

 

The relevant results from Edgeroi- 1 well (located in Eastern Star‟s PEL 238, south of Orion‟s blocks and 

within the Gunnedah Basin) are discussed in the MCS report. However, it should be noted that the 

Cretaceous Bungil-Coreena and Triassic Moolayember postulated fairways are ill-defined by drilling 

and/or seismic. Furthermore, there is no CBM production from coals of these ages. The Permian Maules 

Creek coals, which are the smallest in lateral extent, are the most prospective coals for CBM production.  

The results of Edgeroi-1 cannot be extrapolated a great distance to the north as uplift and erosion have 

removed much of the Permian CBM target section. 

 

Orion‟s tenements are primarily located in the Bowen/Surat Basin, in which the production in the 

Queensland sector is from the Permian section and Jurassic Walloon Coal Measures respectively and 

exclusively. In the Gunnedah Basin to the south the coals with the most potential are the Permian aged 

Maules Creek Coals. There is no Triassic aged or Cretaceous aged CBM in the Gunnedah Basin, nor 

any other basin in Australia.  

 

The very limited and widely spaced drilling in Orion‟s tenements has failed to encounter 

widespread coal development in terms of seam thickness, gas saturation and thermal maturity. 

In fact, in the Kurrabooma 1 well an aggregate of 4.6 m of coal was intersected, but not a commercially 

viable seam of adequate thickness was noted. The coal was of poor quality. Hence there is, at this 

stage, no established CBM prospectivity in PEL 428. Furthermore, there is no established CBM potential 

in the PEL455 area, very little in PEL 427 and PEL 6, as little or no Permian nor Jurassic coal, the 

productive horizons in the Queensland sectors of the Bowen and Surat Basins respectively, has been 

intersected.  

 

MCS have accepted and noted the limited conventional petroleum prospectivity of northern PEL 6, PEL 

455 and the northern portion of PEL 427.  PEL 428 appears to have very low conventional prospectivity. 

Rather than downgrading the prospectivity of PEL‟s 427 & 428, MCS have noted the lack of established 

prospectivity.  

 

Coreena-Bungil Fairway  

 

As discussed in Section 6 above in the sub-section relating to PEL 455.  

 

Moolayember Fairway 

 



 

 

In a similar vein to the Coreena-Bungil Fairway the Triassic aged Moolayember Fairway is not supported 

by much hard data. It is thought to be present in the far south of PEL 6 and the east of PEL 427. The 

Triassic section contains little coal and is not productive of CBM anywhere in Australia. 

 

Maules Creek Fairway 

 

Orion formerly believed that a Permian aged Maules Creek fairway was present in the southeast of PEL 

6 and in the south of PEL 427. Recent drilling results at Bellarta-1 in the south of PEL 427 showed that 

very little, if any, of the Late Permian age target section is present. The Gwydir-1 well in PEL 6 also 

failed to intersect its target section, the coals of the Early Permian, hence the Maules Creek fairway 

shown on earlier Orion maps is conjectural at best.  A small area of Gunnedah Basin section is present 

in the south-eastern corner of PEL 427. 

 

 

Gunnedah Basin sectionGunnedah Basin section  

Menzies Partners further question, in their letter of 20
th
 January, 2009 MCS‟ contention that PEL 427 is 

of marginal prospectivity for both CBM and conventional hydrocarbons.  It needs to be clarified that the 

north of PEL 427 contains Bowen/Surat Basin section as evidenced by the results of drilling in the Barb-

1 and Lantern-1 wells and Gunnedah/Surat Basin section in the south as indicated by the results of the 

Bellarta-1 and Bellarta-2 wells.  

 

The north of the tenement has marginal prospectivity for Bowen Basin sourced conventional 

hydrocarbons. Whilst the southern portion of the permit contains a thin veneer of Gunnedah Basin 

sediments.  

