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Terms of Reference 

That the following matter be referred to the Economics References Committee for 
inquiry and report on the first sitting day in March 2020: 
 

(a) arrangements used by other countries to maximise the benefit to the public 
of national oil and gas reserves; 

(b) arrangement that could be considered to maximise benefit to the public of 
Australia’s national oil and gas resources, cognisant of: 

(i) sovereign risk, 
(ii) existing property rights, and 
(iii) federal and state jurisdictions; and 

(c) any related matters. 
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List of Recommendations 

Recommendation 1 
8.7 The committee recommends that the Australian Government consider 

reviewing the benefits of the oil and gas industry and whether there are 
opportunities to develop and diversify the industry for the benefit of all 
Australians. Consideration should also be given to including a review of the 
domestic gas security mechanism to ensure that it remains fit for purpose. 

Recommendation 2 
8.8 As Australia transitions to net zero emissions by 2050, the committee 

recommends that the Australian Government consider supporting the 
diversification and transition to clean and renewable energy especially in 
areas like green hydrogen, with a role also for blue hydrogen.  It is critical to 
ensure workers are not left behind and this could be achieved through 
measures like new energy apprenticeships to ensure that the necessary skills 
are developed. 
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Chapter 1 
Introduction 

Referral and conduct of the inquiry 
1.1 On 19 September 2019, the Senate referred an inquiry into maximising the 

benefit of Australia's oil and gas reserves to the Senate Economics References 
Committee (the committee) for inquiry and report by the first sitting day in 
March 2020.1 

1.2 On 6 February 2020, the reporting date was extended to 16 September 2020 2 
and on 15 June 2020, the committee successfully lodged an extension of time 
notification to extend the reporting date to 16 December 2020.3 

1.3 On 12 November 2020, pursuant to the temporary order agreed on 
23 March 2020, the committee agreed that the inquiry be extended from 
16 December 2020 to 30 June 2021.4 On 11 May 2021, a further extension was 
agreed, with the final report to be tabled on 2 December 2021,5 and on 
1 December 2021 the Senate once more granted an extension to 
10 February 2022.6 

Inquiry terms of reference 
1.4 Under its terms of reference, the committee was tasked to inquire into 

Australia's oil and gas reserves, with particular reference to: 

(a) arrangements used by other countries to maximise the benefit to the public 
of national oil and gas reserves; 

(b) arrangement that could be considered to maximise benefit to the public of 
Australia's national oil and gas resources, cognisant of: 

(i) sovereign risk, 
(ii) existing property rights, and 
(iii) federal and state jurisdictions; and 

(c) any related matters. 

 
1 Senator Rex Patrick, Senate Hansard, 19 September 2019, pp. 2676–2677. 
2 The Clerk, Senate Hansard, 6 February 2020, p. 385. 

3 The Clerk, Senate Hansard, 15 June 2020, pp. 3119–3120. 
4 Senate Economics References Committee, Minutes for private meeting 31/46, 12 November 2020, p. 6. 

5 The Clerk, Senate Hansard, 11 May 2021, p. 28. 
6 Journals of the Senate, No. 132, 1 December 2021, p. 4402. 
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Conduct of the inquiry 
1.5 In October 2019 the committee advertised the inquiry on its website and wrote 

to stakeholders and interested parties inviting submissions. The committee 
also wrote to a range of overseas jurisdictions with oil and gas reserves and 
industry. Submissions closed on 1 November 2019, with the committee 
receiving 39 submissions.  

1.6 In August 2021, the committee noted that considerable time had passed since 
submissions closed and that a number of new industry reviews had been 
undertaken by government. This included policy announcements and 
consultation on the offshore oil and gas safety review, a review of the 
Australian Domestic Gas Security Mechanism (ADGSM), the release of the 
enhanced offshore infrastructure decommissioning framework, and the 
development of the Beetaloo Strategic Basin Plan were both released.  

1.7 As such, the committee agreed to reopen submissions, receiving a further 
16 submissions. The total number of submissions received was 55. A list of 
submissions received is at Appendix 1. 

Public hearings 
1.8 Public hearings were held as follows: 

 28 February 2020—Canberra by teleconference;  
 20 August 2021—Canberra by videoconference and teleconference 
 27 August 2021—Canberra and by videoconference and teleconference; and 
 10 November 2021— Canberra by videoconference and teleconference. 

1.9 The names of witnesses who appeared at the hearings are listed at Appendix 2. 

1.10 The committee thanks all individuals and organisations who assisted with the 
inquiry, especially those who made written submissions and participated in 
the public hearings. 

Scope of the inquiry 
1.11 The evidence received by the committee allowed it to investigate the following 

issues, as they related to maximising the benefit to the public and sovereign 
risks to Australia, with a primary focus on gas: 

 benefits from oil and gas; 
 oil and gas tax, excise, royalties and subsidies; 
 domestic gas supply and pricing; 
 maximising oil and gas extraction and efficiency; 
 emerging risks to the oil and gas industry; 
 data transparency and reporting; and 
 decommissioning of oil and gas infrastructure. 
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Structure of the report 
1.12 This first chapter outlines the administrative details of the committee's inquiry 

and the process that it has undertaken in addressing the scope of inquiry. The 
chapter describes Australia's oil and gas sector, its reserves, its place in the 
international market, the sector's economic contributions, the regulatory 
framework, and the supporting strategies and initiatives that relate directly to 
the sector.  It also outlines other relevant inquiries. The remainder of the report 
is structured as follows: 

 Chapter 2 discusses the nature of benefit and how other countries have 
derived benefit from their oil and gas reserves. 

 Chapter 3 examines the current supply and pricing of domestic gas. 
 Chapter 4 looks at current oil and gas industry reporting and accountability 

mechanisms. 
 Chapter 5 outlines the forthcoming issues relating to the future 

decommissioning of oil and gas infrastructure and the management of end-
of-life facilities. 

 Chapter 6 addresses some of the risks, including climate, in deriving benefit 
from Australia's oil and gas reserves. 

 Chapter 7 discusses suggestions for improving Australia's economic returns 
from its natural resources. 

 Chapter 8 sets out the committee's views on the evidence provided to the 
inquiry, makes a series of recommendations for improving public benefits 
from Australia's oil and gas reserves. 

About Australia's oil and gas reserves 
1.13 Australia's conventional liquid hydrocarbon resources include crude oil, and 

the condensate and liquefied petroleum gas (LPG) resources associated with 
gas accumulations (as phases of natural gas liquids).  

Australian oil reserves 
1.14 Australia's oil reserves are small as shown in Figure 1.1. Geoscience Australia 

(GA) estimates that: 
Australia has about 0.3 per cent of the world oil reserves. Most of 
Australia's known remaining oil resources are condensate and liquefied 
petroleum gas (LPG) associated with giant offshore gas fields in the 
Browse, Carnarvon and Bonaparte basins. In addition, oil resources are 
identified in the Perth, Canning, Amadeus, Cooper/Eromanga, 
Bowen/Surat, Otway, Bass and Gippsland basins. 7 

Figure 1.1 Australia's remaining oil reserves and contingent resources, 2019 

 
7 Geoscience Australia (GA), Oil, https://www.ga.gov.au/scientific-

topics/energy/resources/petroleum-resources/oil (accessed 16 August 2021). 

https://www.ga.gov.au/scientific-topics/energy/resources/petroleum-resources/oil
https://www.ga.gov.au/scientific-topics/energy/resources/petroleum-resources/oil
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Source: GA, Australia's Energy Commodity Resources 2021: oil, 2021, https://www.ga.gov.au/digital-
publication/aecr2021/oil (accessed 30 August 2021). 

1.15 In 2019, total reserves of crude oil were estimated at 5 661 petajoules (PJ), with 
a life of 22 years.8 Australia's LPG reserves were an estimated 1 421 PJ, with a 
life of around 32 years. Condensate is more plentiful with 15 951 PJ and a life 
of 35 years. Exploration of unconventional oil resources is immature, and 
reserves are largely undeveloped but include significant oil shale resources of 
84 436 PJ and associated minor condensate of 335 PJ.9 

Australian gas reserves 
1.16 Australia has substantial conventional gas reserves, with 93 per cent of 

reserves located on the North West Shelf off Western Australia,10 and 
significant onshore unconventional (coal seam gas, shale gas, tight gas) 
reserves, predominantly in east coast basins (such as Bowen, Surat, Galilee, 
and Clarence-Moreton) as shown in Figure 1.2.  

 

 
8 GA, Australia's Energy Commodity Resources 2021: overview, 2021, https://www.ga.gov.au/digital-

publication/aecr2021/overview (accessed 30 August 2021). 
9 Based on 2019 production rates. 

 GA, Australia's Energy Commodity Resources 2021: overview, 2021. 
10 GA, Australia's Energy Commodity Resources 2021: gas, 2021, https://www.ga.gov.au/digital-

publication/aecr2021/gas (accessed 30 August 2021). 

https://www.ga.gov.au/digital-publication/aecr2021/oil
https://www.ga.gov.au/digital-publication/aecr2021/oil
https://www.ga.gov.au/digital-publication/aecr2021/overview
https://www.ga.gov.au/digital-publication/aecr2021/overview
https://www.ga.gov.au/digital-publication/aecr2021/gas
https://www.ga.gov.au/digital-publication/aecr2021/gas
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Figure 1.2 Australia's remaining gas reserves and contingent resources, 2019 

 
Source: GA, Australia's Energy Commodity Resources 2021: gas, 2021. 

1.17 In 2019, total reserves were estimated at 269 206 PJ, with an estimated life of 
42 years for conventional gas and 36 years for unconventional gas.11 

Economic value of oil and gas  
1.18 Australia has been in a petroleum trade deficit for the last 20 years.  Presently, 

Australia imports the bulk of its refined petroleum products and in 2020–21 
imported around 70 per cent, or 655 kilo barrels per day (kb/d), of the refined 
products it consumed, predominately for use in transport. Imports are 
expected to continue to increase through to at least 2023, when they are 
expected to comprise close to 85 per cent of consumption.12 

1.19 Conversely, Australia exports around 80 per cent of the crude oil and 
condensate it produces. In 2021, it also imported nearly as much as it 
exported.13 Australian basins typically produce light, sweet oil, which needs to 
be blended with other heavier crude oils to produce refined fuel products.  

 
11 Based on 2019 production rates. 

 GA, Australia's Energy Commodity Resources 2021: overview, 2021. 

12 Office of the Chief Economist, Department of Industry, Science, Energy and Resources (DISER), 
Resources and Energy Quarterly, June 2021, p. 83. 

13 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, p. 81. 
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1.20 As the majority of Australia's oil is produced on the North West Shelf 
(significant distances from Eastern Australian refineries), it has been more 
effective for Australia's crude to be exported to the larger Asian refineries, and 
to import feedstock and refined fuel products into Australia.14 

Export earnings 

LNG exports 
1.21 In 2019, Australia became the world's largest exporter of liquified natural gas 

(LNG), narrowly overtaking Qatar.15 As shown in Figure 1.3, Australia and 
Qatar virtually tied as the world's largest LNG exporters in 2020,16 with 
Australia, Qatar and the United States (US) forecast to be the top exporters 
over the next three years.17 

Figure 1.3  Leading countries by liquefied natural gas export volume 
worldwide in 2020 (billion cubic metres)  

 
Source: Statistica, Leading countries by liquefied natural gas export volume worldwide in 2020, 
https://www.statista.com/statistics/274528/major-exporting-countries-of-lng/  
(accessed 19 November 2021). 

1.22 In 2019, natural gas ranked third of all Australia's exports by trade value at 
$34.1 billion18 (or 12 per cent of exports) behind iron ore (valued at $67.5 billion 
or 23.8 per cent of exports) and coal briquettes ($51.5 billion or 18.1 per cent). 
Crude petroleum exports were valued at $4.6 billion in export value (or 
1.62 per cent).19 

 
14 GA, Australia's Energy Commodity Resources 2021: oil, 2021. 

15 Office of the Chief Economist, DISER, Resources and Energy Quarterly March 2020, pp. 66–67. 
16 GA, Australia's Energy Commodity Resources 2021: gas, 2021. 

17 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, p. 68. 
18 All dollar figures in this report are Australian dollars, unless otherwise specifically marked, for 

example: US$. 
19 Observatory of Economic Complexity (OEC), Australia: historical data: yearly exports, 2019, 

https://oec.world/en/profile/country/aus?tradeScaleSelector1=tradeScale0  
(accessed 28 January 2022). 

https://www.statista.com/statistics/274528/major-exporting-countries-of-lng/
https://oec.world/en/profile/country/aus?tradeScaleSelector1=tradeScale0
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1.23 Gas contributes around three per cent to Australia's gross domestic product 
(GDP)20—in 2018-19, the value of Australian oil and gas exports was just over 
$62 billion. The vast majority of this—$48 billion—was LNG.21 Export earnings 
in 2020–21 dipped largely due to the impacts of COVID-19, with LNG 
contributing $30 billion in exports. Earnings for LNG are expected to rebound 
to $56 billion in 2021–22, before again potentially falling slightly to $50 billion 
in 2022–23, as shown in Figure 1.4.22 

1.24 Almost three-quarters of Australian LNG is sold via long term forward 
contracts to Asian markets including Japan, China, and South Korea.23 

Figure 1.4 Australia's LNG exports 

 
Source: Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, p. 71. 

Crude exports 
1.25 In 2019–20 export earnings from crude and condensate were $9.1 billion, 

dropping to $7.4 billion in 2020–21 (see Figure 1.5),24 with production and 
consumption affected by COVID-19 (see Figure 1.6). Earnings are expected to 

 
20 The Australia Institute, Too little too late: gas in the COVID recovery, May 2021, p. 2 (accessed 

28 January 2022). 
21 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, pp. 71–73, 

81 and 83. 
22 Office of the Chief Economist, DISER, Resources and Energy Quarterly, September 2021, pp. 70 

and 77; DISER, Submission 37.1, p. 2. 

23 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, p. [63]. 
24 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, pp. 71–73, 

81 and 83; Office of the Chief Economist, DISER, Resources and Energy Quarterly, September 2021, 
p. 87. 

https://australiainstitute.org.au/wp-content/uploads/2021/05/Too-little-to-late-WEB.pdf
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increase to over $11 billion in 2021–22, with condensate from new LNG 
projects forming a growing proportion of production.25 

Figure 1.5 Australian oil and feedstock exports 

 
Source: Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, p. 81. 

Figure 1.6 Historical trends in Australia's gas production, consumption, and 
LNG exports 1978–2019 

 
Source: GA, Australia's Energy Commodity Resources 2021: gas, 2021. 

Oil and gas production and demand 
1.26 Gas production has increased substantially since the rapid expansion of the 

east and west coast LNG markets. In 2018–19, LNG production increased by 
16 per cent; see Figure 1.6 for growth trends since 1978–79.26 

1.27 Gas supply and pricing is covered in detail in Chapter 3. 

 
25 DISER, Submission 37.1, p. 2; Office of the Chief Economist, DISER, Resources and Energy Quarterly, 

September 2021, p. 87. 
26 GA, Australia's Energy Commodity Resources 2021: gas, 2021. 
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Crude oil  
1.28 Submissions to this inquiry largely focussed on Australia's gas reserves. 

However, the other major exploited resource in gas extraction is oil. In this 
context, the term oil encompasses the range of liquid hydrocarbons and 
includes crude oil and condensate.27 

1.29 Australia has produced oil commercially since the 1960s, with domestic 
production in general decline since 2009.28 

1.30 In 2020-21 crude and condensate production decreased by 11 per cent from the 
previous year due to technical issues on the Prelude floating liquefied natural 
gas (FLNG) and Gorgon projects and delayed financial investment decisions 
(FIDs) for several gas projects. As such, the Office of the Chief Economist 
speculates that production will continue to fall through to 2023.29 

1.31 With the shift from oil towards gas development, oil's share has moved from 
67 per cent of production in 1983 to 4.5 per cent of production in 2021.30 
Australia is currently able to only supply around 25 per cent of its refinery 
feedstock,31 and, as shown in Figure 1.7, increasingly imports the refined 
products it uses. China is an important supplier of oil products to Australia, 
supplying 14 per cent of all oil imports in 2020–21, including 18 per cent of 
diesel imports.32 

 
  

 
27 Crude oil is a naturally occurring liquid consisting mainly of hydrocarbons derived from the 

thermal and chemical alteration of organic matter buried in sedimentary basins . It is  formed as  
organic-rich rocks are buried and heated over geological time. 

