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1. Overview
I was born on 4/10/1971 on Limbunya station located in the VRD district
approximately 900km southwest of Darwin in the Northern Territory. I was raised
on several pastoral properties throughout the Northern Territory and the
Kimberleys. Upon the completion of schooling via Katherine School of The Air and
boarding school in Darwin, I attended agriculture college in Queensland and then
began to work extensively throughout the pastoral industry within Australia.
In 1995, I completed my helicopter license and flew commercially in the heli-‐
mustering industry and formed a fully serviced contract mustering business
processing up to 120,000 head of cattle per year.

In 2003, I purchased Flying Fox station approximately 500km southeast of Darwin
in the Roper River district. Flying Fox was purchased primarily for cattle production
but also for its potential irrigated agriculture prospects.

In 2011, the Federal Government at the time placed a ban on the live cattle trade
which immediately ceased my cash flow and my ability to remain solvent. In order to
financially survive, I established MS Contracting (MSC), a civil construction arm of
my business, specializing in providing services to the mining and onshore oil and gas
industries.

Since then I have developed Flying Fox Station, a property which was bare of stock
and with only 30% of the property developed when purchased, to a herd of
approximately 6,000 head of cattle and fully developed. This was achieved by
reinvesting the proceeds from the MS Contracting business, which in 2011 grew
from 4 employees specializing in providing services specifically to the onshore oil
and gas industry up to 55 employees until July 2016.

2. MS Contracting Profile and Capability Statement: Attachment No (1)
Flying Fox Station Development map: Attachment No (2)

3. 2016 Events leading up to the NT Election and Post Election
3.1. During 2015 and early 2016, MS Contracting was conducting works for its major
client Pangaea Resources conducting oil & gas exploration works in the Stuart
Plateau area approximately 500km south of Darwin.
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Amongst numerous activities, one of the tasks was to design and cost out the
sealing of the 65km Western Creek Road (currently dirt) on behalf of Pangaea
and the NT Government. This road currently provides access to 6 cattle stations
directly and a further 4 indirectly, with wet season access being very limited and
nil for heavy vehicles.
The reason for the sealing of the road was to provide year-‐round access for
Pangaea to be able to operate, as planning had also started for pipeline
construction and production facility design along with a logistics hub staged on
the Adelaide-‐to-‐Darwin rail line.
The logistics hub was designed to be multi-‐user so all stake holders in the area
would be able to utilize it for things such as freight delivery and live cattle
transport to markets.
Pangaea, MSC and the NTG were in formal negotiations with preliminary design
having been completed and early construction work scheduled to commence in
2016.
In order to accommodate for this project and its existing works, MSC’s business
model was ramping up to 130 employees.
3.2. The Labor government policy announcement prior to election and
repercussions.
On the 3rd of February 2016, the Labor government announced a policy that
they would place a moratorium on fracking within the onshore oil & gas
industry in the NT if they won government in the upcoming election on the 27th
Aug 2016. This was later confirmed and expanded upon at the NT Labor
conference, which passed a motion to implement a moratorium covering all
unconventional gas prospecting, exploration, and extraction activities in the
Northern Territory.

Immediately upon this confirmation, Pangaea ceased all of its operations in the
NT oil and gas sector due to the uncertainty of the continuation of the industry
and of being able to capitalise on the major investment that it had already
injected into the NT via oil and gas exploration. Following close behind in
withdrawing from the NT were the remainder of MSC’s oil and gas clients,
winding back their work programs for the same obvious reasons.

3.3. Post election
Labor won government on the 27th Aug 2016 and initiated the fracking
moratorium. Since then, the MSC business has gone from potentially employing
130 employees to not being able to keep its previous peak of 55 employees and
currently now employs 1.
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Further fallout due to this policy decision is over the past 4 years I have been
completing the preliminary design works for broad acre agriculture to be
developed on Flying Fox station, which would be the first of its kind in the NT.
The funding method for this development was going to be my business model
via reinvesting MSC proceeds back into the Flying Fox development. This is no
longer an option for me due to the cessation of MSC’s business which was based
in oil and gas.