However the thick coal development which is prospective for CBM further south in the Gunnedah Basin 

(proper) in the Santos and ESG tenements, amongst others, is absent in PEL 427. If there are no coals 

it is most unlikely that CBM is hosted in the section 

 

It is unfortunate that it was not clear in the MCS Report that Bowen Basin section is present in northern 

PEL 427. 

 

To arrive at my opinion on the marginal prospectivity of these two tenements I had viewed all the 

available data on Orion‟s tenements and had earlier prepared the Independent Geologist‟s Report for 

inclusion in Orion‟s Prospectus. I used my substantial knowledge of the Bowen/Surat and Gunnedah 

Basins, as well as other basins and CBM, to evaluate the data. I drew conclusions supported by 

geological, analytical and empirical facts that PELs 427 and 428 are of marginal prospectivity for CBM 

and conventional petroleum production. Orion concurred on the evaluation for conventional petroleum. 

 

Pilliga Trough 

 

With regard to the Pilliga Trough, located in southern PEL 428, the very limited data that defines this 

feature shows very little coal development. Nor does it exhibit significant trapping geometry for 

conventional exploration.  This feature does not contain Gunnedah Basin section in PEL 428. 

 

 

 

Darling Basin Tenements 

 

Menzies  Partners state the size of most of the calculated potential resource that could be held in the 

seismically defined conventional prospects in the Orion‟s Darling Basin tenements, as evidence that the 

Darling Basin tenements are not at an early stage of exploration. 



 

 

 

The prospective resource determined by Orion at Netallie was not stated by MCS as it is believed to be 

overly optimistic. However, it will be large if hydrocarbons are present in the structure. At the time of 

preparation of the MCS report seismic mapping was being undertaken in PEL 471 and a strong lead up 

dip of Jupiter 1 was recognized. Hence, no determination of potential resources was conducted for that 

feature. Since then this lead has matured into the Rigel Prospect. The estimated potential resource for 

the Burramwood Prospect is given in our report. 

 

The results of the drilling of Nyngynderry-1 in PEL 8, subsequently surrendered, have downgraded the 

prospectivity of much of the basin. That well encountered no significant sealing units and no 

hydrocarbon indications.  

Note that the listing of estimated potential resource determinations does not disprove that the Darling 

Basin is at an early stage of exploration. 

 

In actuality the Darling Basin is at an early stage of exploration, as until the drilling of Orion‟s 

Nyngynderry-1 well no valid test had been drilled in the basin. It is necessary to test a valid structure to 

assess a basin‟s potential. 

 

Gas2grid‟s acreage 

 

Menzies Partners have made little comment on the geology of Gas2grid‟s acreage.  Little data is 

available on Gas2Grid‟s French and Philippines acreage. The shows in the reports of drilling and 

prospectivity on Cebu Island provided to MCS were indeed “good” and are definitely worth pursuing.  

We stand by our comments on this highly prospective area on Cebu Island, The Philippines. 

 

With regard to the Aquitaine Basin in France, this too is an established productive basin which has 

produced 70% of France‟s indigenous gas. The basin has produced 13 TCF of gas and 0.45 MMbbl of 

oil. The exploring consortium‟s goal to review all existing data and acquire airborne gravity data and 

then seismically define any identified structure is sound exploration methodology.  

 

Such a review may uncover leads and prospects in the basin identified by previous operators, with an 

attendant estimation of possible resources. 

