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THE IMPERATIVE FOR WORLD-CLASS REGULATORY ENVIRONMENT

BY MICHAEL ROCHE

The 2009 September quarter showed
signs that the global economy might
have turned a corner.

Indeed, responses to this quarter’s
QRC CEO Sentiment Survey confirm
that concerns about the global
macroeconomy have eased since the
June quarter (see page 4 for details).

While demand for coal in particular has

|mproved over the past two quarters (see QRC production index),
predicting the strength of the upturn is difficult as we don’t fully
understand how the private sector globally will respond to lingering
credit constraints and the unwinding of large stimulus packages
around the world.

More positively, our strongest trading region—Asia—has rebounded
strongly and appears to be leading the global recovery.

Another important finding from our sentiment survey is a strong
increase in concern over uncertain and/or poor regulation. This
is now seen as the number-one issue with potential to adversely
affect the economic, environmental, and social objectives of
Queensland resource sector companies over the next 12 months.

This is both good news and bad. It is good news in the sense that
the sector’s CEQs are thinking about growth and expansion. The
bad news is they see government as more of a hindrance than help.

The industrialisation and urbanisation of the developing world and
associated increase in demand for resources should be forming the
basis for enormous opportunity in the resources sector. However,
having ‘what the world wants’ is no guarantee of new investment
or that Queensland’s comparative advantage in an increasingly
competitive global resource markets will be maintained.

Governments must continue to implement reforms and commit
the resources necessary to ensure Queensland’s regulatory
frameworks achieve their stated objectives while allowing the
sector to capitalise on future opportunities.

In coming editions, we will look more closely at areas where

IN THIS EDITION:

e Key indicators: QRC production and value of production indices
e Feature: Why we need flow-through shares

e CEO Sentiment Index
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we feel reform is needed, but three broad areas are front of
mind.

Firstly, the federal government’s Carbon Pollution Reduction
Scheme’s (CPRS] failure to treat the coal industry the same
as other emissions-intensive, trade-exposed industries
(EITE) is an example of flawed policy design. For every
Australian coal mine claimed by the new tax, another will
open in competitor countries who are not contemplating
putting a price on carbon in the foreseeable future.

Secondly, there are 40 ‘significant projects” under
assessment by the Queensland Department of
Infrastructure and Planning (DIP). Despite a ‘state
significance’ label meaning that all government assessment
is brought together under the Coordinator-General,
efficiencies are lost with officers taking on increasingly
larger case loads. The majority of these projects are mining
or export-chain related, complex, and worth many billions of
dollars to Queensland.

Thirdly, as at 31 August 2009, the Department of
Employment, Economic Development and Innovation
(DEEDI), which includes Queensland Mines and Energy,
took 339 days to grant a coal exploration permit; 495 days
to grant a minerals exploration permit; and 454 days to
grant a mineral development licence. Such delays mean
that a relatively small percentage of total applications
are being processed, frustrating new employment
opportunities and denying additional state revenues.

The QRC is looking to both the Queensland and
Australian governments to deliver a world-class
regulatory environment for its resources sector.

Improved regulation will boost the already significant
socioeconomic potential of the sector, which in 2008-

09 directly and indirectly contributed 200,000 jobs or 12
percent of Queensland’s full-time-equivalent workforce;
$14 billion in wages and salaries (14 percent of
Queensland total]; more than 20 percent of Queensland’s
Gross State Product; $6.5 billion in capital expenditure
(30 percent Queensland total); and 65 percent of
Queensland’s total commodity exports.
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QRC CEO SENTIMENT INDEX

The QRC CEO Sentiment Index is a survey of the QRC’s 72
full-member company chief executives.

These companies cover the majority of mining, minerals
processing, contracting, exploration, electricity generation
and oil and gas extraction activity in Queensland.

Each quarter, CEQs are asked:

Answering not at all, less than normal, same, more
than normal, or very strongly, to what degree will

the following adversely impact upon the economic,
environmental, and social objectives of your organisation
over the next 12 months?

Summary of key findings September Quarter 2009 follow:

* In priority order, issues that will ‘'very strongly” and ‘more
than normal” impact on the Queensland resources sector
over the next 12 months are uncertain and/or poor regulation,
the CPRS, high input costs, the global macroeconomic
environment, industrial relations, and hard infrastructure
availability.

e Compared with the June Quarter 2009 findings, concerns
about the global macroeconomy and raising capital have
softened slightly, whilst concerns in relation to uncertain
and/or poor regulation have increased.

* The level of concern with accessing global markets,
attracting and retaining skilled employees, maintaining social
licence to operate, the CPRS, industrial relations, and hard
and soft infrastructure availability remained constant.

For more information, contact the Queensland Resources
Council on (07) 3295 9560 or <http://www.qgrc.org.aus.

B June Qtr 2009

Queensland Resources Council CEQ Sentiment Index
To what degree will the following adverselyimpact upon the economic, environmental and
social objectives of yvour organisation over the next 12 months?

B Sept Qtr 2008
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QRC PROFILE

The Queensland Resources Council is the peak representative body for more than 150 companies with interests in the state’s minerals and
energy sector. The QRC’s 72 full-member companies comprise explorers, miners, contractors, mineral processors, oil and gas producers
and electricity generators. QRC service companies cover the gamut of professional services provided to the resources sector in the four

corners of Queensland.
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