 Condensate is a liquid mixture of pentane and heavier hydrocarbons found in oil fields with 
associated gas or in gas fields. It is a gas in the subsurface reservoir but condenses to form a liquid 
when produced and brought to the surface. 

 GA, Oil, https://www.ga.gov.au/scientific-topics/energy/resources/petroleum-resources/oil 
(accessed 16 August 2021). 

28 Office of the Chief Economist, Department of Industry, Science, Energy and Resources (DISER), 
Resources and Energy Quarterly, June 2021, p. [74] (accessed 10 August 2021); Office of the Chief 
Economist, DISER, Resources and Energy Quarterly, September 2021, p. 86 (accessed 
23 November 2021); see also: GA, Australia's Energy Commodity Resources 2021: oil, 2021; 
Mr Milligan and Professor Newman, Curtin University Sustainability Policy (CUSP) Institute, 
Submission 38, p. 18. 

29 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, pp. 80–81 
(accessed 10 August 2021). 

30 DIIS, Submission 37, p. 2; Mr Morrison, Submission 41, p. 1. 

31 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, p. [74] (accessed 
10 August 2021). 

32 Mr Kevin Morrison, Submission 41, p. 2. 

https://www.ga.gov.au/scientific-topics/energy/resources/petroleum-resources/oil
https://publications.industry.gov.au/publications/resourcesandenergyquarterlyjune2021/documents/Resources-and-Energy-Quarterly-June-2021.pdf
https://publications.industry.gov.au/publications/resourcesandenergyquarterlyseptember2021/documents/Resources-and-Energy-Quarterly-September-2021.pdf
https://publications.industry.gov.au/publications/resourcesandenergyquarterlyjune2021/documents/Resources-and-Energy-Quarterly-June-2021.pdf
https://publications.industry.gov.au/publications/resourcesandenergyquarterlyjune2021/documents/Resources-and-Energy-Quarterly-June-2021.pdf
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Figure 1.7 Australian gross imports of refined petroleum oils 
 

 
The Growth Lab at Harvard University (2019) 33 

1.32 The Australian Industrial Transformation Institute (AITI) concluded that 
Australia's energy and resources policies have worked in direct opposition to 
its interests and resilience in relation to fuel security: 

For energy and resources, the policy has been the mirror  opposite of the 
stated policy goals in defence. Here low productive capability directly 
reduces operational capability and sovereign capability. It has reduced our 
energy self-sufficiency … in the event of major supply chain disruption.34 

1.33 The 2021–22 Budget included measures aimed at improving fuel security, 
building on the 2020–21 Fuel Security Package. It included support for 
refineries and a fuel security framework, enabled by the Fuel Security Act 2021. 
The financial impact of this measure is 'not for publication'.35 

1.34 The fuel security budget is $50 million in 2021–22, with a further $90 million in 
2022–23 and $60 million in 2023–24; plus support for refineries.36 

1.35 The Australian Workers' Union (AWU) highlighted the crucial role of oil for 
industry and consumers including across most sectors of the economy and in 
particular defence, transportation and freight and manufacturing. It suggested 
that Australia's economic dependency on oil is greater than any other country 

 
33 Australian Industrial Transformation Institute (AITI), Flinders University, Australian sovereign 

capability and supply chain resilience: perspectives and options, August 2021, p. 35 (accessed 
21 October 2021). 

34 AITI, Flinders University, Australian sovereign capability and supply chain resilience: perspectives and  
options, August 2021, p. 37 (accessed 21 October 2021). 

35 The Commonwealth of Australia, Budget Measures: Budget Paper No. 2 2021–22, pp. 40 and 141–142 
(accessed 6 August 2021); The Commonwealth of Australia, Industry, Science, Energy and Resources 
Portfolio Budget Statements 2021–22: Budget Related Paper No. 1.9, pp. 18, 24 and 57 (accessed 
6 August 2021). 

36 The Commonwealth of Australia, Budget Measures: Budget Paper No. 2 2021–22, pp. 40 and  
141–142); The Commonwealth of Australia, Industry, Science, Energy and Resources Portfolio  Budget 
Statements 2021–22: Budget Related Paper No. 1.9, pp. 18, 24 and 57. 

https://www.flinders.edu.au/content/dam/documents/research/aiti/Australian_sovereign_capability_and_supply_chain_resilience.pdf
https://www.flinders.edu.au/content/dam/documents/research/aiti/Australian_sovereign_capability_and_supply_chain_resilience.pdf
https://www.flinders.edu.au/content/dam/documents/research/aiti/Australian_sovereign_capability_and_supply_chain_resilience.pdf
https://www.flinders.edu.au/content/dam/documents/research/aiti/Australian_sovereign_capability_and_supply_chain_resilience.pdf
https://budget.gov.au/2021-22/content/bp2/download/bp2_2021-22.pdf
https://www.industry.gov.au/sites/default/files/2021-05/2021-22-department-of-industry-science-energy-and-resources-pbs.pdf
https://www.industry.gov.au/sites/default/files/2021-05/2021-22-department-of-industry-science-energy-and-resources-pbs.pdf
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in the world and questioned its attitudes to fuel security, particularly given 
geo-political tensions in the Asia-Pacific.37 

1.36 The AWU advocated for a stronger policy program to expand naval or 
infrastructure capacity to hold enough oil in reserve to comply with 
International Energy Agency (IEA) requirements and increase its storage and 
refining capacities.38 

1.37 Under the Agreement on an International Energy Program, the IEA expects 
member countries to hold at least 90-days' worth of fuel in reserve. Australia 
has not met those levels since 2012,39 but is committed to returning to full 
compliance by 2026.40 

1.38 More recently, Australia has taken steps to improve its fuel security. In 
February 2020, Australia had 56 days' worth of oil reserves, however it took 
advantage of relatively low oil prices to build up strategic reserves and 
currently has 77 days' worth of fuel stocks, with 3 days of those stocks held 
abroad.41 

1.39 During 2020, Australia signed a $94 million lease agreement with the US to 
secure four to five days' worth of stocks. Under this arrangement crude oil is 
stored in the US and can be accessed in an emergency.42 This supply would 
take two to three weeks to arrive in Australia if required, with the potential for 
supply to be cut off or for the US to be given priority access to the reserve.43 

1.40 The fuel security package will also see the construction of additional diesel 
storage facilities around the country, increasing capacity by 40 per cent. The 
storage will be reserved for companies fulfilling the announced minimum 
stockholding obligation (replacing the current voluntary obligations), effective 
from 1 July 2022.44 

 
37 AWU, Submission 39, p. 22. 
38 AWU, Submission 39, pp. 23, 29 

39 IEA, Oil 2021: analysis and forecast to 2026, 2021, p. 139; DISER, Government priorities: Australia's fuel  
security package. 

40 DISER, Government priorities: Australia's fuel security package. 
41 IEA, Oil Stocks of IEA Countries, 16 November 2021, https://www.iea.org/articles/oil-stocks-of-iea-

countries (accessed 23 November 2021); IEA, Oil 2021: analysis and forecast to 2026, 2021, p. 132. 
42 Gareth Hutchens, 'Australia loses another oil refinery, leaving our fuel supply vulnerable to 

regional crises', ABC News Australia, 11 February 2021 (accessed 11 August 2021). 

43 AITI, Flinders University, Australian sovereign capability and supply chain resilience: perspectives and  
options, August 2021, p. 33 (accessed 21 October 2021). 

44 IEA, Oil 2021: analysis and forecast to 2026, 2021, p. 139; DISER, Government priorities: Australia's fuel  
security package. 

https://www.iea.org/articles/oil-stocks-of-iea-countries
https://www.iea.org/articles/oil-stocks-of-iea-countries
https://www.abc.net.au/news/2021-02-11/australia-loses-another-oil-refinery-risking-fuel-supply/13139648
https://www.abc.net.au/news/2021-02-11/australia-loses-another-oil-refinery-risking-fuel-supply/13139648
file:///%5C%5Chome1%5Csen00003%5CINQUIRIES%5CREFS%20-%20Australia%E2%80%99s%20oil%20and%20gas%20reserves%5CManuscript%5CThe%20Report%5C2.1Australian%20Industrial%20Transformation%20Institute,%20Flinders%20University,%20Australian%20sovereign%20capability%20and%20supply%20chain%20resilience:%20perspectives%20and%20options,%20August%202021,%20p.%2050%20(accessed%2021%20October%202021).
file:///%5C%5Chome1%5Csen00003%5CINQUIRIES%5CREFS%20-%20Australia%E2%80%99s%20oil%20and%20gas%20reserves%5CManuscript%5CThe%20Report%5C2.1Australian%20Industrial%20Transformation%20Institute,%20Flinders%20University,%20Australian%20sovereign%20capability%20and%20supply%20chain%20resilience:%20perspectives%20and%20options,%20August%202021,%20p.%2050%20(accessed%2021%20October%202021).
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1.41 Other witnesses, including the AWU45 and Mr Kevin Morrison46 supported 
technological advancement and transition to alternative transport such as 
electric vehicles to address fuel security issues. 

Oil refining 
1.42 Mr Morrison told the committee that 'as domestic crude oil production has 

fallen so has the domestic capacity to refine crude oil into petroleum 
products'.47 Twenty years ago Australia had eight refineries which met nearly 
all the domestic demand for refined product. That number has now dwindled 
to two, with the Kwinana and Altona refineries closing in 2021.  

1.43 Refinery throughput continued to decline in 2020–21, with low transport 
demand affecting the profitability of Australian refineries. The IEA expects all 
but one of Australia's refineries to close permanently,48 causing a surge in 
refined product imports. 

1.44 The 2021–22 Budget provided for a temporary refinery production payment 
program will provide $41 million in 2021–22.49 The package was due to 
commence on 1 July but was brought forward to soften the impacts of COVID-
19, with a longer-term mechanism to be implemented later in the year.50 

1.45 The budget measures are expected to secure Australian refining capability 
until at least 2027, with the option to extend to 2030. They will also enable 
operators to bring forwards major infrastructure upgrades at refineries to 
improve fuel quality and air quality.51 

 
45 AWU, Submission 39, pp. 23, 29 
46 Mr Kevin Morrison, Submission 41, p. 3; see also: Global Access Partners Pty Ltd, Institute for 

Integrated Economic Research—Australia Ltd, Australia--a complacent nation: our reactions are too 
little, too late, and too short-sighted, October 2021, p. 16 (accessed 20 October 2021). 

47 Mr Kevin Morrison, Submission 41, p. 2. 

48 International Energy Agency (IEA), Oil 2021: analysis and forecast to 2026, 2021, p. 120  (accessed 
11 August 2021). 

49 The Commonwealth of Australia, Budget Measures: Budget Paper No. 2 2021–22, pp. 40 and 141–142 
(accessed 6 August 2021); The Commonwealth of Australia, Industry, Science, Energy and Resources 
Portfolio Budget Statements 2021–22: Budget Related Paper No. 1.9, pp. 18, 24 and 57 (accessed 
6 August 2021). 

50 Nick Toscano, 'Viva Energy takes $30m lifeline offer for Geelong oil refinery', The Sydney Morning  
Herald, 14 December 2020 (accessed 11 August 2021). 

51 DISER, Government priorities: Australia's fuel security package, 
https://www.energy.gov.au/government-priorities/energy-security/australias-fuel-security-
package (accessed 11 August 2021). 

https://globalaccesspartners.org/wp-content/uploads/2021/10/GAP_IIERA_NationalResilienceProject_Report_Oct2021.pdf
https://globalaccesspartners.org/wp-content/uploads/2021/10/GAP_IIERA_NationalResilienceProject_Report_Oct2021.pdf
https://www.iea.org/reports/oil-2021
https://budget.gov.au/2021-22/content/bp2/download/bp2_2021-22.pdf
https://www.industry.gov.au/sites/default/files/2021-05/2021-22-department-of-industry-science-energy-and-resources-pbs.pdf
https://www.industry.gov.au/sites/default/files/2021-05/2021-22-department-of-industry-science-energy-and-resources-pbs.pdf
https://www.smh.com.au/business/companies/viva-energy-takes-40m-lifeline-offer-for-geelong-oil-refinery-20201214-p56n67.html
https://www.energy.gov.au/government-priorities/energy-security/australias-fuel-security-package
https://www.energy.gov.au/government-priorities/energy-security/australias-fuel-security-package
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1.46 Ampol and Viva Energy are reviewing the ongoing viability of their plants in 
Lytton and Geelong,52 with both companies announcing they would continue 
to operate until mid–2027 on the condition of government support. 

1.47 However Global Access Partners and Institute for Integrated Economic 
Research—Australia observed that longer term fuel security risks remain: 

Sadly, the Minister's announcement was too little, too late, and too short-
sighted as only two of the four refineries agreed to accept the 
Government's support plan and to be contracted to remain open until 2027 
… however, there is no public plan for what will happen with respect  to 
our fuel security after 2027.53 

1.48 The AWU raised ownership of the Lytton oil refinery in its submission. It is 
currently owned and operated by Caltex Australia, although there have been 
moves by Alimentation Couche-Tard, a French-Canadian multinational, to 
acquire the refinery. While the deal did not proceed, the AMU was concerned 
that purchase by a multinational may see the refinery close—against 
Australia's national interest and affecting competition and increasing 
Australia's reliance on imported oil.  It recommended that the government 
reject any prospective acquisition of Caltex Australia by a foreign buyer.54 

1.49 AITI agreed that foreign is as an issue for fuel security and national resilience 
stating that: 

… it is the issue of ongoing fuel security which severely impacts 
Australia's national resilience … It is unclear whether or not the Australian 
government would be able to force foreign-owned companies to refine 
crude oil during times of crisis if it were against their best interest  to do 
so. 55 

Global oil and gas 
1.50 Australia cannot be classified as a big player in the global petroleum, with 

Russia, Iran and Qatar holding the largest shares of global gas reserves, and 
the world's largest oil producers being US, Russia and Iran.56 As shown in 
Figure 1.8, Australia has succeeded in becoming one of the largest exporters of 
LNG. 

 
52 Gareth Hutchens, 'Australia loses another oil refinery, leaving our fuel supply vulnerable to 

regional crises', ABC News Australia, 11 February 2021 (accessed 11 August 2021); see a lso: ATO, 
Submission 24.1, p. [5]. 

53 Global Access Partners Pty Ltd, Institute for Integrated Economic Research—Australia Ltd, 
Australia--a complacent nation: our reactions are too little, too late, and too short-sighted, October 2021 , 
p.16 (accessed 20 October 2021). 

54 AWU, Submission 39, pp. 30–31 and 33. 

55 AITI, Flinders University, Australian sovereign capability and supply chain resilience: perspectives and  
options, August 2021, p. 33 (accessed 21 October 2021). 

56 GA, Australia's Energy Commodity Resources 2021: gas, 2021. 

https://www.abc.net.au/news/2021-02-11/australia-loses-another-oil-refinery-risking-fuel-supply/13139648
https://www.abc.net.au/news/2021-02-11/australia-loses-another-oil-refinery-risking-fuel-supply/13139648
https://globalaccesspartners.org/wp-content/uploads/2021/10/GAP_IIERA_NationalResilienceProject_Report_Oct2021.pdf
https://www.flinders.edu.au/content/dam/documents/research/aiti/Australian_sovereign_capability_and_supply_chain_resilience.pdf
https://www.flinders.edu.au/content/dam/documents/research/aiti/Australian_sovereign_capability_and_supply_chain_resilience.pdf
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Figure 1.8 Outlook for global LNG exports, 2020–2023 
 

 
Source: Office of the Chief Economist, DISER, Resources and Energy Quarterly, September 2021, p. 74. 