GLOSSARY 

 

 

Aeromagnetic Survey a programme whereby the magnetic 

character of the rocks in a given area is 

measured by means of an airborne instrument 

 

Aerogravity Survey 

a programme whereby the magnetic 

character of the rocks in a given area is 

measured by means of an airborne instrument 

  

  



 

 

Anticline a convex upwards fold in rocks 

Basement Unprospective rocks underlying a 

sedimentary basin 

Basin a depocentre for sediments resulting from 

local downwarping of the earth‟s crust 

BCF (bcf) one thousand million standard cubic feet.  A 

measure of gas in place or recoverable gas 

CBM/CSG Coal Bed Methane or Coal Seam Gas – 

gas derived from coals 

Cretaceous a period in geological history about 65 to 

141 million years past 

Electric logs a graphic representation of physical 

aspects of formations penetrated in a well 

Farmin an agreement by which an interest is 

acquired in an exploration permit 

Fault a fracture or fracture zone in rocks along 

which rocks on either side have moved relative 

to each other 

Formation a stratigraphic (rock) unit 

Jurassic a period in geological history about 141 to 

205 million years past 

MCF (mcf) one thousand standard cubic feet.  A 

measure of gas in place or recoverable gas 

MCF/D (mcf/d) one thousand standard cubic feet per day.  

A measure of flow rate 

MMCFD one million standard cubic feet per day 

(mmcf/d) a measure of flow rate 

mmbbls one million barrels 

Notional cost of a work     

programme 

Value of a work programme agreed with 

government.  This cost is not a commitment: the 

commitment is the work itself which must be 

completed by the company or Joint Venture 

Porosity the pore space between grains in a rock 

which is available for entrapment of fluids.  

Expressed as a percentage 

Permeability the ability of a rock to allow fluids to pass 

through it.  Unit of measurement the darcy, 

more commonly expressed as millidarcy (md) 

Permian a period in geological history about 251 to 

285 million years past 

Reserves Quantities of economically recoverable 

hydrocarbons estimated to be present within a 

trap 

Reservoir a subsurface volume of rock that has 

sufficient porosity and permeability to act as 

host for an hydrocarbon accumulation 

Seal an impervious layer of rock which prevents 

the escape of hydrocarbons from a reservoir 

Seismic a means of surveying subsurface rock 



 

 

structure utilising reflection of artificially created 

seismic waves 

Source A rock capable of generating hydrocarbons 

Stratigraphy The study of the composition, age, 

distribution and correlation of rocks 

Structure Features displayed by rock strata due to 

movement and consolidation after deposition 

Subcrop The „outcrop‟ of a rock which has 

subsequently been buried and concealed by a 

younger formation 

Tertiary A period in geological history about 1.78 to 

65 million years past 

Triassic A period in geological history about 205 to 

251 million years past 

Work commitment Work programme for the term of a licence 

as agreed between partners in a Joint Venture 

or between a company/Joint Venture and a 

government authority 
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Introduction 
 
Following receipt of correspondence from Menzies and Partners in late January, early 
February it has been requested that we provide generic submissions for additional 
disclosure. These submissions, with reference to the relevant requirements of ASIC 
regulatory Guide 111 and relevant clauses of the Valmin Code (2005) follow. 
 
Note that these comments must be read in conjunction with our Report of 
November 28th 2009 “Independent Valuation , Petroleum Assets of Gas2Grid Ltd 
and Orion Petroleum Limited”  
 
 
RG 111.52 
An expert should justify its choice of methodology or methodologies (including when the 
expert has used only one methodology, the basis for doing so) and describe the method 
or methods used in the report.  We consider that an expert report that does this allows 
security holders to better understand the expert report and determine the weight to be 
attached to the report. It also allows another expert, professional adviser or institutional 
investor to replicate the expert’s work and assess the valuation. 
 
Clause 32 VALMIN   Code 
Decisions as to the valuation methodology or methodologies to be used are solely the 
responsibility of the Expert or Specialist and must not be influenced by the 
Commissioning Entity. 
 
The Expert and Specialist must make use of valuation methods suitable for the Mineral 
or Petroleum Assets or Securities under consideration. Selection of an appropriate 
valuation method will depend on such factors as: 
 

(a) the nature of the Valuation; 
(b) the development status of the Mineral or Petroleum Assets and 



 

 

(c) the extent and reliability of available information. 
 