4. Current regulatory process overview
4.1. General Oil & Gas Company internal procedures and policies
The oil and gas industry on a whole would be one of the most stringent, self-‐
regulated industries in the world in regard to procedures and policies to do with
Health, Safety and Environment (HSE). The reason why I say this is they all have
to comply with the HSE legislation nationally and internationally.
For example relating to environmental issues, I have worked with two
companies that have had the issue of flow back waste water. This water had to
be treated at a certified wastewater treatment facility as instructed by the NT
DME. Both companies had to truck the water to certified treatment facilities
from locations in the NT, one to Townsville at a distance of 1400km and the
other to Roma at a distance of 2500km. The cost to complete this exercise was in
excess of 1 million dollars each. This did not deter the operators from
completing the operation.
As all activities involve risk, all oil and gas companies are legislated to complete
risk assessments. As in the case described above, carting contaminated
wastewater over that distance would incur considerable risk. However, a risk
assessment was conducted, the risks were identified, and the risk was mitigated
by implementing a journey management plan. Documentation for this exercise
can be provided if required.
To put this whole scenario into context, currently a triple road train of sulphuric
acid travels from Darwin to Ranger uranium mine 250km every day, not taking
into account every gold mine in Australia that uses sulphuric acid. The point of
this is to identify that these types of scenarios occur everyday all over the
country in multiple industries and are managed by risk mitigation.
Currently there is no wastewater treatment facility in the NT. If the onshore oil
and gas industry were to eventuate, MSC’s plans were to establish a plant for
that specific purpose. I have been doing considerable research in the United
States on wastewater treatment plants, which collect wastewater from various
sources and then utilise the wastewater after treatment for agriculture
purposes; this has already proven to be a successful concept.
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4.2. Review of existing regulations.
It is my understanding that there is a set of regulations, which have already been
reviewed by the world-‐renowned Dr. Tina Hunter who is a specialist in
Petroleum Law and Regulation. As a taxpayer, I cannot understand why we
would waste more money on reinventing the wheel. Why would we not
invest money in and utilize the information that other governments have
already paid to develop and learn from people with the relevant and
distinguished knowledge like Dr. Hunter?

4.3. Regulations need to be a live document.
The Northern Territory has a totally different environment, climate and geology
compared to southern Australia and the world. So when comparing or using
regulations from other states or the world, this will always cause conflict
between the regulation and the practical application of the regulation here in
the NT.

The initial regulation can be used as a base line but needs to be modified as
appropriate by the regulator (DME) working close to the operators and
amending regulations when and where required. In order for this to happen
there needs to be an industry. With the industry being able to operate, the
baseline regulations can be implemented and then tailored to suit the NT and or
individual basins specifically.

Regulation cannot be effective without knowing what practical applications
exist for the specific environment and geology to which the regulations are
supposed to be related.
To give an actual example of this, in 2015 MSC and Terrabos Consulting were
working with the DME in designing a wet season drill pad, as wet season drilling
operations have never been conducted in the NT. This concept involved a risk
assessment which identified all the potential risks and then mitigated them via
hydrology and design. The design work was never completed due to the
moratorium being enacted. Further information for this example can be
provided if required.

4.4. Recommendation for an Order of Process to be formed and used as a guide for
Oil and Gas companies in their approval process.
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I believe there should be a check box system developed for oil and gas
companies to follow when they are conducting their approval process. This
would simplify the process and put all operators, landholders and the regulator
on the same page. This would be as simple as providing an easy-‐to-‐follow
system in which there is a clear and concise step 1, followed by a step 2, then
step 3, and so on. Again, I can provide a complete example of such a proposed
system if requested.

5. Access and right of veto.
5.1. Even as a pastoralist myself, I do not agree with the right of veto on pastoral
lease land.
With the actual land component that is covered by a pastoral lease, this is then
split into 2 leases: (1) the surface (i.e., the pastoral lease); and (2) below surface,
or the mineral/petroleum tenement. Thus, there are actually 2 leases attached
to the particular piece of land. Both leaseholders of surface and below surface
are legislated to conduct certain operations with that land. If they do not
perform those operations, they are in breach of the lease covenants, thus
denying the owner (the government) any revenue that would be generated by
the activities conducted. If the surface leaseholder was to have the right to stop
the below surface leaseholder from conducting its legislated obligations, it
would also necessarily prevent the owner (the government) from receiving any
income from its asset. If this deprivation of income were to happen, the surface
leaseholder should have to compensate the below surface leaseholder and the
owner (the government) for its loss of revenue from its asset.