Figure 1.9 World liquid fuels production and consumption balance 

 
Source: US Energy Information Administration (EIA), Global liquid fuels, 
https://www.eia.gov/outlooks/steo/report/global_oil.php (accessed 19 November 2021). 

1.51 The pandemic caused a decline in global oil demand and prices (see Figure 
1.9). The market is now in recovery but not expected, for OECD countries at 
least, to rebound to 2019 levels. Carbon pricing, increases in in electric vehicle 
usage, fuel transition, efficiency improvements, and permanent changes to 
business travel patterns, with the take up of working from home and online 
meetings, are all expected to have a dampening effect on demand.57 

 
57 IEA, Oil, https://www.iea.org/fuels-and-technologies/oil (accessed 11 August 2021); Office of the 

Chief Economist, DISER, Resources and Energy Quarterly, June 2021, pp. 76–77 and 80; BP, Energy  
Outlook: 2020 edition, 2020, p. 29 (accessed 1 September 2021). 

https://www.eia.gov/outlooks/steo/report/global_oil.php
https://www.iea.org/fuels-and-technologies/oil
https://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/energy-economics/energy-outlook/bp-energy-outlook-2020.pdf
https://www.bp.com/content/dam/bp/business-sites/en/global/corporate/pdfs/energy-economics/energy-outlook/bp-energy-outlook-2020.pdf
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1.52 During 2020, global trade in LNG increased by a mere 1.5 per cent and markets 
were characterised by weak LNG and oil prices—in contrast to strong growth 
in previous years. Demand and production are expected to have increased 
during 2021, with the Asia Pacific, and China and India in particular, expected 
to drive global LNG demand in the 2020s.58 

Management and regulation of Australia's oil and gas reserves 
1.53 Australia's offshore oil and gas reserves are owned by the Australian 

Government, while onshore reserves are owned by the state or territory 
government in which the resource is found.  

1.54 'Offshore' is defined as areas beyond three nautical miles from the territorial 
sea baseline and within Australia's Exclusive Economic Zone (Commonwealth 
waters).59 The Commonwealth jointly administers each offshore area with the 
affected state or Northern Territory government (the Joint Authorities). 

1.55 State and territory governments are responsible for ensuring the exploration 
and development of resources onshore and out to three nautical miles in 
accordance with the relevant state or territory legislation. Whilst there are 
some differences, the legislation is broadly similar in content and 
administration to Commonwealth legislation.60 

1.56 DISER is largely responsible for policy oversight and regulation of Australia's 
offshore oil and gas resources.61 The Department notes the Commonwealth 
responsibility for petroleum exploration:  

In these areas, the Commonwealth provides a petroleum resource 
management framework to support development of Australia's offshore oil 
and gas resources. This framework promotes the timely discovery and 
development of petroleum resources for the economic benefit of the 
Australian community, while also ensuring that activities are undertaken 
safely and in an environmentally responsible way and in accordance with 
good oil field practice principles. It includes a range of policy and 
regulatory measures across the exploration-discovery-development-
decommissioning lifecycle.62 

 
58 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, pp. 64–68; see 

also: IEA, Gas 2020: report extract: 2021–2025: rebound and beyond, 2020 (accessed 31 August 2021). 
59 GA, Australia's Energy Commodity Resources 2021: overview, 2021, https://www.ga.gov.au/digital-

publication/aecr2021/overview (accessed 30 August 2021). 

60 GA, Australia's Energy Commodity Resources 2021: overview, 2021. 
61 Department of Industry, Innovation and Science (DIIS), Offshore Petroleum Resource Management 

Review: Interim Report, November 2015, p. 4; Professor John A P Chandler, Public duties on the 
disposal of Australia’s non-renewable resources: the case for regulatory reform, 
https://www.uwa.edu.au/schools/-/media/Documents/Schools/Chapter-4-Public-Duties-on-
disposal--ARELJ-39.pdf (accessed 22 November 2021). 

62 DIIS, Submission 37, p. 9. 

https://www.iea.org/reports/gas-2020/2021-2025-rebound-and-beyond
https://www.ga.gov.au/digital-publication/aecr2021/overview
https://www.ga.gov.au/digital-publication/aecr2021/overview
https://www.uwa.edu.au/schools/-/media/Documents/Schools/Chapter-4-Public-Duties-on-disposal--ARELJ-39.pdf
https://www.uwa.edu.au/schools/-/media/Documents/Schools/Chapter-4-Public-Duties-on-disposal--ARELJ-39.pdf
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National Resources Statement 
1.57 The National Resources Statement (NRS) overseen by the DISER, is Australia's 

resources policy framework. It contains five key goals and four policy 
principles. The first two goals are to: 

 deliver the most globally attractive and competitive investment destination 
for resources projects; and 

 develop new resources, industries, and markets.63 

1.58 The statement aims to ensure that policy, regulatory and business settings 
make Australia a globally competitive and attractive investment option. The 
statement also makes broad statements about the delivery of 'sustained 
prosperity and social development for all Australians' and has creating jobs 
and supporting communities as key goals.64 

Regulatory framework 
1.59 Together, the Offshore Petroleum and Greenhouse Gas Storage Act 2006 (OPGGS Act), 

the Offshore Petroleum and Greenhouse Gas Storage (Resource Management and 
Administration) Regulations 2011 (RMA Regulations)65 and maritime boundary 
treaties set the legal framework for petroleum resource management.66 

1.60 The OPGGS Act establishes a range of roles and responsibilities for 
government and industry in relation to petroleum exploration and recovery, 
injection and storage of greenhouse gasses, and the establishment of Joint 
Authorities, the National Offshore Petroleum Titles Administrator (NOPTA); 
and the National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA).67 

1.61 The Australian Government also regulates activities are likely to significantly 
impact matters of national environmental significance under the Environment 
Protection and Biodiversity Conservation Act 1999 (the EPBC Act). This includes 
world and national heritage properties and places, threatened species and 

 
63 DIIS, National Resources Statement, 2019, pp. 19–20. 

64 DIIS, National Resources Statement, 2019, p. 21. 
65 Other related regulations comprise: Offshore Petroleum and Greenhouse Gas Storage (Safety) 

Regulations 2009, Offshore Petroleum and Greenhouse Gas Storage (Environment) Regulations  
2009, Offshore Petroleum and Greenhouse Gas Storage (Regulatory Levies) Regulations 2004, 
Offshore Petroleum and Greenhouse Gas Storage (Greenhouse Gas Injection and Storage) 
Regulations 2011. 

66 GA, Australia's Energy Commodity Resources 2021: overview, 2021; see also: Department of Industry, 
Innovation and Science (DIIS), Submission 37, p. 10; National Offshore Petroleum Titles 
Administrator (NOPTA), NOPTA Policy, October 2019; NOPTA, Joint Authorities, 
https://www.nopta.gov.au/joint-authorities.html (accessed 31 August 2021). 

67 DIIS, Submission 37, pp. 8–9. 

https://www.nopta.gov.au/joint-authorities.html
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ecological communities, Commonwealth marine parks (including the Great 
Barrier Reef), and water resources in relation to coal seam gas (CSG).68 

Joint Authorities 
1.62 The Joint Authorities are responsible for the majority of decision making under 

the OPGGS Act and RMA Regulations, making core decisions about the 
release of exploration areas, titles and resource management—often based on 
advice from NOPTA and NOPSEMA.69 

1.63 Generally, the Joint Authority for each offshore area adjacent to a state and the 
Northern Territory comprises the responsible Commonwealth Minister 
(currently the Minister for Resources and Water) and the relevant state or 
Northern Territory minister.70 

National Offshore Petroleum Titles Administrator 
1.64 NOPTA was established on 1 January 2012 under the OPGGS Act under the 

then Department of Industry, Innovation and Science (DIIS) following a 
Productivity Commission (PC) inquiry into Regulatory Burden in Australia's 
Offshore Petroleum Sector. The PC inquiry was requested by what was then 
known as the Council of Australian Governments (COAG).71 

1.65 NOPTA's key functions include providing technical information, advice and 
recommendations to the Minister and Joint Authorities, facilitating title 
administration, managing title data, and managing compliance.72 

 
68 DIIS, Submission 37, p. 10. 
69 DIIS, Submission 37, p. 9; NOPTA, Joint Authorities. 
70 During the 2011 offshore regulatory reform process, Tasmania chose to opt out of the Joint 

Authority arrangements for the offshore Tasmanian area. NOPTA, Joint Authorities; DIIS, 
2015 Operational Review of the National Offshore Petroleum Titles Administrator: Australian Government 
Response, December 2015, p. vi. 

71 In 2009 the PC recommended the creation of a national offshore petroleum regulator as an 
independent statutory authority. NOPTA, Annual Report of Activities 2018–19, p. 9; DIIS, 2015 
Operational Review of the National Offshore Petroleum Titles Administrator: Australian Government 
Response, December 2015, p. 1; PC, Review of regulatory burden on the upstream petroleum (oil and gas) 
sector, April 2009, p. xlvi. 

72 Both the 2015 and 2020 operational reviews found there was limited dissent on NOPTA's advice to 
the Joint Authorities, which was indicative of the overall high quality of advice provided. 
Noetic Solutions, 2015 Operational Review of the National Offshore Petroleum Titles Administrator, 
September 2015, p. 13; Deloitte Touche Tohmatsu for DISER, 2020 Review of activities of the National 
Offshore Petroleum Titles Administrator: report for the Minister for Resources, Water and Northern 
Australia, 2020, p. 7 (accessed 7 September 2021). 

 As of September 2021, it appears that NOPTA had not used its power to prosecute. DIIS, 
Submission 37, p. 9; DIIS, Operating Protocols for Offshore Petroleum Joint Authorities and  Supporting 
Institutions, July 2015; Noetic Solutions, 2015 Operational Review of the National Offshore Petroleum 
Titles Administrator, September 2015, pp. 5 and 18–19; DIIS, 2015 Operational Review of  the National 
Offshore Petroleum Titles Administrator: Australian Government Response, December 2015, pp. iv 

https://parlinfo.aph.gov.au/parlInfo/download/publications/tabledpapers/2e458dcf-52d8-4acd-8da1-cd4e27ef59d9/upload_pdf/2020%20Review%20of%20Activities%20of%20the%20National%20Offshore%20Petroleum%20Titles%20Admi....pdf;fileType=application%2Fpdf
https://parlinfo.aph.gov.au/parlInfo/download/publications/tabledpapers/2e458dcf-52d8-4acd-8da1-cd4e27ef59d9/upload_pdf/2020%20Review%20of%20Activities%20of%20the%20National%20Offshore%20Petroleum%20Titles%20Admi....pdf;fileType=application%2Fpdf
https://parlinfo.aph.gov.au/parlInfo/download/publications/tabledpapers/2e458dcf-52d8-4acd-8da1-cd4e27ef59d9/upload_pdf/2020%20Review%20of%20Activities%20of%20the%20National%20Offshore%20Petroleum%20Titles%20Admi....pdf;fileType=application%2Fpdf
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1.66 The Minister's Statement of Expectations requires that NOPTA administer the 
offshore resources titles regime to help ensure: 

 resources are developed at the earliest commercially viable opportunity, in 
line with the principles of good oilfield practice and seek to achieve optimal 
recovery of petroleum for the benefit of the Australian economy; and 

 industry collaboration and the efficient use of existing and future 
infrastructure is encouraged.73 

1.67 The 2020 Review of activities of the National Offshore Petroleum Titles Administrator 
found that NOPTA needs to be more proactive and influential in supporting 
the legislative framework74 and noted emerging capability gaps within 
NOPTA, particularly in relation to facilities engineering, commercial and 
financial analysis (especially transaction due diligence) and decommissioning75 
and the need to move to data-driven decision making.76 

National Offshore Petroleum Safety and Environmental Management Authority 
1.68 Oil and gas reserves in Commonwealth waters are regulated by NOPSEMA, as 

shown in Figure 1.10. Under the OPGGS Act, NOPSEMA's jurisdiction may 
also include designated coastal waters where a state or the Northern Territory 
Government has conferred regulatory functions.77 

1.69 NOPSEMA's principal functions include activities relating to well integrity, 
environmental management and occupational health and safety (OHS) in 
offshore petroleum and offshore greenhouse gas storage operations. This 
includes monitoring, investigations, and compliance of these matters under the 
OPGGS Act and regulations.78 

  

 
and 1; Deloitte Touche Tohmatsu for DISER, 2020 Review of activities of the National Offshore 
Petroleum Titles Administrator: report for the Minister for Resources, Water and Northern Australia, 2020, 
pp. 34–35. 

73 Minister for Resources and Northern Australia, National Offshore Petroleum Titles Administrator 
Statement of Expectations, October 2019, p. [2] (accessed 1 September 2021). 

74 Deloitte Touche Tohmatsu for DISER, 2020 Review of activities of the National Offshore Petroleum 
Titles Administrator: report for the Minister for Resources, Water and Northern Australia, 2020, pp. 8 
and [19]. 

75 Deloitte Touche Tohmatsu for DISER, 2020 Review of activities of the National Offshore Petroleum 
Titles Administrator: report for the Minister for Resources, Water and Northern Australia, 2020, p. [50]. 

76 Deloitte Touche Tohmatsu for DISER, 2020 Review of activities of the National Offshore Petroleum 
Titles Administrator: report for the Minister for Resources, Water and Northern Australia, 2020,  
pp. 106-107. 

77 GA, Australia's Energy Commodity Resources 2021: overview, 2021. 
78 DIIS, Submission 37, p. 10. 

https://www.nopta.gov.au/_documents/statement-expectations-oct2019.pdf
https://www.nopta.gov.au/_documents/statement-expectations-oct2019.pdf
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Figure 1.10 NOPSEMA jurisdiction map 

 
NOPSEMA, Map illustrating NOPSEMA jurisdiction in Australian Waters, 1 November 2016, 
https://www.nopsema.gov.au/assets/Uploads/NOPSEMA-jurisdiction-map.png from Wikipedia, National 
Offshore Petroleum Safety and Environmental Management Authority, 
https://en.wikipedia.org/wiki/National_Offshore_Petroleum_Safety_and_Environmental_Management_
Authority (accessed 9 February 2022). 

Supporting strategies and initiatives 
1.70 The Australian Government has recently put a number of strategies and 

initiatives in place to support Australia's oil and gas industry. 

Gas-fired recovery 
1.71 In response to the COVID–19 recession, the Government announced its gas-

fired recovery initiative to stimulate economic recovery, make energy more 
affordable and support job creation through its focus on three key areas: 
unlocking gas supply, gas transportation, and empowering consumers.79 The 
Government announced $52.9 million of funding in the 2021–22 Budget to 
continue the implementation of the initiative.80 

 
79 The Hon Scott Morrison MP, Prime Minister, 'Gas-fired recovery', Media release, 15 September 2021, 

https://www.pm.gov.au/media/gas-fired-recoveryhttps://www.pm.gov.au/media/gas-fired-
recovery (accessed 1 September 2021). 

80 DISER, Gas markets, 2021, https://www.energy.gov.au/government-priorities/energy-markets/gas-
markets (accessed 7 July 2021). 

https://www.nopsema.gov.au/assets/Uploads/NOPSEMA-jurisdiction-map.png
https://en.wikipedia.org/wiki/National_Offshore_Petroleum_Safety_and_Environmental_Management_Authority
https://en.wikipedia.org/wiki/National_Offshore_Petroleum_Safety_and_Environmental_Management_Authority
https://www.pm.gov.au/media/gas-fired-recovery
https://www.pm.gov.au/media/gas-fired-recovery
https://www.pm.gov.au/media/gas-fired-recovery
https://www.energy.gov.au/government-priorities/energy-markets/gas-markets
https://www.energy.gov.au/government-priorities/energy-markets/gas-markets
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1.72 Under the initiative a variety of measures will be delivered including those 
relating to furthering new gas exploration and development,81 the release of 
the National Gas Infrastructure Plan, the development of a long-term Future Gas 
Infrastructure Investment Framework, critical gas infrastructure projects, 
development of the Gas Supply Hub at Wallumbilla and reforms that will 
enable gas-reliant businesses to negotiate competitive supply.82 

1.73 The Government is also working through the Energy National Cabinet Reform 
Committee (ENCRC) to consider new transparency measures across the gas 
market, on prices, reserves and resources.83 

1.74 Industry also agreed to support the Peak Electricity Demand—Gas Supply 
Guarantee to ensure that energy needs can be met during peak demand 
periods84 and improvements to pipeline access.85 

Other relevant strategies 
1.75 Australia's Global Resources Statement seeks to ensure that Australia is an 

attractive investment destination, with support for resources and related 
companies.86 In the 2021–22 Budget the Government committed $20.1 million 
over two years to develop and deliver a broader global resources strategy.87 

1.76 Australia's National Resources Workforce Strategy, released in 2021, supports the 
oil and gas industry, focussing on planning, local employment, and increased 
training to provide a skilled workforce, in particular for regional Australia.88 

Domestic gas market regulation 
1.77 Australia has a range of policies and agreements which regulate its domestic 

gas and energy market—including supply and pricing. Australia's gas markets 
are considered further in Chapter 3. 