The Expert or Specialist should disclose and discuss in the Report the selected 
valuation method(s) used having regard to each of these factors so that another Expert 
could understand the procedure used and, within reasonable bounds, arrive at a similar 
Valuation. 
 
It may also be desirable to discuss why a particular valuation method has not been 
used. 
 
If more than one valuation method is used and, in consequence, different Valuations 
result, the Expert or Specialist should comment on how the valuations compare and on 
the reason(s) for selecting the Value adopted. 
 
 
We have been requested to provide  further discussion (than that provided in section 6 
of the MCS Report) as to why the two methods utilised (“Exploration Expenditure 
Commitment Method” & “Recent Commercial Transactions”) were selected. 
 
Set out below is a brief overview of the valuation methodologies available and why MCS 
has selected the “Exploration Expenditure Commitment Method” & “Recent Commercial 
Transactions Method” in the valuation assessment of Gas2Grid and Orion exploration 
assets. 
 
We note that in dealing with raw exploration acreage the choice of method is severely 
restricted. 
 
Historical Cost Methodology 
Here the historical costs of exploration to date (e.g. in a permit) are summed. 
This method is commonly utilised by exploration corporations in reporting the value of 
their assets in Annual Reports,  involving the use of Full Cost Accounting. 
The only advantage of this method is that it is capable of being measured objectively. 
Its major disadvantage is that the value derived may be far removed from the „true‟ 
value of the permit.  Disappointing exploration results, for example, may downgrade a 
permit‟s prospectivity (in many cases ultimately resulting in the value being written down 
to zero in a company‟s books), or conversely encouraging exploration results may have 
the reverse tendency, effectively upgrading the permit value.  Occasionally directors will 
undertake an update of the values included in their exploration portfolio, but ultimately 
there is no fundamental reason why a permit‟s value should be determined by the total 
of its historical costs.  It is a method with an obvious appeal to accountants but is rarely 
used in expert reporting. Accordingly, we have not relied on this valuation methodology. 
 
Net Present Value (NPV), Expected Monetary Value(EMV). 
As explained in section 6 of the MCS report this is a useful method which employs a 
financial model, and assumptions regarding key variables  (reserves, reservoir quality, 
recovery factors, operating and transport costs, sales contract terms et al.) and may be 
done on a pre or post tax basis. The NPV derived is then risked to provide the expected 
monetary value (EMV) As stated in section 6 of the MCS Report   I consider that none 



 

 

of the Orion or Gas2Grid assets are at a stage of exploration maturity that allows for 
such an analysis to be meaningful. 
 
 
Risking of the Expected Monetary Values (EMVs) of prospects within a permit. 
This method assumes a discovery for a prospect and assigns a Net Present Value 
(“NPV”)  thereto.  For a permit with several prospects identified these are individually 
risked with regard to geological or other technical factors to provide a set of EMVs 
which are then summed. 
Aggregation of such prospect EMVs may in some cases justify a premium being 
applied.  There are very few mature prospects in Orion and Gas2Grid‟s acreage. 
The prospects identified in the Darling Basin permits of Orion I consider to have been 
extremely high risk before the drilling of Nyngynderry-1 in PEL 8 in  2008. The evident 
lack of seal in that well further increases the risk factor to the extent that any value 
derived EMV would be minimal, and less than the arbitrary value assigned. 
Mapping and evaluation of the Rigel prospect in PEL 471 was not complete at the time 
of valuation. 
The Tuenda prospect in PEL 6 is of a different character in that it is located within the 
Surat-Bowen Basin, which is productive over the border in Queensland.  However the 
lack of any commercial success in over 50 years of exploration in the NSW portion of 
the Basin would again mean a low EMV being applied, and I consider my hypothetical 
farmin approach a more appropriate means of deriving a fair value. 
 