5.2. Reference by Certified Organic Pastoral Lease Holder, Epsilon Station:
Attachment No (3)
5.3. Aboriginal Land
Aboriginal free hold land already has the right to deny access.
Please consult the NT Land Rights Act.

5.4. Operator abuse and negligence.
As a service provider to the oil and gas industry, I have experienced firsthand
where oil and gas companies have breached and overstepped their privileges in
regards to land access. This occurred in 2014 when MSC was contracted to
provide civil operations for an international oil and gas company. The location
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was in central Australia NT. MSC had no involvement with the landholder access
negotiations but was specifically only involved in civil operations.
Interstate contractors conducted all land access negotiations. Within those
negotiations, the use of water for construction was not properly detailed or
negotiated with the landholder. This led to MSC running out of construction
water and not being able to complete its operations. The company
representative/construction supervisor who was from interstate as well made
the decision to go elsewhere to find construction water. He did find a water bore
on the next door property. With completely no attempt to contact or procure
access approval with that next-‐door landholder, the oil and gas company
representative directed the MSC supervisor to start taking water from that
particular bore. When this action came to my attention in the daily report, I
immediately ceased operations and stood MSC down. I then contacted the
landholder involved and explained the situation followed by meeting with the
Australian CEO of the oil and gas company involved and making them rectify the
situation by installing a new bore and making good the road to the bore.
(Further information on this matter can be provided in confidence if required.)
5.5. Reason for the use of local content.
The NT has a completely unique and different environment across all facets of
its entirety compared to southern Australia, from the actual environment,
weather, land uses, and geology to regulation and lifestyle. Given that most oil
and gas companies are from southern Australia or internationally-‐based, most
of their employees and contractors are from the same areas all outside the NT.
Using 5.3 above as an example, that situation occurred in large part because the
oil and gas company used interstate contractors to conduct their reconnaissance
and access planning, which led to the problems that arose, as described above.

By oil and gas companies using local content for their services other than
obvious specialist activities, it would eliminate these types of issues and others
that may occur because locals know the NT environment in its entirety and are
aware of the NT’s unique environment. In particular, the use of local content is
absolutely essential for the negotiations of land access and the ongoing
cooperation between oil and gas companies and landholders. A particular oil
and gas company that is using this principal is Pangaea. They have used local
content since starting operations in 2013 in the NT. I will personally say that
they have set a very good example for using local content and their continuation
of strong relationships and interaction between landholders and their
operations.

Another reason why the use of local content is vital to the NT concerns the
economy. By creating stimulation in the form of jobs, population growth,
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industry growth and new infrastructure development, the NT and its citizens
will necessarily benefit from the utilisation of local content.

5.6. Recommendation for mandatory landholder, operator and DME representative
briefing session for exploration.
A mandatory briefing session among the landholder, operator, and DME
representative would be part of the required procedural check box system as
mentioned in 4.4., above, prior to exploration. The briefing would be based upon
the oil and gas company’s work plan for that particular year which is a
mandatory obligation they have to produce for the DME. All stakeholders would
be present, including landholders, oil and gas company and the DME, and the
briefing would explain the work plan for the program in depth, including access,
drilling locations, seismic operations, and water supply, management, drilling
methodology, well integrity, geological structure etc. Any potential disputes or
concerns could be resolved at the briefing session, thus providing considerable
savings in future time and effort and ensuring a successful and peaceable
operation. The DME would also act as a verifier that the work plan and the
operations are going to be in accordance with the regulations.
5.7. Legal explanation on how land access and use is conducted in Texas USA:
Attachment No (4)
6. Economic Benefits For The Northern Territory.
6.1. The Northern Territory government regardless of which one, has never
constructed one bitumen road outside the main centres of Darwin, Katherine,
Tennant Creek and Alice Springs without the benefit of federal government
funding. Regional Northern Territory is severely under developed when
compared to Darwin and the rest of Australia.
When I was a child on cattle stations in the NT we drove to town on a dirt road
and relied on diesel power generation, 45 years on I am still doing the same
thing. There has been no development in regional NT what so ever. Yet we can
drive across the border into north Queensland, just as remote as the NT and find
grid power distribution and bitumen roads.
The NT needs the oil and gas industry to be able to develop or we will
continually remain a welfare state.
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6.2. Royalties for Regional Northern Territory. (RRNT)
If and when the NT oil and gas industry enters into production I recommend a
royalty system to be implemented. This would be designed for all oil and gas
producers to pay a royalty percentage to a formed legislated body, for example,
Royalties for Regional Northern Territory. (RRNT)