  

 
81 The Hon Scott Morrison MP, Prime Minister, 'Gas-fired recovery', Media release, 15 September 2021. 

See also: DISER, Submission 37.1, p. 11; DISER, Driving new gas discoveries in the Cooper and Adavale 
basins, 19 November 2022 (accessed 17 January 2022). 

82 DISER, Gas markets, 2021. 
83 DISER, Gas markets, 2021. 

84 DISER, Gas markets, 2021; DISER, Gas reservation issues paper, October 2020, pp. 6–7. 
85 DISER, Gas markets, 2021. 
86 DISER, Australia's Global Resources Statement, 2020, pp. 7–8 (accessed 1 September 2021). 

87 DISER, Australia's Global Resources Statement, June 2021, https://www.industry.gov.au/data-and-
publications/australias-global-resources-statement (accessed 1 September 2021). 

88  DISER, Australia's National Resources Workforce Strategy, 2021, pp. 1 and 7  
(accessed 1 September 2021). 

https://www.industry.gov.au/news/driving-new-gas-discoveries-in-the-cooper-and-adavale-basins
https://www.industry.gov.au/news/driving-new-gas-discoveries-in-the-cooper-and-adavale-basins
https://www.industry.gov.au/sites/default/files/2021-06/australias_global_resources_statement.pdf
https://www.industry.gov.au/data-and-publications/australias-global-resources-statement
https://www.industry.gov.au/data-and-publications/australias-global-resources-statement
https://www.industry.gov.au/sites/default/files/2021-02/australias_national_resources_workforce_strategy.pdf
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Australian Domestic Gas Supply Mechanism 
1.78 Introduced in July 2017, the Australian Domestic Gas Supply Mechanism 

(ADGSM) enables the federal Resources Minister to restrict LNG exports or 
find new gas sources in years when there are shortfalls in the domestic market. 
In 2019, the Government carried out a review of the mechanism and found that 
it had been largely effective in securing supply, although it had not been 
invoked to date.89 

1.79 The Government agreed to retain the ADGSM until its repeal in 2023 and 
accept the first and third recommendations, retaining the ADGSM, and 
updating the guidelines to reference the Australian Competition and 
Consumer Commission's (ACCC) LNG netback price series.90 However it did 
not accept changes to the Total Market Security Obligation, instead 
implementing a new Heads of Agreement.91 

Heads of Agreement with east coast LNG exporters 
1.80 In 2017 east coast LNG exporters established an 'industry-led, voluntary and 

non-binding agreement'92 with the Australian Government committing them to 
first offer uncontracted gas to the domestic market in the event of a shortfall. 
The agreement has been extended several times, with the current commitment 
in place until 1 January 2023.93 

1.81 The ACCC's Gas Inquiry 2017–2025 reported that it had insufficient 
information to determine compliance with the previous Heads of Agreement, 
however users have reported that suppliers have been more flexible and 
willing to negotiate on non-price terms in recent times.94 

  

 
89 DISER, Gas reservation issues paper, October 2020, pp. 6–7. See also: Greg Brown, 'Union, bosses 

unite on gas cap', The Australian, 9 July 2021, p. 1. 
90 DISER, Australian Domestic Gas Security Mechanism Review 2019, January 2020 (accessed 

12 July 2021). 
91 DISER, Submission 37.1, p. 9. 
92 DISER, Answer to question on notice AI-78, Senate Additional Estimates 2019–20, 16 March 2020  

(received 8 May 2020). 

93 DISER, Gas reservation issues paper, October 2020, pp. 6–7. See also: DISER, Securing Australian 
domestic gas supply, https://www.industry.gov.au/regulations-and-standards/securing-australian-
domestic-gas-supply (accessed 1 September 2021). 

94 DISER, Submission 37.1, p. 10. 

https://www.industry.gov.au/data-and-publications/australian-domestic-gas-security-mechanism-review-2019
https://www.industry.gov.au/regulations-and-standards/securing-australian-domestic-gas-supply
https://www.industry.gov.au/regulations-and-standards/securing-australian-domestic-gas-supply
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Prospective national gas reservation scheme 
1.82 In late 2020 DISER conducted consultation on a prospective national gas 

reservation scheme aimed at ensuring Australian gas users can access gas at a 
reasonable price.95 In considering a prospective scheme DISER said it would: 

 investigate the effects of a national gas reservation scheme on domestic gas 
markets, the economy, trade and investment; 

 examine approaches to gas reservation within Australia and overseas; and 
 look at market and regulatory frameworks that would support reservation. 

1.83 The results of the consultation and any outcomes from the options paper have 
not been made public.96 

Relevant inquiries and reviews 
1.84 A number of current or recent inquiries and reviews are relevant to this 

inquiry into Australia's oil and gas industry. 

ACCC: Gas inquiry (2017–2025) 
1.85 The three-year ACCC inquiry into the supply of and demand for natural gas in 

Australia commenced in 2017. To date it has published 11 reports as well as 
regular information about the supply and pricing of gas. The inquiry has been 
extended until December 2025.97 

1.86 In its January 2021 report, the inquiry found that COVID-19 has had a minimal 
effect on gas supply and pricing in Australia. Over the period of the inquiry 
there have been improvements in market competition, responsiveness and 
flexibility resulting in lower prices for commercial and industrial users. The 
inquiry has noted that domestic prices are still above export parity prices98 and 
that supply is expected to meet forecast demand in the short term.99 

1.87 In the medium to longer term, there is ambiguity in market conditions with 
both supply and demand uncertain. It is forecast that production will be 

 
95 DISER, Prospective national gas reservation scheme: have your say, 27 October 2020, 

https://www.industry.gov.au/news/prospective-national-gas-reservation-scheme-have-your-say 
(accessed 12 July 2021). 

96 DISER, Gas reservation issues paper, October 2020, p. 4. See also: DISER, Submission 37.1, p. 10. 
97 Australian Competition and Consumer Commission (ACCC), Gas inquiry 2017-2025, 

https://www.accc.gov.au/regulated-infrastructure/energy/gas-inquiry-2017-2025  
(accessed 1 September 2021); ACCC, Gas inquiry 2017-2025. 

98 ACCC, Gas inquiry 2017–2015: interim report, January 2021 
https://www.accc.gov.au/system/files/Gas%20Inquiry%20%20January%202021%20interim%20repo
rt_3.pdf, pp. 7–8 (accessed 6 July 2021). 

99 ACCC, Gas prices improve for customers but lower prices may not last, 16 February 2021, 
https://www.accc.gov.au/media-release/gas-prices-improve-for-customers-but-lower-prices-may-
not-last (accessed 1 September 2021). 

https://www.industry.gov.au/news/prospective-national-gas-reservation-scheme-have-your-say
https://www.accc.gov.au/regulated-infrastructure/energy/gas-inquiry-2017-2025
https://www.accc.gov.au/system/files/Gas%20Inquiry%20-%20January%202021%20interim%20report_3.pdf
https://www.accc.gov.au/system/files/Gas%20Inquiry%20%20January%202021%20interim%20report_3.pdf
https://www.accc.gov.au/system/files/Gas%20Inquiry%20%20January%202021%20interim%20report_3.pdf
https://www.accc.gov.au/media-release/gas-prices-improve-for-customers-but-lower-prices-may-not-last
https://www.accc.gov.au/media-release/gas-prices-improve-for-customers-but-lower-prices-may-not-last
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unable to meet domestic demand as early as 2024. The ACCC found that new 
gas sources will need to be developed, and infrastructure investments made to 
address uncertainties, including price-effective transportation.100 Australia's oil 
and gas supply and demand is discussed further in Chapter 3. 

Senate Economics Legislation Committee: Offshore Petroleum and Greenhouse 
Gas Storage Amendment (Benefit to Australia) Bill 2020 (2021) 
1.88 The Senate Economics Legislation Committee twice considered a bill to make 

the benefit of the Australian community a guiding principle in the 
interpretation of the OPGGS Act.101 

1.89 The Legislation Committee considered a range of issues including economic 
returns from oil and gas companies,102  whether or not the bill would achieve 
its objectives, the stifling effect the bill could have, as well as retention leases, 
domestic gas reservation and decommissioning costs.103 The committee 
recommended that the bill not pass, with dissenting reports from Senator 
Patrick for both inquiries.104 

Senate Environment and Communications References Committee: Oil and gas 
exploration and production in the Beetaloo Basin (2021) 
1.90 On 23 June 2021, the Senate referred an inquiry into oil and gas exploration 

and production in the Beetaloo Basin to the Senate Environment and 
Communications References Committee for final report in March 2022. 

1.91 The committee is inquiring into oil and gas exploration and production in the 
Beetaloo Basin, with particular reference to the Industry Research and 
Development (Beetaloo Cooperative Drilling Program) Instrument 2021, which 
provides public money to oil and gas corporations.105 

 
100 ACCC, Gas inquiry 2017–2015: interim report, January 2021, pp. 8–10. 
101 Senate Economics Legislation Committee, Offshore Petroleum and Greenhouse Gas Storage Amendment 

(Benefit to Australia) Bill 2020, June 2021, p. 1. 
102 Senate Economics Legislation Committee, Offshore Petroleum and Greenhouse Gas Storage Amendment 

(Benefit to Australia) Bill 2020, March 2021, pp. 8–10. 
103 Senate Economics Legislation Committee, Offshore Petroleum and Greenhouse Gas Storage Amendment 

(Benefit to Australia) Bill 2020, June 2021, pp. 5, 8–10. 

104  Senate Economics Legislation Committee, Offshore Petroleum and Greenhouse Gas Storage Amendment 
(Benefit to Australia) Bill 2020, March 2021, pp. 17–21;  Senate Economics Legislation Committee, 
Offshore Petroleum and Greenhouse Gas Storage Amendment (Benefit to Australia) Bill 2020, June 2021, 
pp. 13–16. 

105  Senate Environment and Communications References Committee, Oil and gas exploration and 
production in the Beetaloo Basin, 
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Environment_and_Commu
nications/BeetalooBasin (accessed 6 July 2021). 

https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Environment_and_Communications/BeetalooBasin
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Environment_and_Communications/BeetalooBasin
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1.92 An interim report was tabled in August 2021. It made a number of 
recommendations including in relation to perceived conflicts of interest, 
transparency and accountability, repayment of grant funding on successful 
exploration, improvements to consultations with First Nations peoples, and 
the expedited development of a bilateral emissions reduction agreement to 
ensure no net increase in Australia's greenhouse gas emissions.106 

Productivity Commission: regulation of resources sector (2020) 
1.93 In December 2020 the PC completed a research study into regulation of the 

resources sector, including oil and gas. The study examined the effectiveness 
and efficiency of current regulatory regimes across jurisdictions and recent 
developments in the sector.107 

1.94 It found that there is considerable scope to improve the regulatory framework 
and processes to reduce unnecessary burdens and encourage investment, 
while still meeting requirements to protect the environment, heritage, safety, 
landowners, and the community. The study also found that the transparency 
and capabilities of regulators could be improved, as could coordination 
between regulators and engagement with stakeholders.108 

Department of Industry: Review of the decommissioning framework (2018) 
1.95 In October 2018, DISER announced a review of the policy and legislative 

frameworks regulating offshore oil and gas decommissioning.109 

1.96 In 2019, the then Minister for Resources and Northern Australia issued a 
statement of expectations to NOPSEMA which focussed on decommissioning, 
given the large number of facilities approaching end-of-life.110 

1.97 The 2020 Review of activities of the National Offshore Petroleum Safety and 
Environmental Management Authority found it needs a clearer regulatory 
strategy111 and has emerging capability gaps, particularly in commercial and 
financial matters and decommissioning, as well as the regulation of offshore 
renewables and the use of digital technology.112 

 
106 Senate Environment and Communications References Committee, Oil and gas exploration and 

production in the Beetaloo Basin: Interim Report, August 2021, pp. vii–viii (accessed 6 July 2021). 
107 PC, Submission 5, pp.1– 2; see also PC, Resources Sector Regulation, 10 December 2020, 

https://www.pc.gov.au/inquiries/completed/resources#report (accessed 6 July 2021). 
108 PC, Study Report: Resources Sector Regulation, November 2020, p. 2 (accessed 6 July 2021). 

109 DISER, Submission 37.1, p. 8. 
110 NOPSEMA, Submission 52, p. [2]. 
111 Deloitte Touche Tohmatsu for DISER, 2020 Review of activities of the National Offshore Petroleum 

Safety and Environmental Management Authority, 2020, pp. 36–37. 

112 Deloitte Touche Tohmatsu for DISER, 2020 Review of activities of the National Offshore Petroleum 
Safety and Environmental Management Authority, 2020, pp. 67–68 (accessed 7 September 2021). 

https://parlinfo.aph.gov.au/parlInfo/download/committees/reportsen/024744/toc_pdf/OilandgasexplorationandproductionintheBeetalooBasin.pdf;fileType=application%2Fpdf
https://parlinfo.aph.gov.au/parlInfo/download/committees/reportsen/024744/toc_pdf/OilandgasexplorationandproductionintheBeetalooBasin.pdf;fileType=application%2Fpdf
https://www.pc.gov.au/inquiries/completed/resources
https://www.pc.gov.au/inquiries/completed/resources/report/resources.pdf
https://parlinfo.aph.gov.au/parlInfo/download/publications/tabledpapers/32565916-cf1b-49e7-a5ce-c37f6d67c161/upload_pdf/2020%20Review%20of%20Operations%20of%20the%20National%20Offshore%20Petroleum%20Safety%20and%20....pdf;fileType=application%2Fpdf
https://parlinfo.aph.gov.au/parlInfo/download/publications/tabledpapers/32565916-cf1b-49e7-a5ce-c37f6d67c161/upload_pdf/2020%20Review%20of%20Operations%20of%20the%20National%20Offshore%20Petroleum%20Safety%20and%20....pdf;fileType=application%2Fpdf
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1.98 In December 2020, as a result of industry and public consultations the 
department released an enhanced framework for consultation. In April 2021, 
NOPSEMA published the final framework in the form of a decommissioning 
strategy and compliance plan. It outlines expectations of industry as to how 
and when decommissioning activities are carried out, including that proposals 
for future projects address decommissioning planning from the earliest 
stages.113 

1.99 The enhanced framework also puts new measures in place to manage financial 
and environmental risks associated with mature offshore petroleum assets. It is 
designed to strengthen trailing liability and call-back provisions, increase 
oversight of company control and financial assurance, improve planning for 
decommissioning, ensure early and proactive use of powers by regulators and 
improve public comment and reporting transparency.114 Legislation enabling 
the framework was passed in 2021.115 

1.100 Most changes come into effect from 2 March 2022, with trailing liability 
requirements applying to those that have held a title from 1 January 2021.116 

1.101 Guidelines and factsheets supporting the majority of legislative changes were 
released for public consultation on 25 October 2021, with consultation closing 
on 22 November 2021. Guidance to support enhanced trailing liability 
provisions will be released in 2022.117 

1.102 Decommissioning is considered further in Chapter 5. 

Department of Industry: Review of offshore petroleum resource management 
framework (2014) 
1.103 In mid-2014, the Department of Industry undertook a review of Australia's 

offshore resource management framework, originally introduced in 2012.118 
The final report, scheduled for release in 2016, has not been published. 