Further discussion of methodologies is already described in Section 6 of our Report; 
 
Work Commitment Method  
This method was described in section 6 of the MCS Report.  Although it possesses 
some of the disadvantages of the historical method, it also shares its objectivity. 
Furthermore,  it has the advantage that the government work commitment is normally 
no older than 3-5 years (as determined by renewal or initial grant terms) as well as 
having been approved as appropriate by the relevant state authority in granting an 
exploration licence  and is sometimes granted in a competitive context where 2 or more 
companies are bidding for the same acreage.  Accordingly, we have selected this 
valuation methodology. However, as noted in section 6 of the report this is a crude 
measure, and caution must be exercised in cases where there have been significant 
exploration results (positive or negative) since grant, or significant changes in the 
marketplace.  
 
As noted in section 6 the value derived will normally be conservative, with the exception 
of periods of major industry downturn.   
It should also be noted that this methodology has been used to effect  by valuers of 
petroleum exploration assets for at least 40 years. 
 
 
Recent Commercial Transactions Method 
This method was described in section 6 of the MCS Report. It is important to note that 
value is determined by the farmin terms, and is not equal to the gross amount a 
company may spend whilst farming in. 



 

 

For example let us say a company spends $1 million drilling a well to earn a 40% 
working interest in a permit. This values the 40% earned at $1 million, i.e. $25,000 per 
percentage point.   
The 60% residual interest of the farmor is thus worth $60X25000 = $1.5 million. 
This is usually the most reliable estimate for exploration acreage, assuming an arm‟s 
length transaction and a willing buyer and seller.  The closer the permit involved tithe 
subject permit and the more similar the geology the more reliable the estimate.  Ideally 
the terms would relate to the subject permit.  One of the chief advantages is its 
objectivity, again assuming an arm‟s length transaction. 
 
In selecting appropriate methodologies I have relied most recently on the summary of 
methods found in “Valuations” in  „Petroleum Economics Risk and Fiscal Analysis 
Course Notes‟ by Guy Allison, School of Petroleum Engineering, University of NSW,  
2004.  This summary has the value of being directed specifically to petroleum 
properties. 
I consider the two methodologies selected (Work Commitments and Recent 
Commercial Transactions)  to be the most appropriate for both the Orion and Gas2Grid 
properties 
 
Amplification of Section 7 – Valuations 
 
Orion Permits 
These are all located in NSW, with PEL 6 being regarded as the most prospective. 
 
PEL 6 – Section 7.1 of MCS Report 
 
It is significant that the work programme commitment is in this case greater than the 
actual farmin terms from ESG for the CBM, plus my hypothetical farmin terms, which 
together total between $3 and $4.2 million. 
 
The work commitment is between $4.9 million and $6.9 million. 
 
I am here influenced by the fact that the work commitment is contemporary (submitted, 
but not approved at the time) and discounts the potential phase 2 commitment (because 
it is a contingent commitment) of between $2.65 and $3.15 million.  As such I consider it 
provides a valid estimate of Orion‟s current assessment of the prospectivity of the 
permit.  
From my discussions with Orion management I also consider it likely that they will be 
vigorously and immediately pursuing farmout of their 95% to 97.5% interest in the 
conventional portion of the acreage. Despite the relatively high risk nature of the permit 
this would provide an opportunity for early exploration success with favourable 
implications for the company.  For this reason I have elected in this one instance to 
over-ride my likely estimate of farmin terms, rounding the near mid point value of the 
exploration commitment value to $5 million.  None-the-less I concede that another 
valuer may arrive at a different value depending on his/her assumptions.  However I 
stand by my previous estimate of $5million as being valid and reasonable. 
 



 

 

With respect to the influence of the global financial crisis on the August 2008 Farmin by 
ESG (15 months old), I consider the CSG market has remained active throughout, and 
therefore it would be unreasonable to apply a discount to this sector at this stage. 
Overall the effect of this crisis has been uneven within the industry, and difficult to 
quantify. 
 