RRNT would be a legislated body governed by an elected committee
representing all stakeholders in regional NT. All stakeholders have to reside in
regional NT. The oil and gas royalty percentage would then be distributed into
the RRNT. All royalties are to be reserved only for infrastructure development in
regional Northern Territory. THIS DOES NOT INCLUDE DARWIN. The committee
would prioritise where and how these funds are to be invested and then passed
onto the current government at the time to undertake and deliver the works. It
would also be legislated that no government at anytime could interfere or
determine where and how the funds are distributed. The legislated body would
be independently audited annually.

6.3. Examples of the type of infrastructure that is required.
Bitumen roads and bridges
Regional power generation and distribution
Communications
Health centres
Education facilities
Logistical infrastructure
I would like to thank the panel for taking the time to review my submission and I will be
available for any further consultation if required.
Yours sincerely

Mark Sullivan
Managing Director
MS Contracting
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MATHIS & MATHIS, LLP

ATTORNEYS & COUNSELORS AT LAW
Wayne R. Mathis

Kendall Mathis

Date: April 30, 2017
Re: Surface Use by Mineral Owners under Texas Law
By: Kendall Mathis, Texas State Bar #24046371
Introduction: I am a business law, real estate, and oil and gas attorney licensed since 2004 in
Texas, United States of America. Below is a brief discussion of Texas law as it applies to the
use of the surface of real property by mineral estate holders.
Overview: Texas law recognizes that the owner of the surface of a piece of land (the “surface
estate”) can be severed from the owner of the minerals lying beneath the surface (the “mineral
estate”). In Texas, the mineral estate is dominant over the surface estate. A mineral estate owner
has the right to use as much of the surface estate as is reasonably necessary for the production of
minerals, without compensation to the surface estate owner. The reason for this principle is that
the ownership of a mineral estate would be wholly worthless if the surface estate owner were
able to prevent the mineral estate owner from entering upon the land to explore for and extract
the minerals.
However, the mineral estate owner does not have the unlimited ability to use the surface of the
land for production of minerals. While the surface estate owner must allow access and use of the
surface by the mineral owner to extract the minerals belonging rightly to the mineral owner, the
mineral owner must still use the surface in a responsible manner and only to the least extent
reasonably necessary to extract the minerals (in the U.S., this principle is called the
“Accommodation Doctrine.”). If the mineral owner causes damage to the surface of the land in
the process of extracting minerals that is beyond what is reasonable, the mineral owner is liable
to the surface owner for the damages caused, which provides protection to the surface estate
owner from a mineral owner’s negligent use of the surface in extracting the minerals.
Mineral owners must understand that cooperation between surface owners and mineral owners is
important, because interference by surface owners can pose a major problem for oil and gas
producers. Uncooperative surface owners can make exploration and production of oil and gas
difficult. Thus, the surface owner becomes a necessary stakeholder in the process even if the
surface owner has no interest in the mineral estate. The easiest method of assuring that the
surface owner and the mineral owner minimize potential disputes is to have written surface use
agreements in place that eliminate many of the fact-specific issues of what is reasonable use,
what constitutes a negligent act, and what is the acceptable custom and usage for the area. In
Texas, mineral estate owners usually provide compensation to surface owners in connection with
the execution of surface use agreements. Despite this expense, mineral owners frequently find it
advantageous to fix their responsibilities and compensation obligations before beginning drilling
and development activities.
Surface estate owners necessarily play a significant role in oil and gas extraction from the land,
even if they do not have a financial interest in the oil and gas produced from the subsurface of
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their land. Surface owners cannot prevent a mineral estate owner from accessing the land since
access to the surface is a prerequisite to extracting the mineral owner’s property, but by the use
of mutually beneficial agreements and the enumeration of responsibilities prior to access, both
estate owners can peaceably exercise their respective rights relating to oil and gas extraction.

MATHIS & MATHIS, LLP
BY: __________________________
Kendall Mathis
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