1.104 The interim report, released in November 2015, proposed 20 actions across the 
petroleum lifecycle with regard to policy, regulatory and administrative 

 
113 NOPSEMA, Submission 52, pp. [2–3]. 
114 DISER, Submission 37.1, p. 8. 
115 DISER, Submission 37.1, p. 8. 

116 DISER, Offshore oil and gas guidance updates: have your say, 25 October 2021, 
https://www.industry.gov.au/news/offshore-oil-and-gas-guidance-updates-have-your-say 
(accessed 23 November 2021). 

117 DISER, Offshore oil and gas guidance updates: have your say, 25 October 2021. 
118 Department of Industry, Offshore Petroleum Resource Management Review: Consultation Paper, 

November 2014, pp. 31–33; DIIS, Offshore Petroleum Resource Management Review (accessed 
28 January 2020). 

https://www.industry.gov.au/news/offshore-oil-and-gas-guidance-updates-have-your-say
https://consult.industry.gov.au/resources/offshore-petroleum-resource-management-review/
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frameworks to improve effectiveness and transparency, improve flexibility 
and reduce costs.119 

1.105 The report's findings and conclusions reflect two of the underlying 
fundamentals in Australia's approach to resource management: 

 offshore oil and gas resources are exploited through privately funded 
commercial development; and 

 the government has a stewardship mandate through which it encourages 
operators to act in certain ways towards the goal of optimum long-term 
recovery, it does not direct the activities of the private sector. 

1.106 The review acknowledged that the regulator's understanding of what 
constitutes 'optimal long-term recovery' is evolving and the ability to achieve it 
is limited by practicalities.120 

1.107 The RMA Regulations are due to sunset in 2024 and in preparation for this 
DISER, in conjunction with consultants ACIL Allen, have reviewed sections 
relating to the management, submission and release of geoscientific data, 
including monthly production reports and the classification and release of 
information. The review was expected to have been completed by the end of 
2021, with new regulations in place by 2023.121 Data transparency is considered 
further in Chapter 4. 

Senate Economics References Committee inquiry into corporate tax avoidance 
(2014) 
1.108 In 2014, an inquiry into corporate tax avoidance was referred to the Senate 

Economics References Committee. Of relevance to this inquiry, the committee 
considered debt loading and interest deductions with particular reference to 
oil and gas companies. This report also included a chapter on corporate tax 
avoidance in the offshore oil and gas sector.122 

1.109 The committee observed that outside of the oil and gas industry there was 
broad consensus that the petroleum resource rent tax (PRRT) is too generous, 
with the potential for compounding deductions to totally offset potential 
revenue. The committee also found that the existing tax regime has 

 
119 DIIS, Offshore petroleum resource management review: Interim Report, November 2015, pp. v–vi. 

120 The review stated: As producing basins mature and technologies evolve, this knowledge develops 
and provides the government with a 'better understanding of potential development options, and 
an improved (but still not perfect) ability to optimise development on a basin or regional basis' . 
DIIS, Offshore petroleum resource management review: Interim Report, November 2015, p. 21. 

121 DISER, Submission 37.1, p. 8. 
122 Senate Standing Committee on Economics, Corporate Tax Avoidance Report—Part III: Much  Heat, 

Little Light So Far, May 2018, pp. 22–28 and 47–75 (accessed 1 September 2021). 

https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Corporatetax45th/Report
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Corporatetax45th/Report
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encouraged large investments in Australia's oil and gas industry over a 
number of years.123 

1.110 The committee's report agreed with the conclusions of the Callaghan review 
into the PRRT and concluded that for future projects uplift rates should be 
lowered, the ordering of deductions should be rationalised, and the residual 
pricing method should be scrutinised. It also recommended that the gas 
transfer pricing method for PRRT eligible projects be made simpler and more 
transparent to ensure a fair return to the community.124 

 
123 Senate Standing Committee on Economics, Corporate Tax Avoidance Report—Part III: Much  Heat, 

Little Light So Far, May 2018, pp. 59–60, 72 and 74. 
124 Senate Standing Committee on Economics, Corporate Tax Avoidance Report—Part III: Much  Heat, 

Little Light So Far, May 2018, pp. 74–75. 
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Chapter 2 
Maximising public benefit from oil and gas 

reserves 

2.1 This chapter discusses the nature of public benefit, ranging from firstly, 
outlining definitions, pitfalls, and expectations of benefit, followed by evidence 
suggesting a lack of adequate benefit. It then considers different types of 
benefits that can be derived to ensure an adequate proportion of the wealth 
derived from the sale of finite resources is received. The chapter also examines 
what other countries have done to ensure their taxpayers gain a benefit. 

Defining benefit to the public 
2.2 The terms of reference for this inquiry go to assessing the 'benefit to the public 

of Australia's national oil and gas resources'. Benefit has been described in a 
variety of ways by submitters, primarily from an economic standpoint. Some 
submitters drew attention to the additional benefits flowing from oil and gas 
exploitation, including downstream economic benefits, as well as 
environmental and social benefits. Dr Murray drew attention to the 
importance of maximisation of benefit: 

Oil and gas resources of Australia can only be extracted once, and it 
doesn't actually really matter how much or what proportion is extracted 
now or in 10 years' time. The optimal thing for the country as a whole to 
do, whenever they're extracted, is to share the value gained as broadly as 
possible. 1 

2.3 Australia, as discussed in chapter 1, is a country blessed with an abundance of 
natural resources as our top three exports—iron ore, coal, and natural gas—
show.  Deriving a collective benefit for all Australians from the extraction of a 
finite resources is a paramount public resource policy issue. 

2.4 The story of Australia's oil and gas exploitation has been well documented, as 
has the level of federal assistance for identifying and developing with certainty 
the oil and gas resources—before industry participants have even begun 
exploration—in order to considerably reduce the exploration risk.2 

2.5 The 2020 Productivity Commission's (PC) review of the resources sector 
regulation discussed the benefit realised from resources projects such as oil 
and gas, with an emphasis on regional direct and indirect impacts. The review 
confined its analysis to the 'material impact on business investment in the 

 
1 Dr Cameron Murray, Private capacity, Proof Committee Hansard, 20 August 2021, p. 46. 
2 Senate Economics Legislation Committee, Offshore Petroleum and Greenhouse Gas Storage Amendment 

(Benefit to Australia) Bill 2020, March 2021, pp. 9, 13–14. 
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resources sector'—primarily regional micro impact and avoiding any 
discussion related to the wider macro impact and need for broader distribution 
of benefit and wealth: 

While communities often benefit from the normal economic activities of 
resources companies (for example, through new jobs and higher wages),  
the contributions to communities by many companies go beyond these 
impacts. Additional 'benefit sharing' activities include financial payments 
to local governments and community groups, investment in infrastructure, 
programs to increase local employment and business capability, and 
approaches to mitigate the negative social effects of resources projects.3 

Double, double toil and trouble… 
2.6 A recurring issue that can affect a resource-rich nation like Australia is the 

pitfall of the 'resource curse' (RC) often referred to as the 'paradox of plenty' or 
the 'Dutch disease', driven by an appreciation of the exporter's currency4 along 
with poor technological growth. This is often characterised as the failure of 
many resource-rich countries to benefit fully from their natural resource 
wealth, and the failure of governments in these countries to respond 
effectively to ever-increasing public spending needs.   

2.7 Judith Brett highlights the risk to Australia as a resource-rich of an economy so 
devoted to one sector as a potential textbook case of RC: 

Australia is a trading nation. We have a small population, so exporting 
enables our companies to grow by reaching larger markets.  We need the 
foreign income earned by our exports to pay for goods and services we 
import, and to service debts to foreign lenders. Our exporters also 
contribute to the national economy by paying taxes, distributing dividends 
to shareholders and employing people. All this is true of fossil-fuel 
exporters, but there are costs to having an export profile so skewed to one 
sector. 5 

2.8 Many examples of the 'curse' are featured in developing countries with 
abundant non-renewable natural resources. Those countries can experience 
slower rates of economic growth when exports are concentrated in natural 
resources. Demand for natural resource exports can cause disturbing exchange 
rate appreciation, leading to the decline of lagging non-natural resource 
tradable sectors. In Australia's case, the difference of performance was stark 

 
3 Productivity Commission (PC), Resources Sector Regulation: Productivity Commission Study  report 

overview, November 2020, p. 28 (accessed 21 October 2021). 
4 The term 'resource curse' was first coined by Auty and Warhurst (1993), refers to the paradox that 

in the long run, countries rich in natural resources perform worse economically than countries 
where natural resources are scarce. Dutch disease is a term coined by The Economist (1977) in 
response to the macroeconomic problems experienced by the Netherlands following the 
commercialisation of the country's North Sea gas reserves. 

5 Judith Brett, The Coal Curse, Resources, Climate and Australia's Future, Quarterly Essay, Issue 78 , 
2020, p. 9. 

https://www.pc.gov.au/inquiries/completed/resources/report
https://www.pc.gov.au/inquiries/completed/resources/report
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between the mining states and the non-mining sector and regions, 
predominately on the east coast verse the resource intense west coast during 
the mid-2000s mining boom. This difference was characterised by the 
Department of the Treasury (The Treasury) as a 'two-speed economy'.6 
Mr Phil Garton describes the effects of those boom years and the impact on the 
domestic economy: 

The stimulus from the resources boom means that mining states will tend 
to grow faster than the non-mining states while the mining industry is 
expanding. Further, faster expansion of mining-related sectors and regions 
will attract labour and capital away from the rest of the economy.  

… 

In the presence of capacity constraints, the stimulus to demand from rises 
in the terms of trade adds to inflationary pressures, requiring some 
offsetting mechanism to moderate demand growth. Under the 
macroeconomic policy framework in operation in Australia this largely 
occurs through higher interest rates and a higher exchange rate.7 

2.9 A 2010 Treasury paper noted the detrimental impact the confluence of these 
factors can cause, particularly in developing economies in our region: 

When governments can rely on one sector or a limited number of projects 
to supply a large portion of its revenue, the incentive to promote broad 
wealth creation, which can then be taxed, is reduced. Moreover, when 
citizens are lightly taxed their incentive to hold governments accountable 
is diminished … Empirically, there is a strong correlation between poor 
governance and natural resource wealth in developing countries.8 

The 2009 Henry Tax Review 
2.10 The Treasury-led, 2009 Dr Ken Henry Tax review noted that 'well-structured 

taxes on land and natural resources are highly effective means of raising 
revenue'.9 The review examined the charging for non-renewable resources 
noting that the current arrangements needed to be replaced with a uniform 
resource rent tax administered by the Australian government. In particular, the 
review noted that: 

Australia has abundant non-renewable resources, which are expected to 
continue to command high prices driven by demand, particularly from 

 
6 Phil Garton, The resources boom and the two-speed economy, Department of Treasury (The Treasury), 

January 2009, p. 19. (accessed 10 December 2021). 
7 Phil Garton, The resources boom and the two-speed economy, The Treasury, January 2009, p. 3. 

(accessed 10 December 2021). 

8 Martin Gould, Managing manna from below: sovereign wealth funds and extractive industries in the 
Pacific, The Treasury, January 2009, p. 3. (accessed 10 December 2021). 

9 Ken Henry, Australia's Future Tax System Review: report to the Treasurer: Part one overview, December 
2009, p. 47 (accessed 17 January 2022). 

https://treasury.gov.au/sites/default/files/2019-10/afts_final_report_part_1_consolidated.pdf
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China and India. Non-renewable resources such as petroleum and 
minerals are a significant asset of the Australian community. 

… 

The current charging arrangements distort investment and production 
decisions, thereby lowering the community's return from its resources. 
Further, they fail to collect a sufficient return for the community because 
they are unresponsive to changes in profits, particularly output-based 
royalties. For example, existing resource taxes and royalties have collected 
a declining share of the return to resources over the recent period of 
increasing profitability in the resource sector [see Figure 2.1].10 

Figure 2.1 Existing taxes are inefficient and unresponsive(a) 

 
Ken Henry, Australia's Future Tax System Review: report to the Treasurer: Part one overview, December 2009, 
p. 47. 

2.11 Professor Chandler told the committee that Australia's present oil and gas 
policy approach does not incorporate social values or specific economic 
objectives or require the maximisation of benefit to Australians. Rather, he 
states, the current regime relies on the economic activity generally contributing 
to government revenue and jobs.11 

2.12 One method detailed in discussions of how to avoid the resources curse and to 
deliver a more equitable returns has been the establishment of sovereign 
wealth funds (SWFs). In Australia's immediate region, a number of 
Pacific Island countries have utilised SWFs to manage government revenue 
from exhaustible natural resources with the aim of improving development 
outcomes. Experience in the region has been mixed — some SWFs have aided 

 
10 Ken Henry, Australia's Future Tax System Review: report to the Treasurer: Part one overview, 

December 2009, p. 47. 
11 Professor Chandler, Petroleum Resource Management: How Governments Manage Their Offshore 

Petroleum Resources, p. 17. 
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intergenerational equity and macroeconomic stability while others have 
struggled to bring about improvements in wellbeing.12 

2.13 Conversely, the Henry Review recommended the establishment of a uniform 
resource rent be introduced at a set rate: 

A uniform resource rent tax should be set at a rate of 40 per cent. It would 
use an allowance for corporate capital system, with taxable profit 
associated with a resource project equal to net income less an allowance for 
undeducted expenses or unused losses. The allowance rate would be set by 
the long-term government bond rate, as the government would share in 
the risks of projects by providing a loss refund if the tax value of 
expenditure is otherwise unable to be used. 

Subject to transitional arrangements, the new rent-based tax should apply 
to existing projects, replacing existing charging arrangements. The 
allocation of revenue and risks from the new tax should be negotiated 
between the Australian and State governments. A cash bidding system 
could also be adopted to supplement the resource rent tax and promote the 
efficient allocation of exploration rights.13 

2.14 Dr Henry had argued that the royalty-based taxes lower the return available 
from resources: 

A tax on high-value resource rents would on average over time likely raise 
higher revenues than existing output-based royalties.14 

2.15 Despite moves by Prime Ministers Rudd and Gillard to implement a mining 
tax in line with Dr Henry's recommendations, the idea succumbed to 
democratic opposition through two Federal elections. As a result, it is unlikely 
to be revived by any government in the foreseeable future. 

Not all taxes are equal 
2.16 Industry, as outlined, was not so impressed by the moves to spread the wealth. 

Under the sub-heading of 'How much does it cost to bring down a prime 
minister?' the Sydney Morning Herald informed readers that the Australian 
Electoral Commission had published the political spending disclosures for 
2009-10, revealing just how much the resources industry had spent 
campaigning against the RSPT—$22.2 million. The Minerals Council of 
Australia alone spent $17.2 million.15 

 
12 Martin Gould, Managing manna from below: sovereign wealth funds and extractive industries in the 

Pacific, The Treasury, January 2009, p. 3. (accessed 10 December 2021). 
13 Ken Henry, Australia's Future Tax System Review: report to the Treasurer: Part one overview, 

December 2009, p. 48. 

14 Ken Henry, Australia's Future Tax System Review: report to the Treasurer: Part one overview, 
December 2009, p. xxi. 

15 Mark Davis, 'A snip at $22m to get rid of PM', Sydney Morning Herald, 2 February 2011. 
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2.17 The missed opportunity to better place Australia's economic security more 
broadly was again highlighted by Dr Henry recently, stating that: 

Australia's "stupidity" and economically "illiterate" failure to tax the 
mining boom properly has cost the country dearly and prevented a badly 
needed cut to the 30 per cent company rate to boost investment and 
worker wages … Australia was missing out on attracting foreign equity 
capital in other industries because of its uncompetitive corporate tax 
system. 

… Until we fix the taxation of natural resources we will not have a cut  in 
Australia's company tax rate, at least for large businesses.16 

2.18 Dr Henry notes further that the 'failure to cut the company tax rate had 
"stuffed" other trade-exposed industries hurt by the high Australian dollar 
over the past decade and non-mining investment had "stalled"'17, once again 
raising the spectre of the curse. 