Note:  Arithmetical error: the following arithmetical error resulting from a typographic 
error on my part was only recently detected. 
 The correct work commitment is spelt out in Table 3, page 8 of the MCS Report. 
I chose the slightly conservative option here, only including the firm portion of the 
programme, totally discounting  the contingent portion of the programme, acquisition of 
which will be determined by the results of the first two years. 
Table 3 indicates the firm work programme (years 1 and 2)  is between $4.9 million and 
$6.85 million, the latter value being rounded to $6.9 million 
(This was incorrectly transposed to section 7.1 as between $4.7 million and  $7.3 million 
– presumably a typographical error on my part.) 
Although interests vary within the permit between 95% and 97.5% I elected to choose 
95% as a reasonable, albeit slightly conservative compromise. 
Orion‟s share of the commitment is thus between $4.9 x 0.95 = $4.7 million  
and $6.9 x 0.95 = $6.6 million. 
Applying a 10% discount to allow for the effect of the royalty yields a correct range of 
between 
$4.7 x 0.9 = $4.2 million and $6.6 x 0.9 = $5.9 million 
 
 
I confirm that the correct value range as determined by the work commitment 
method (discounted by 10% for the effect of the royalty factor) is $4.2 million to 
$5.9 million. 
 
If we now consider the total range of values we have a range of $3 million to $4.2 million 
derived from a hypothetical farmin under the commercial transactions method, and $4.2 
million to $5.9 million derived from the work commitment method, providing an overall 
range of $3 million to $5.9 million. Considering that this area has a reasonable chance 
of conventional exploration to evaluate the Tuanda prospect in the short term I have 
chosen a figure of $5 million as my best estimate and rounded value for the value of this 
permit. 
 
 
 
 
PEL 427 -  Section 7.2 MCS Report 
I consider the explanation of this valuation in section 7 is adequate, reasonable and 
transparent.  The results of the current drilling programme have influenced my choice of 
a value at the lower end of the range.  
The Moree-4 corehole drilled in PEL 427 last year proved disappointing in that it 
encountered  less than 5 m. of coal in aggregate, none of the seams being thicker than 
40 cm and thus non-commercial. 
 



 

 

 
 
PEL 455 – Section 7.3 MCS Report 
Refer to our comments in relation to this permit in our letter of 23 Jan, Section 6.3 and 
Appendix page 12 
The value was established by comparison with PEL 6.  The 1/3 value as compared with 
that permit can be justified on the basis of  

(i) Size 
(ii) The fact that the section thins to the west  
(iii) The permit is at an early stage of exploration c.f. PEL 6 with key issues 

such as coal thickness still to be determined. 
(iv) There is unlikely to be any significant conventional exploration during the 

current renewal term. 
Both methods arrive at essentially the same value – the choice of the mid range value 
of $1.3 million should not be controversial.  
 
 
PEL 428 – Section 7.4 MCS Report 
 
This permit was valued on the basis of the ESG farmin terms. 
ESG paid $390,000 to earn a 40% working interest from Orion, i.e. $9750 per 
percentage point. Thus Orion‟s 20% interest is valued at $20 x 9750 = $195,000.  
Menzies has suggested we should have referred to farmin terms for Santos and ESG  
located to the south of Orion‟s permits.  Our letter of 23 Jan Section 1 (g) explains our 
reasons for not doing so.  The geology is significantly different and the exploration 
results have been far better than those in Orion‟s permits, which have yet to establish 
the presence of any commercially significant coal sequences.  
 