2.19 Against this background, the committee was informed that some liquified 
natural gas (LNG) projects will never pay petroleum resource rent tax (PRRT), 
despite extracting large volumes of gas18 (noting that they may pay ordinary 
corporate tax). For example, in 2017 INPEX reported that its Ichthys liquefied 
natural gas (LNG) project would export more than $195 billion of LNG, 
liquified petroleum gas (LPG) and condensate over the next 30 years but that it 
would pay zero dollars in PRRT.19 

2.20 Professor Murray in his evidence, told the committee that in 2004–05 the 'total 
average annual revenues from the Commonwealth resource tax system on oil 
and gas were just $2.7 billion per year during this historic boom period, while 
oil and gas producers reported $33.5 billion in annual revenues on average and 
$8.2 billion in annual profits'.20 

Maximising economic benefit  
2.21 With the value of Australia's remaining oil and gas reserves estimated at 

$1.5 trillion in 2018 Australia's oil and gas peak industry body, Australian 

 
16 John Kehoe, 'Henry blasts mining tax "stupidity"', Australian Financial Review, 3 August 2020. 
17 John Kehoe, 'Henry blasts mining tax "stupidity"', Australian Financial Review, 3 August 2020. 
18 Including the Gorgon and Prelude LNG projects. See, for example: Centre for International 

Corporate Tax Accountability and Research (CICTAR), Submission 28, p. 3; Conservation Council  
of Western Australia, Submission 20, p. 2; Peter Milne, 'Shell predicts free gas forever for Gorgon 
and Prelude LNG', Boiling Cold, 30 March 2021 (accessed 9 September 2021). 

19 Institute for Energy Economics and Financial Analysis (IEEFA), Submission 29, p. 3. 
20 Dr Murray, Private capacity, Submission 2, p. 2. 
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Petroleum Production and Exploration Association (APPEA), contends that 
there is potential for further value to be realised.21 

2.22 The key public benefit that the majority of submitters asserted as being 
necessary was the need for a fair contribution to public revenue from the sale 
of oil and gas. This can be achieved in a variety of direct and indirect ways 
including the payment of taxes, royalties, excise duties and other government 
payments at federal, state, and local levels.22 Economic activity through 
investment and jobs can provide a significant contribution, though generally at 
a localised level rather than a national one, with export earnings also 
contributing.23 

2.23 The committee heard that economic benefits can also potentially also be 
accrued by domestic industries providing those downstream sectors are 
sufficiently innovative.  However, relying on a notion of 'cheap energy' for 
another industry's convenience is a mistake; with each sector is a player in its 
own right and it will first and foremost seek a return for its own shareholders. 
Nevertheless, those truly innovative firms can create an advantage.24 

2.24 Professor John Chandler from the Centre for Mining, Energy and Natural 
Resources Law at the University of Western Australia described the common 
focus of countries and private enterprise in regard to petroleum production: 

The research reinforced the perhaps obvious point that companies produce 
petroleum to generate profits. But it also brought out that the prime 
motivation of countries is generating economic activity and tax revenue. So 
there is a common interest in turning petroleum into money.25 

Corporate income tax 
2.25 Generally, corporate income tax is levied on Australian companies' world-

wide income and on non-resident companies' Australian income at a full 
company tax rate of 30 per cent,26 with taxable income comprising assessable 
income minus deductable expenditure, such as payments of PRRT, state 

 
21 Geoscience Australia (GA), Answer to question on notice SI-16, Senate Supplementary Budget 

Estimates 2019–20, 24 October 2019 (received 12 December 2019). 
22 ExxonMobil, Submission 9, p. [6]; ATO, Submission 24.1, p. [6]. 
23 Australian Petroleum Production and Exploration Association (APPEA), Submission 13, p. 4 . See 

also: Department of Industry, Innovation and Science (DIIS), National Resources Statement, 2019, 
p. 9. 

24 Strategic Sustainability Consultants and Global Goals Australia Limited, Submission 17, pp. [6–7]. 

25 Centre for Mining, Energy and Natural Resources Law, University of Western Australia, 
Submission 11, p. 2. 

26 With base rate entities eligible for a lower company tax rate. Australian Taxation Office (ATO), 
Changes to company tax rates, 28 October 2021 (accessed 17 January 2022). 

https://www.ato.gov.au/rates/changes-to-company-tax-rates/
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royalties or Commonwealth excise.  Profits and losses can also be aggregated 
across projects of business functions within a single tax entity.  

2.26 APPEA estimated that the oil and gas industry has contributed around 
$70.7 billion in corporate income tax between 1987 and 2019, with an 
additional $4 million paid in other taxes and fees,27 although it noted that 
typically corporate income tax payments are minimal in the early stages of a 
project because of initial high investment costs and the recoup of these before 
tax is payable.28 

2.27 Some commentators have identified oil and gas companies as paying little or 
no corporate income tax over a number of years due to favourable loan 
arrangements and transfer pricing arrangements and, in the case of those 
companies operating under the PRRT, overly generous uplift depreciation 
rates.  

2.28 The committee also heard evidence that aggressive profit-shifting and tax 
avoidance policies, transfer pricing, and excessive deductions have meant that 
Australia has failed to maximise the economic value of its oil and gas 
reserves.29  Mr Bruce Robertson from the Institute for Energy Economics and 
Financial Analysis (IEEFA) observed: 

Essentially, most countries in the world have better functioning tax 
systems than Australia, and they look to tax their corporates. In the oil and 
gas sector in Australia this does not occur. The entire industry, according 
to the Australian Taxation Office, accounts for just $81 m[illion] in tax.30 

2.29 The Australian Taxation Office (ATO) noted that oil and gas companies are 
now largely compliant with their tax obligations.31 For the period 2017–18 the 
ATO estimated the PRRT gap to be 1.7 per cent or $21 million, indicating that 
over 98 per cent of the theoretical PRRT payable was paid.32 

2.30 As part of its Justified Trust Program under the Tax Avoidance Taskforce the 
ATO, in its Findings Report for the top 1 000 performance program found that, 
of the 88 top one thousand taxpayers in the mining, energy and water sector 

 
27 APPEA, Submission 13.1, p. [11]. 
28 APPEA, Submission 13, pp. 8 and 29. 
29 See, for example: Mr Andrew McConville, Chief Executive, APPEA, Proof Committee Hansard, 

27 August 2021, p. 4; Mr Wawn, Chevron Australia, Proof Committee Hansard, 27 August 2021, 
p. 23; Mr Geoff Francis, Principal Adviser, Corporate and International Tax Division, 
The Treasury, Proof Committee Hansard, 28 February 2020, p. 18. 

30 $81 million tax in 2016–17. Institute for Energy Economics and Financial Analysis (IEEFA), 
Submission 29, p. 1. 

31 ATO, Submission 24, p. 4. 
32 ATO, Submission 24, p. 10; ATO Submission 24.1, p. [3]. 
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21 (24 per cent) achieved high assurance, 50 (57 per cent) medium assurance 
and 17 (19 per cent) low assurance—consistent with the broader results.33 

2.31 Nevertheless, the ATO noted that disputes do happen from time to time. For 
example, a recent Federal Court finding against Chevron's transfer pricing 
schemes resulted in an assessment of $340 million in taxes and penalties owed 
by Chevron.34 Building on the Chevron precedent Practical Compliance 
Guidance (PCG) 2017/4 on cross-border related party financing arrangements 
was published.  

2.32 As of June 2021, the ATO had reached agreements with a number of 
companies on the application of transfer pricing laws; the ATO estimated that 
this would result in additional revenue for the federal government.35 

PRRT 
2.33 The PRRT, established in 1988, is a tax on profits made from the sale of gas and 

oil before corporate income tax is calculated. It is applied to the cost of the gas 
or oil prior to its liquefaction (see Box 2.1) and is designed to encourage 
investment and development of reserves.36 The ATO explains that the PRRT:  

… is calculated on the taxable profit the entity makes from an interest in a 
petroleum project in a year of tax. 

Taxable profit is calculated by subtracting certain deductible expenditure 
and transferred exploration expenditure from the assessable receipts 
derived from the project interest. 

An entity's PRRT liability is levied at 40% of the taxable profit made from 
its interest in the project. 

If an entity holds an interest in an exploration permit or retention lease, it  
will not have a liability to pay PRRT until a production licence is derived 
from that interest and commercial production starts.37 

 
33 ATO Submission 24.1, pp. [4–5]. 
34 ATO, Answer to question on notice: Chevron case, 20 August 2021 (received 6 October 2021); 

Stephen Long, 'US oil giant Chevron faces $300 million tax bill after ATO court victory', ABC News 
Australia, 21 April 2017 (accessed 8 September 2021). 

35 ATO, Answer to question on notice: Chevron case, 20 August 2021 (received 6 October 2021). 
36 Australia's future tax system: Report to the Treasurer, December 2009, pp. 232–240; Dr Diane Kraal, 'In 

the midst of an LNG export boom, why are we getting so little for our gas?', The Mandarin, 
17 February 2020; APPEA, Submission 13, pp. 27–28; Australian Taxation Office, Petroleum resource 
rent tax gap, https://www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Tax-
gap/Petroleum-resource-rent-tax-gap/ (accessed 23 November 2021). 

37 ATO, How to work out PRRT, https://www.ato.gov.au/business/petroleum-resource-rent-tax/in-
detail/what-you-need-to-know/work-out-prrt/how-to-work-out-
prrt/https://www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Tax-gap/Petroleum-
resource-rent-tax-gap/ (accessed 23 November 2021). 

https://www.abc.net.au/news/2017-04-21/chevron-faces-massive-tax-bill-after-ato-court-victory/8460874
https://www.themandarin.com.au/125435-in-the-midst-of-an-lng-export-boom-why-are-we-getting-so-little-for-our-gas/
https://www.themandarin.com.au/125435-in-the-midst-of-an-lng-export-boom-why-are-we-getting-so-little-for-our-gas/
https://www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Tax-gap/Petroleum-resource-rent-tax-gap/
https://www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Tax-gap/Petroleum-resource-rent-tax-gap/
https://www.ato.gov.au/business/petroleum-resource-rent-tax/in-detail/what-you-need-to-know/work-out-prrt/how-to-work-out-prrt/https:/www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Tax-gap/Petroleum-resource-rent-tax-gap/
https://www.ato.gov.au/business/petroleum-resource-rent-tax/in-detail/what-you-need-to-know/work-out-prrt/how-to-work-out-prrt/https:/www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Tax-gap/Petroleum-resource-rent-tax-gap/
https://www.ato.gov.au/business/petroleum-resource-rent-tax/in-detail/what-you-need-to-know/work-out-prrt/how-to-work-out-prrt/https:/www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Tax-gap/Petroleum-resource-rent-tax-gap/
https://www.ato.gov.au/business/petroleum-resource-rent-tax/in-detail/what-you-need-to-know/work-out-prrt/how-to-work-out-prrt/https:/www.ato.gov.au/About-ATO/Research-and-statistics/In-detail/Tax-gap/Petroleum-resource-rent-tax-gap/
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2.34 The PRRT has been updated and modified on a number of occasions most 
notably in 2012 following the Rudd Government's response to the 2009 Henry 
Tax Review where it was extended from specified offshore areas to the NWS, 
coastal and onshore oil and gas projects, and coal seam gas projects.38 

Box 2.1  Rent and resource rent taxes 
An economic rent is the return in excess of that necessary to attract commercial 
investment into an activity. Governments may promote policies to maximise 
economic rents because economic rents are the basis for calculating the value 
governments can extract through taxes and other measures.39 

A resource rent tax targets the returns made on an investment that exceed the 
minimum reward necessary for the capital to be invested. Under a resource rent  
tax, an investor enjoys relief from taxation (through various deductions and uplift 
rates) until a satisfactory rate of return has been earned (costs plus minimum 
return). Beyond this point, profits are shared with the host government on an ex-
post basis. 40 

Rents arise across the economy in cases where there is a factor of production that 
is in fixed supply. If there was no factor in fixed supply, new firms could enter  at 
lower prices and eliminate the rent. In the case of petroleum resources, excess 
returns are in part a function of the scarcity of the resources and the diverse 
quality of resources, which are owned by the Australian community.41 

2.35 The profit (subject to taxation) depends on the price at which the gas is 'sold' 
from one part of the entity that extracts it to another prior to it being processed 
and liquefied for export—the 'transfer point'.42 The transfer point calculation is 

 
38 Deloitte Touche Tohmatsu Ltd, Deloitte taxation and investment guides: Oil and gas taxation in 

Australia, 2013, p. 3 (accessed 6 September 2021). 
39  Professor John Chandler, Petroleum Resource Management: How Governments Manage Their Of fshore 

Petroleum Resources, pp. 128, 130–131; Mr Michael Callaghan, Petroleum Resource Rent Tax  Rev iew: 
final report, 13 April 2017, p. 4; Dr Robin Boadway and Mr Michael Keen, 'Theoretical perspectives 
on resource tax design' (Theoretical perspectives on resource tax design), in Philip Daniel, 
Michael Keen and Charles McPherson (eds), The taxation of petroleum and minerals: Principles, 
problems and practice, Routledge, Oxon, 2010, pp. 13 and 16. 

40  Mr Bryan Land, 'Resource rent taxes: A re-appraisal' (Resource rent taxes), in Philip Daniel, 
Michael Keen and Charles McPherson (eds), The taxation of petroleum and minerals: Principles, 
problems and practice, Routledge, Oxon, 2010, p. 241. 

41  Professor Chandler, Petroleum Resource Management: How Governments Manage Their Offshore 
Petroleum Resources, pp. 128, 130–131; Mr Callaghan, Petroleum Resource Rent Tax Review: final 
report, 13 April 2017, p. 4; Dr Boadway and Mr Keen, Theoretical perspectives on resource tax 
design, p. 16. 

42 Dr Kraal, 'In the midst of an LNG export boom, why are we getting so little for our gas?', 
The Mandarin, 17 February 2020. 

https://www2.deloitte.com/content/dam/Deloitte/global/Documents/Energy-and-Resources/gx-er-oilandgas-australia.pdf
https://www2.deloitte.com/content/dam/Deloitte/global/Documents/Energy-and-Resources/gx-er-oilandgas-australia.pdf
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required to establish the price of feedstock gas used in vertically integrated 
operations.43 

2.36 Oil prices, foreign exchange rate movements and project costs are key factors 
affecting the amount of PRRT payable by oil and gas operators.44 

Callaghan Review of the PRRT 
2.37 In Aril 2017 Mr Michael Callaghan AM PSM handed down the final report of 

the review into the operation of the PRRT, crude oil excise and associated 
Commonwealth royalties. The review was aimed at shoring up Australia's 
revenue base and ensuring oil and gas projects were 'paying the right amount 
of tax on their activities in Australia'.45 

2.38 Mr Callaghan identified four reasons for dwindling reported profits at a time 
of record production: declining oil and gas prices, as well as production, large 
expenses involved in setting up new mega-projects, and the transfers of 
spending between projects for accounting purposes.46 

2.39 The review found the PRRT was a sound basis for taxing petroleum resources, 
but it needed updating in light of the contemporary petroleum industry and to 
improve certainty and transparency. Mr Callaghan took the opportunity to 
exercise the industry's perennial sovereign risk scare tactic, that any major 
changes that significantly increase the PRRT paid on existing projects 'could 
have adverse implications for Australia's reputation as a stable investment 
destination'.47 

2.40 The Tax Justice Network (TJN) in its opening statement to committee's 2017 
Corporate Tax Inquiry public hearing commended the Callaghan review's 
level of analysis, though it took exception to the sovereign risk defence: 

TJN was impressed with quality of analysis in the Callaghan Review, but  
seriously disappointed in its recommendations to not make any 
substantive and necessary reforms to existing projects. The Review backed 
up the analysis put forward by TJN, but completely capitulated to the 
trumped-up claims of sovereign risk put forward by the industry. The 
PRRT has been changed at least 9 times already, each time to the benefit of 
the industry, and no concerns of sovereign risk were raised before. There is 
plenty of hypocrisy in play here to preserve an incredibly beneficial f iscal 

 
43 The Treasury, Review of the PRRT Gas Transfer Pricing arrangements: Consultation paper, April 2019, 

p. 4. 
44 ATO, Submission 24, p. 8. 
45 Mr Michael Callaghan, Petroleum Resource Rent Tax Review: final report, 13 April 2017, pp. 2–3. 