PELs 422 and 424 Darling Basin – Section 7.5 MCS Report 
 
The Darling Basin has been regarded within the industry as a frontier basin of limited 
prospectivity, with concerns regarding viable source rocks. This is born out by the fact 
that Orion received no farmin offers when this acreage was offered for farmout, as well 
as the disappointing results of drilling in PEL 8 (refer our letter of 23 Jan). 
The Netallie prospect and leads in this permit are now heavily discounted because of 
the lack of seal in the Nyngynderry-1 well in the adjacent PEL 8 licence (now 
relinquished).  
In such circumstances these permits were allocated a minimal figure of $840 per 
percentage point, based on the following  

1. The industry has shown little interest in these permits 
2. They have no CBM potential  

My lower range value of $680 per percentage point was derived from the work 
commitment programme, discounted by 20% for the high 8% royalty.  
My upper end valuation of $1000 per percentage point was not determined by analysis 
of farmin transactions or hypothetical farm-in. As stated it was my subjective 
professional opinion, influenced by  the fact the residual value may be attractive to a 
third party wishing to acquire untested acreage, e.g. for a new float.   



 

 

Effectively this is an attempt not to be too punitive in assigning a value at the low end of 
the spectrum. 
My reasoning was also  explained in  Section 7.5 of the MCS Report 
 
PEL 471 Darling Basin - Section 7.6 MCS Report 
 
We treated this permit more favourably than PELs 422 and 424, because, as explained 
on page 15 of our report we consider this permit to have a potentially favourable set of 
source rocks, as well as the fact that Orion are in the process of mapping the Rigel 
prospect in the south of the permit – a positive development for exploration in this 
permit.  Accordingly rather than rely on the minimal  work commitment we constructed 
an hypothetical farmout as contemplated in our discussion of the recent transactions 
methodology in section 6 of our report, and chose in this instance to discard the work 
commitment value. 
 
The calculation is simple $250,000 for a 25% interest, thus valuing the permit at 
$10,000 per percentage point.   
Orion‟s residual 75% working interest is thus valued at $75 x 10,000 = $750,000 
 
A valuation applies at a given time and in a given context.  I have tried to be fair to an 
exploration portfolio where exploration is ongoing in most areas.  
 
 
Gas2Grid Permits  
 
EP 453 - Section 7.7 MCS Report 
Refer comments in our letter of 23 Jan Section 7.3. We again reiterate the farmout 
terms quoted are both  relevant and recent, but the source is protected for commercial 
confidentiality reasons.  Nonetheless, as noted in our geological description of this 
permit the Canning Basin is currently regarded in the industry as high risk and 
expensive, as reflected by slow industry activity in recent years. Accordingly I have 
discounted the value somewhat by choosing the mid point between the work 
commitment and commercial transaction derived values, reflecting the fact that farmout 
of Canning Basin acreage is likely to be difficult in the present circumstances, despite 
the recent success of a farmout by an experienced Canning Basin explorer with good 
contacts in the WA market. 
Gas2Grid are likely to undertake acquisition of seismic (rather than the more expensive 
option of drilling) in meeting their 2010 work commitment. 
 
SEC 44 Philippines – Section 7.8 MCS Report 
I consider the explanation of this valuation in section 7 is adequate, reasonable and 
transparent.  I have explained why I rejected the work commitment method value, and 
have justified the terms I have selected for an hypothetical farmout. 
 
The farmin offer quoted is relevant and is still current.  Since negotiations are continuing 
the details naturally remain confidential. My comments on the implications of the result 
of the current workover programme are also relevant. 
 



 

 

 
St Griede Licence Aquitaine Basin France – Section 7.9 MCS Report 
 
I am informed by Gas2Grid management that the region of the basin being considered 
has seen minimal activity over the last decade. This means there are not likely to be a 
range of recent commercial transactions available for analysis. Development of 
prospects and leads will require acquisition of geophysical data as envisaged in the 
work programme. 
 
For this reason I have relied solely on the exploration work commitment method to 
derive a relevant value, despite its obvious limitations. 
 
Comments 
 
The issues raised in respect of the Valmin Code ( Clauses  28, 29 and 50, see 
Appendix )  mostly relate to disclosure and transparency. 
I consider these issues are adequately covered herein, and none of the issues raised 
would lead to variation of the values provided, although a case may be made that an 
alternative valuer might  produce a different  value than  mine in relation to PEL 6, I 
consider my choice of methodologies has been explained and justified.  It should be 
appreciated that where raw exploration acreage is concerned the choices are very 
limited. 
 