46 Dr Kraal, 'In the midst of an LNG export boom, why are we getting so little for our gas?', 
The Mandarin, 17 February 2020. 

47 Mr Callaghan, Petroleum Resource Rent Tax Review: final report, 13 April 2017, pp. 12 and 14. 
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regime for the oil and gas industry and one that very clearly deprives 
Australians of a fair share of revenue.48 

2.41 The review made 12 recommendations, one of which was an examination of 
gas transfer pricing arrangements to provide greater simplicity and 
transparency, ease of compliance, and fair treatment of the economic rent from 
each stage of an integrated petroleum operation. Mr Callaghan urged the 
Government to consider a comparable uncontrolled price (CUP) method as the 
primary method of setting the gas transfer price in line with international best 
practice. He was of the view current regulations likely undervalued gas used 
in vertically integrated LNG or electricity generation projects compared to 
what an arm's length market price for sales gas would be.49 

2.42 In June 2017 the Government issued a consultation paper and conducted 
consultation to inform its response to the review, 50 releasing its final response 
in November 2018.51  The government agreed to make some changes to the 
PRRT to better reflect the current petroleum industry and LNG domination, 
including: 

 lowering of uplift rates; 
 removal of onshore projects from the PRRT regime; 
 a review of gas transfer pricing regulations; and 
 other technical changes to improve the efficiency and administration of the 

PRRT in support of recommendations two to 12.52 

2.43 The Centre for International Corporate Tax Accountability and Research 
(CICTAR) told the committee that it estimated that these changes to the PRRT 
may increase revenue by $6 billion per annum, though this has not been 
independently verified.53 

  

 
48  Mr Jason Ward, Spokesperson, Tax Justice Network Australia (TJN), Committee Hansard, 

3 July 2017, p.28. 
49 Mr Callaghan, Petroleum Resource Rent Tax Review: final report, 13 April 2017, pp. 14–15; 

The Treasury, Review of the PRRT Gas Transfer Pricing arrangements: Consultation paper, April 2019, 
p. 3. 

50 The Treasury, Options to address the design issues identified in the Petroleum Resource Rent Tax Review, 
https://treasury.gov.au/consultation/options-to-address-the-design-issues-identified-in-the-
petroleum-resource-rent-tax-review (accessed 19 July 2021). 

51 The Treasury, Government response to the Petroleum Resource Rent Tax Review, 
https://treasury.gov.au/publication/p2015-t339508 (accessed 19 July 2021). 

52 The Treasury, Government response to the Petroleum Resource Rent Tax Review, November 2018, 
pp. 1–3 (accessed 19 July 2021); see also The Hon Josh Frydenberg MP, Treasurer, 'Government 
responds to Callaghan PRRT review', Media release, 2 November 2018 (accessed 20 July 2021); see 
also: ATO, Submission 24.1, p. [7]. 

53 Centre for International Corporate Tax Accountability and Research (CICTAR), Submission 28, p. 3. 

https://treasury.gov.au/consultation/options-to-address-the-design-issues-identified-in-the-petroleum-resource-rent-tax-review
https://treasury.gov.au/consultation/options-to-address-the-design-issues-identified-in-the-petroleum-resource-rent-tax-review
https://treasury.gov.au/publication/p2015-t339508
https://treasury.gov.au/sites/default/files/2019-03/p2018-t339508-govt-response-PRRT.docx
https://ministers.treasury.gov.au/ministers/josh-frydenberg-2018/media-releases/government-responds-callaghan-prrt-review
https://ministers.treasury.gov.au/ministers/josh-frydenberg-2018/media-releases/government-responds-callaghan-prrt-review
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Calculating the transfer price 
2.44 One key concern with the PRRT is the method of calculating the transfer price. 

The gas transfer price determines the value of gas feedstock for LNG plants at 
the PRRT taxing point—it determines the gross receipts subject to the PRRT. 
The current method for calculating the transfer price was recommended by 
accounting firm Arthur Anderson in 1998.54 

2.45 Monash University academic, Dr Diane Kraal wrote that Australia has adopted 
the complex residual pricing method (RPM) used no-where else in the world—
it averages two prices, the 'net-back' price (used elsewhere) and the 'cost-plus' 
price (not used elsewhere). She and her co-authors observed that 'the current 
RPM is seen to advantage industry to the detriment of the community that 
owns the gas resources'.55 

 
54 The regulations provide for three methods, the CUP, residual pricing method (RPM), and advance 

pricing arrangement (APA). For offshore projects, the RPM applies if the CUP and APA are not 
available. There are currently no CUPs for offshore projects. Dr Kraal, 'In the midst of an LNG 
export boom, why are we getting so little for our gas?', The Mandarin, 17 February 2020; 
The Treasury, Review of the PRRT Gas Transfer Pricing arrangements: Consultation paper, April 2019, 
pp. 4–5, 10. 

55 The RPM operates in three stages (comprising 14 steps): 

 Stage 1—'cost plus' price  

 the lowest notional minimum price the upstream operation would sell the gas to the 
downstream operation 

 calculated by applying a specified return (or capital allowance) on upstream capital and 
operating costs for the year 

 excludes the cost of exploring for the gas and the cost of the gas itself 
 does not reference the final market LNG price, based on total costs of upstream operation to 

produce the feedstock gas 

 Stage 2—the 'netback' price 

 the highest notional price the downstream operation would pay for the gas 
 calculated by identifying all the relevant costs incurred in the downstream operation, 

including an allowance for a return on capital expenditure, then subtracting these costs 
from total revenues realised from selling the liquefied product 

 notionally the maximum 'arm's length' price a downstream producer would pay for the 
feedstock gas to achieve the minimum return necessary to continue production 

 Stage 3—the RPM price: 

 an average of the 'cost-plus' and 'netback' prices  
 if the cost-plus price exceeds the netback price, the netback price is the RPM price. 
 Mr Callaghan, Petroleum Resource Rent Tax Review: final report, 13 April 2017, pp. 88, 139–

140; Dr Kraal, 'In the midst of an LNG export boom, why are we getting so little for our 
gas?', The Mandarin, 17 February 2020; Diane Kraal, Machiel Mulder and Peter Perey, 
'Taxation and pricing of natural gas: the Dutch transition to a gas market hub and lessons 
for Australia's integrated gas projects, University of New South Wales Law Journal, vol 43(1), 
2020, p. 31 (accessed 29 October 2021). 

https://www.unswlawjournal.unsw.edu.au/wp-content/uploads/2020/02/Kraal-et-al-Taxation-and-Pricing-of-Natural-Gas.pdf
https://www.unswlawjournal.unsw.edu.au/wp-content/uploads/2020/02/Kraal-et-al-Taxation-and-Pricing-of-Natural-Gas.pdf
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2.46 Under the RPM method, the community is returned at a rate of 20 per cent of 
the total project rents.56 

2.47 Dr Kraal modelled PRRT revenue if the transfer price was calculated on the 
'net-back' price rather than the RMP and found that revenue would be 
$15.5 billion instead of the presently anticipated $5.5 billion.57 Dr Kraal 
observed: 

There is no obvious reason for the Australian government to value the gas 
itself at zero. The idea that its only value comes from the equipment, 
labour and technical know-how used to extract it wouldn't be accepted in 
the United States or in any other place that charges for resources extracted 
and demands payment promptly upon extraction … If Treasury's review 
of gas transfer pricing results in only fine-tuning the existing regulations it  
will miss the chance to get us a proper return on our resources. We own 
them and they are worth something.58 

The Treasury: gas transfer pricing 
2.48 As part of the government's response to the Callaghan Review, in 2019 the 

Treasury initiated a separate review of PRRT gas transfer pricing 
arrangements.59 

2.49 Treasury's consultation paper asked for views on a range of matters including 
the pricing of feedstock gas in vertically integrated operations, CUP rules, and 
factors that impact the calculation of the RPM.60 

2.50 However, it warned that: 
The purpose of determining the arm's length price in the legislation is to be 
able to determine the assessable receipts of the upstream project. In the 
PRRT, the assessable receipts provisions and the deductible expenditure 
provisions are finely balanced to ensure that it is the rents that are 
calculated.  

The PRRT will not effectively tax resource rents, to the extent that the arm's 
length methodology chosen changes the balance between the assessable 
receipts provisions and the deductible expenditure provisions.61 

 
56 Mr Callaghan, Petroleum Resource Rent Tax Review: final report, 13 April 2017, pp. 88, 139–140; 

Dr Kraal, 'In the midst of an LNG export boom, why are we getting so little for our gas?', 
The Mandarin, 17 February 2020. 

57 Calculated to 2030.  

 Dr Kraal, 'In the midst of an LNG export boom, why are we getting so little for our gas?', 
The Mandarin, 17 February 2020. 

58 Dr Kraal, 'In the midst of an LNG export boom, why are we getting so little for our gas?', 
The Mandarin, 17 February 2020. 

59 The Treasury, Petroleum Resource Rent Tax: Review of Gas Transfer Pricing arrangements, 
https://treasury.gov.au/consultation/c2019-t364690 (accessed 7 July 2021). 

60 The Treasury, Review of the PRRT Gas Transfer Pricing arrangements: Consultation paper, April 2019. 

https://treasury.gov.au/consultation/c2019-t364690
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2.51 A range of views were represented in submissions, including calls for greater 
returns to the Australian community to fix environmental impacts and ensure 
energy justice,62 and the importance of largely retaining the current rules to 
ensure unnecessary uncertainty and administrative, practical and tax issues 
impacting on oil and gas investment.63 

2.52 The Treasury has conducted further targeted consultations with industry, 
however COVID–19 caused the review to be put on hold. The committee 
understands that work on the review has since recommenced, but with no 
indication from government on progress or finalisation of the review.64 

Taxpayers received how much? 
2.53 APPEA advised that oil and gas projects have contributed around 

$155.71 billion to public revenue from 1987-2019—approximately $4.8 billion 
per year.65 The bulk of this has comprised corporate income tax of $70.7 billion, 
PRRT of $37 billion and $43.8 billion of production excise, royalties and fees. 
While these public revenue amounts sound large, petroleum export earnings 
are massively higher—estimated at $617 billion since 2010. The differential 
between export earnings and PRRT revenue is well illustrated in Figure 2.2.66 

2.54 In 2019, the total oil and gas revenue paid to Australians was estimated at 
around $3.52 billion per annum.67 This was balanced against future and 
foreseeable externalised costs which are borne by Australian taxpayers, which 

 
61 The Treasury, Review of the PRRT Gas Transfer Pricing arrangements: Consultation paper, April 2019, 

p. 5. 

62 See, for example: Dr Diane Kraal, Monash Business School, Monash University, Submission to 
Treasury consultation on Petroleum Resource Rent Tax: Review of Gas Transfer Pricing arrangements, 
pp. 3–4, https://treasury.gov.au/sites/default/files/2019-07/c2019-t364690-dr_diane_kraal.pdf 
(accessed 7 July 2021); Tax Justice Network, Submission to Treasury consultation on Petroleum 
Resource Rent Tax: Review of Gas Transfer Pricing arrangements, p. 10, 
https://treasury.gov.au/sites/default/files/2019-07/c2019-t364690-tax_justice_network-_australia.pdf 
(accessed 7 July 2021). 

63 See, for example: Chevron Australia Pty Ltd, Submission to Treasury consultation on Petroleum 
Resource Rent Tax: Review of Gas Transfer Pricing arrangements, pp. 1 and 3, 
https://treasury.gov.au/sites/default/files/2019-07/c2019-t364690-chevron.pdf (accessed 
7 July 2021); and APPEA, Submission to Treasury consultation on Petroleum Resource Rent Tax: Review 
of Gas Transfer Pricing arrangements, pp. 6, 8 and 10, https://treasury.gov.au/sites/default/files/2019-
07/c2019-t364690-appea.pdf (accessed 7 July 2021). 

64 The Treasury, Telephone conversation with Treasury official, 20 July 2021. 
65 APPEA, Submission 13.1, p. [11]. 

66 Callum Foote, A fair share? Royalties in Australia, Neroli Colvin Foundation, [2021], p. 29 (accessed 
6 September 2021). 

67 Mr Boyd Milligan and Professor Peter Newman, Curtin University Sustainability Policy (CUSP) 
Institute, Submission 38, p. 6. 

https://treasury.gov.au/sites/default/files/2019-07/c2019-t364690-dr_diane_kraal.pdf
https://treasury.gov.au/sites/default/files/2019-07/c2019-t364690-tax_justice_network-_australia.pdf
https://treasury.gov.au/sites/default/files/2019-07/c2019-t364690-chevron.pdf
https://treasury.gov.au/sites/default/files/2019-07/c2019-t364690-appea.pdf
https://treasury.gov.au/sites/default/files/2019-07/c2019-t364690-appea.pdf
https://www.michaelwest.com.au/wp-content/uploads/2021/05/A-Fair-Share_-Royalties-Report.pdf
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are estimated at between $2.23 and $25.4 billion per annum, comprising fuel 
subsidies and greenhouse gas (GHG) offsets.68 

Figure 2.2 PRRT paid compared to total petroleum export value (m) 

 
Callum Foote, A fair share? Royalties in Australia, Neroli Colvin Foundation, [2021], p. 25. 

2.55 The Australia Institute's recent Climate of the Nation 2021 report found that 
Australians overestimate the economic contribution of the oil and gas industry: 

Australians … overestimate the economic value of the gas industry, 
believing it accounts for 11.3% of GDP, while the actual f igure is around 
3.2%. 69 

… 

On average, Australians believe that the PRRT … contributed 11.0% to the 
federal budget for the 2020–21 year … In reality, the PRRT contributed 
0.2% to the federal budget, $800 million of the total $500 billion. In other  
words, respondents perceive the oil and gas industry as contributing 
around 55 times more to Australian Government revenue than it actually 
does. 70 

2.56 The extent to which the PRRT, in particular, has been successful in maximising 
economic returns to Australians is hotly contested. The government's review of 
the PRRT in 2017 concluded that the tax was working as designed, and that 
declining PRRT revenue did not mean that Australians were not receiving and 
equitable return for their resources:71 

 
68 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 6. 
69 Audrey Quicke, The Australia Institute, Climate of the Nation 2021: tracking Australia's attitudes 

towards climate change and energy, 2021, p. 5. 

70 Audrey Quicke, The Australia Institute, Climate of the Nation 2021: tracking Australia's attitudes 
towards climate change and energy, 2021, p. 21. 

71 Mr Callaghan, Petroleum Resource Rent Tax Review: final report, 13 April 2017, p. 10. 
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The overall assessment is that while the PRRT remains the preferred way 
to achieve a fair return to the community for the extraction of petroleum 
resources without discouraging investment, changes should be made to 
PRRT arrangements to make them more compatible with the 
developments that have taken place in the Australian oil and gas 
industry. 72 

2.57 In 2018, the Senate References Committee, in its inquiry into corporate tax 
avoidance reported that: 

Dr Craig Emerson, one of the architects of the original tax said: 

"I think the story has been a pretty good one. I calculate that over its 
lifetime PRRT has collected around $33 billion for the people of 
Australia."73 

2.58 The Treasury noted that the corporate tax and the PRRT both work on the 
basis of profits74 and APPEA explained Australia's high-cost and complex 
regulatory environment, the risks associated with uncertain investment, and 
the high up-front costs associated with an oil and gas projects mean that PRRT 
payments until projects are in production and costs are deducted, as shown by 
Figure 2.3.75 

2.59 The ATO advised that in 2019–20 the 28 large market groups in oil and gas 
reported $17.5 billion of profit and has $71.8 billion of carry forward losses.76 In 
relation to PRRT for the same period the ATO advised that the PRRT payable 
was $881 million, with carry forward expenditure of $282 billion, shielding 
projects from a PRRT liability in the near future.77 

  

 
72 Mr Callaghan, Petroleum Resource Rent Tax Review: final report, 13 April 2017, p. 13. 
73 Senate Economics References Committee, Corporate tax avoidance: Part III: much heat, l i ttl e l ight so 

far, May 2018, p. 61 (accessed 22 September 2021). 
74 Mr Geoff Francis, Principal Adviser, Corporate and International Tax Division, The Treasury, Proof 

Committee Hansard, 28 February 2020, p. 18. 