In summary I consider the selection of two primary methods of valuation to be 
justified given the fact that we are in general dealing with relatively raw 
exploration acreage with correspondingly high levels of uncertainty.  The values 
derived have been explained in detail herein, and I consider provide a valid and 
reasonable basis for understanding by investors. Similarly I consider the 
presentation to be transparent in that a technically competent person would be 
able to understand the methodology applied, replicate the procedures and hence 
the derivation of values. 
 
APPENDIX 
Specification of Valmin Code clauses. 
 
Clause 16 VALMIN Code 

Material/Materiality
D16

 means that: 

 

(a) the contents and conclusions of a Report; 
(b) any contributing assessment, calculation or the like; and 
(c) data and information 

 
are of such importance that their inclusion or omission from a Technical Assessment or Valuation may 

result in a reader of the Report reaching a different conclusion than would otherwise be the case. 

 

Clause 28 VALMIN Code 

“Transparency/Transparent”
 D38 

literally means “easily seen through, clear and unmistakable, free from 

affectation and disguise”. For the purposes of the VALMIN Code, these qualities must apply to the data 

and information used as the basis of a Valuation or a Technical Assessment, including the assessment of 



 

 

resources/reserves, mining, processing and marketing issues, the valuation approach adopted and the 

methodology or methodologies used, all of which must be clearly set out in the Report. 

 

Clause 29 VALMIN Code 

A Report will demonstrate its Transparency if it conforms with the content requirements set out in Clause 

50 and if another Competent Expert or Specialist could value the Mineral or Petroleum Assets or 

Securities concerned at approximately the same level and/or make similar Technical Assessments if they 

had access to the same information and data and used the valuation approach adopted and the valuation 

methodology or methodologies as set out in the Report. 

 

 

 

Clause 50 VALMIN Code 

A Report is likely to be used by readers having different interests and depths of technical knowledge. For 

the sake of clarity, but recognising that the use of technical language is sometimes essential (in which 

case a glossary of terms may be helpful), the Report should be written in plain English and must contain 

all information which the Commissioning Entity and others likely to rely on the Report, including investors 

and their professional advisers, would reasonably require, and reasonably expect to find in the Report, for 

the purpose of making an informed decision about the subject of the Report. For example: 

 

(a) information regarding the sources of data used; 
(b) a description of the relevant Mineral or Petroleum Assets, including their location, 

plant, equipment, infrastructure and ownership; 
(c) an account of the Material history of the Mineral or Petroleum Assets; 
(d) sufficient information to allow experienced investment analysts to understand 

how the Technical Assessment and/or Valuation was prepared, including details 
(summarised if appropriate) of any financial model used and of sensitivities to 
variation; 

(e) sufficient information about the valuation method(s) used so that another expert 
can understand the procedures used and replicate the Valuation; 

(f) a review of any other matters that are Material to the Report; 
(g) a balanced, objective and concise statement of the Expert’s review and 

conclusions so that an informed layman can have a clear understanding of the 
Mineral or Petroleum Assets or Securities concerned, their Value (if applicable) 
and of the attendant Risks; 

(h) a concise summary setting out the key data and important assumptions made 
and the conclusions drawn by the Expert and/or Specialists, qualified if 
necessary according to the insufficient or inadequate information provisions of 
Clause 54. 

 

Clause 54 VALMIN Code 

Where it is impossible or impracticable to obtain sufficiently accurate or reliable data or information as the 

basis for a Technical Assessment or a Valuation, this must be stated in the Report by the Expert or 

Specialist. In these circumstances, the Expert or Specialist would be under no obligation to express an 

opinion and/or provide a Valuation. 
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