75 APPEA, Submission 13.1, pp. 4–6 and 8. See also: Mr Callaghan, Petroleum Resource Rent Tax Review: 
final report, 13 April 2017, pp. 10 and 13; ATO, Submission 24, p. 7; BCA, Submission 6, p. 2; Mr 
Andrew McConville, Chief Executive Officer, APPEA, Proof Committee Hansard, 27 August 2021, p. 
5. 

76 ATO, Submission 24.1, p. [6]. 
77 Dr Kraal, 'Review of Australia's petroleum resource rent tax: implications from a case study of the 

Gorgon gas project', Federal Law Review, Vol. 45, p. 337 (accessed 13 October 2021); ATO, 
Submission 24.1, pp. [6–7]. 

https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Corporatetax45th/Report
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Corporatetax45th/Report
https://journals.sagepub.com/doi/pdf/10.1177/0067205X1704500207
https://journals.sagepub.com/doi/pdf/10.1177/0067205X1704500207
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Figure 2.3 Indicative expenditure, revenue, and volume flows across the 
project life cycle 

 
APPEA, Submission 13, p. 9. 

2.60 The ATO advised the committee that, at the time of the submission, 'LNG 
projects currently do not pay any PRRT', with payments expected once 
assessable receipts exceed deductible expenditure—estimated to occur 
between 2027 and 2050, with PRRT revenue expected to drop in the mid-2040s 
as some major projects end and have decommissioning expenditure 
refunded.78 

2.61 From other witnesses the committee heard damning evidence that Australia 
has failed to make the most of its resources through the PRRT—with both 
sides of politics complicit in creating a regime favourable to industry. They 
argued that the PRRT design has not sufficiently recouped economic benefit 
for Australia.79 Per Capita submitted that: 

On any objective assessment of Australia's current taxation system, the 
third of these four categories remains the one in which successive 
governments have proved unwilling or incapable of implementing 
adequate taxation measures.80 

2.62 Similarly, Prosper Australia, observed that: 
Whilst the Commonwealth is the legal owner of these resources, they have 
been largely gifted to the extraction industry with little recompense. In a 
modern economy this must be addressed.81 

… 

 
78 ATO, Submission, 24, p. 9. 
79 See, for example: Dr Murray, Submission 2, p. 4, IEEFA, Submission 29, p. 3; Prosper Australia, 

Submission 18, p. 3; Lock the Gate Alliance, Submission 14, p. 9, Mr Kevin Morrison, Institute for 
Sustainable Futures, University of Technology Sydney, Submission 36, p. 2. 

80 Per Capita, Submission 19, pp. 4 and 8. 
81 Prosper Australia, Submission 18, p. 2. 
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Australia is akin to a petrostate without the petrodollars. We're basically 
giving away our resources as if they're an exclusive money tree for 
multinationals and their shareholders, and the problem we face is that our 
PRRT regime is banking on future superprofits that may never eventuate. 
The marginal investments encouraged by such a scheme may no longer be 
relevant in an impending future of stranded assets.82 

2.63 Mr Mark Ogge of the Australia Institute suggested that companies exaggerate 
revenue which never eventuates in order to get projects approved, and that 
they should be held accountable for anticipated revenue: 

… companies put out releases and reports that claim that they'll make 
enormous contributions to revenue over the period of the project, and then 
years go by and no revenue is collected. They make those claims in the 
beginning to get the projects approved and then the payment to the 
Australian people never materialises. I think that when they make those 
claims, those claims need to be given much more scrutiny and they should 
be held accountable later on for making those claims—83 

2.64  Dr Kraal stated that annual payments under the PRRT peaked in 2000–01 at 
around $2.5 billion and that, at the time of writing, they were less than half 
that amount (for example: just over $1 billion in 2019–20 on LNG exports of 
nearly $55.5 billion84), and much lower as a share of the economy and as a 
share of gas exported. Dr Kraal found that 'unlike oil projects, gas projects only 
provide utility rates of return, not "super profits"' and so the PRRT was not 
delivering as anticipated:85 

The overall performance of the PRRT is not operating as intended, in terms 
of the tax principles of simplicity, efficiency and neutrality between 
taxpayers, and providing an equitable return to the Australian 
community. 86 

2.65 Dr Murray told the committee that all forms of resource taxation combined—
including gas royalties, crude oil excise tax and the PRRT—provide a return of 
just 10 per cent on oil and gas revenues. He also observed the falling share of 

 
82 Mr Karl Fitzgerald, Director of Advocacy, Prosper Australia, Proof Committee Hansard, 

20 August 2021, p. 51. 
83 Mr Mark Ogge, The Australia Institute, Proof Committee Hansard, 20 August 2021, p. 53. 

84 The Hon Josh Frydenberg MP, Treasurer and Sen the Hon Mathias Cormann, Minister for Finance, 
Final budget outcome 2019–20, September 2020, p. 6. See also Callum Foote, 'Fossil fuel fiesta: 
Australia's coal and gas giants get more in subsidies than they pay in royalties', Michael West Media 
Independent Journalists, 26 May 2021 (accessed 6 September 2021). 

85 Dr Kraal, 'Review of Australia's petroleum resource rent tax: implications from a case study of the 
Gorgon gas project', Federal Law Review, Vol. 45, p. 341 (accessed 13 October 2021). 

86 Dr Kraal, 'Review of Australia's petroleum resource rent tax: implications from a case study of the 
Gorgon gas project', Federal Law Review, Vol. 45, p. 341. 

https://www.michaelwest.com.au/fossil-fuel-fiesta-australias-coal-and-gas-giants-get-more-in-subsidies-than-they-pay-in-royalties/
https://www.michaelwest.com.au/fossil-fuel-fiesta-australias-coal-and-gas-giants-get-more-in-subsidies-than-they-pay-in-royalties/
https://journals.sagepub.com/doi/pdf/10.1177/0067205X1704500207
https://journals.sagepub.com/doi/pdf/10.1177/0067205X1704500207
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profits taxed by the PRRT—from around 50 per cent prior to 2000, to less than 
20 per cent since 2010.87 Dr Murray concluded that: 

Australia is a resource-rich nation that has only minimally attempted to 
recoup the value of the public's vast natural resources, despite being 
wealthy and politically stable. This has led to Australian governments at  
both the State and Federal levels missing out on a share of the windfall 
gains from a resource boom that began in 2004-05 and has subsequently 
unwound in terms of prices, but with elevated export volumes.88 

2.66 The Australia Institute,89 Mr Kevin Morrison90 and the Conservation Council of 
WA told the committee that this is due to overly generous deductions for 
expenditure such as that incurred by decommissioning, with deductions 
automatically increasing each year by an uplift rate. The Conservation Council 
stated that: 

… [oil and gas projects] will need to be made safe and dismantled at an 
estimated cost of more than US$21 billion ($31 billion) and taxpayers will 
bear up to 58 per cent of this cost. So not only will some projects pay very 
little PRRT but they will get much of it refunded to cover decommissioning 
costs. 91 

2.67 Professor Chandler highlighted the costs of decommissioning in the Bass Strait 
and the extent of PRRT decommissioning deductions: 

… [there's a] deal being done between BHP and Woodside, which I  think 
has Woodside having an allowance of $1.5 billion for the decommissioning 
cost of the Bass Strait. What's interesting about that is that the gross cost is 
$2.5 billion or more, but the amount they're going to reduce it  by getting 
back PRRT and income tax is over $1.5 billion. Those are figures that 
people should know about.92 

2.68 The Conservation Council of WA said that cost overruns and delays have 
negatively impacted the payment of PRRT, enabling larger deductions and 
allowing time for deductions to grow over time.93 Chevron Australia 
acknowledged that cost overruns occur but are not intended to do so.94 

 
87 Dr Murray, Submission 2, p. 2. 

88 Dr Murray, Submission 2, p. 2. 
89 Mr Richie Merzian, Climate and Energy Program Director, The Australia Institute, Proof Committee 

Hansard, 20 August 2021, p. 51. 
90 Mr Morrison, Private capacity, Proof Committee Hansard, 20 August 2021, p. 45. 

91 Conservation Council of Western Australia, Submission 20, p. 4. 
92 Professor Chandler, Private capacity, Proof Committee Hansard, 20 August 2021, p. 37. 

93 Conservation Council of Western Australia, Submission 20, p. 2. 
94 Mr Wawn, Chevron Australia, Proof Committee Hansard, 27 August 2021, p. 26. 
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2.69 It has been reported that some LNG projects will never pay PRRT, despite 
extracting large volumes of gas.95 The IEEFA referred the committee to 
INPEX's Ichthys LNG project by way of example. It was reported in 2017 that 
the project would export $195 billion of LNG, liquified petroleum gas (LPG) 
and condensate over the next 30 years but will pay zero dollars in PRRT.96 

2.70 In defence of the oil and gas industry both APPEA and Mr Bill Townsend, 
Vice President Corporate at INPEX told the committee that the current 
regulatory and fiscal settings are vital to ensuring that oil and gas companies 
take risks and invest in Australian projects and that there are multiple benefits 
for the Australian community, with the Ichthys project expected to commence 
PRRT payments in the 2030s.97 

Other taxes, royalties, and excise… 
2.71 Royalties are levied at a state level for onshore oil and gas and at a federal level 

from the North West Shelf (NWS), Barrow Island and some onshore 
production in Western Australia (WA) from pre-1979 leases, generally at a rate 
of 10 to 12.5 percent of the market value at the wellhead.98 NWS royalties are 
shared between the Commonwealth and WA, with WA receiving 
approximately two-thirds of gross payments.99 

2.72 Excise duties are applied under state jurisdiction and the NWS project and are 
levied on production or revenue at the time of production at between zero and 
55 per cent.100 

 
95 Including the Gorgon and Prelude LNG projects. See, for example: CICTAR, Submission 28 , p. 3 ; 

Conservation Council of Western Australia, Submission 20, p. 2; Peter Milne, 'Shell predicts free gas 
forever for Gorgon and Prelude LNG', BoilingCold, 30 March 2021 (accessed 9 September 2021). 

96 IEEFA, Submission 29, p. 3. 
97 APPEA, Submission 13.1, pp. 4–6, 8 and 18. See also: Mr Callaghan, Petroleum Resource Rent Tax 

Review: final report, 13 April 2017, pp. 10 and 13; Mr Bill Townsend, Vice President Corporate, 
INPEX, Proof Committee Hansard, 10 November 2021, pp. 3–4. 

98 Under the Barrow Island Royalty Variation Agreement Act 1985. Under this arrangement a  royalty 
rate of 40% is applied to resource rents (calculated on a similar basis to the Commonwealth's 
PRRT). 

 Parliamentary Library, Information on state-based royalties: royalty rates, correspondence received 
24 September 2021. 

 Department of Industry, Science, Energy and Resources (DISER), Taxes and royalties on minerals and 
petroleum, 18 February 2021, https://www.industry.gov.au/regulations-and-standards/taxes-and-
royalties-on-minerals-and-petroleum (accessed 13 October 2021); APPEA, Submission 13, p. 30; see 
also APPEA, Submission 13.1, p. [30]. 

99 APPEA, Submission 13, p. 31; see also APPEA, Submission 13.1, p. [30]. 
100 APPEA, Submission 13, p. 31; see also APPEA, Submission 13.1, p. [30]. 

https://www.boilingcold.com.au/shell-predicts-free-gas-forever-for-gorgon-and-prelude-lng/
https://www.boilingcold.com.au/shell-predicts-free-gas-forever-for-gorgon-and-prelude-lng/
https://www.industry.gov.au/regulations-and-standards/taxes-and-royalties-on-minerals-and-petroleum
https://www.industry.gov.au/regulations-and-standards/taxes-and-royalties-on-minerals-and-petroleum
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2.73 APPEA estimated that around $43.8 billion has been paid to state and federal 
governments in production excise, royalties and fees between 1987 and 2019.101 

Maximising jobs for Australians 
2.74 APPEA told the committee that Australia has benefited from over $450 billion 

of investments into its oil and gas industry,102 with the direct employment of 
around 30 000 people and indirect employment of a further 80 000 people in 
services areas which support oil and gas.103 

2.75 Modelling commissioned by APPEA forecasts that a high growth scenario will 
result in jobs growth, with the cumulative creation of over 220 000 jobs to 2040. 
By way of contrast, cumulative jobs created in a low growth scenario are 
forecast at 105 000 to 2040. The forecast growth is expected to stimulate 
demand, growth indirect employment, especially in finance and professional 
services, and trade and communications.104 

2.76 Modelling commissioned by National Energy Resources Australia (NERA) 
predicts that by 2030 the direct oil and gas workforce could decrease by as 
much as 5 000 jobs (net) or result in a net increase of between 1 000 and 3 000 
jobs by 2030, depending on the growth scenario (see Figure 2.4). Growth of 
2 000 jobs in total by 2030 is forecast as being most likely, with flow on effects 
to indirect services.105 

2.77 The Australia Institute advised the committee that the oil and gas is a small, 
low-labour intensive employer with 0.4 worker per million dollars output in 
2020.106 

2.78 Their research found that: 
Australian's overestimate the size of oil and gas industry employment by a 
factor of 46, believing it employs 9.2 per cent of the total workforce. In 
reality, oil and gas employment makes up less than 0.2 per cent of the 
workforce.107 

 
101 APPEA, Submission 13.1, p. [11]. 

102 Mr McConville, APPEA, Proof Committee Hansard, 27 August 2021, p. 6. 
103 Mr McConville, APPEA, Proof Committee Hansard, 27 August 2021, p. 4. 
104 APPEA, Submission 13.1: Australia's oil and gas industry: kickstarting recovery from COVID-19, pp. 2, 7 

and 38. 

105 National Energy Resources Australia (NERA), Preparing Australia's future oil and gas workforce: three 
scenarios for workforce change, pp. 5, 30, 36 and 40 (accessed 8 September 2021). 

106 The Australia Institute, Submission 26.1, p. 7; Audrey Quicke, The Australia Institute, Climate of the 
Nation 2021: tracking Australia's attitudes towards climate change and energy, 2021, p. 5 (accessed 
13 October 2021). 

107 Audrey Quicke, The Australia Institute, Climate of the Nation 2021: tracking Australia's attitudes 
towards climate change and energy, 2021, p. 5. 

https://www.nera.org.au/Attachment?Action=Download&Attachment_id=248
https://www.nera.org.au/Attachment?Action=Download&Attachment_id=248
https://australiainstitute.org.au/wp-content/uploads/2021/10/211013-Climate-of-the-Nation-2021-WEB.pdf
https://australiainstitute.org.au/wp-content/uploads/2021/10/211013-Climate-of-the-Nation-2021-WEB.pdf
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Figure 2.4 Estimated workforce trends in the direct oil and gas industry and 
its supply chain108 

 
NERA, Preparing Australia's future oil and gas workforce: three scenarios for workforce change, p. 26. 

2.79 The Institute also noted that the industry cut around 3 800 jobs—or around 
10 per cent of its workforce—in the year to May 2021 due to the impacts of 
COVID-19,109 lowering the estimated direct workforce to 25 000.110 

2.80 Mr Tegg from the AMWU also told the committee that employment in the oil 
and gas industry is actually 'very small': 

The LNG industry employs, potentially in an ongoing fashion, a very small 
number of workers, certainly compared with manufacturing, which is 
closing in on 900,000 to a million—and that's directly employed 
manufacturing workers.111 

2.81 Industry insiders reported that, in the longer term as fields mature, margins 
tighten and the oil and gas industry looks to automation and artificial 
intelligence to improve safety, efficiency and margins, further job losses are 
forecast. At the very least, the changes will result in the shifting of jobs from 

 
108  NERA, Preparing Australia's future oil and gas workforce: three scenarios for workforce change, p. 26. 
109 The Australia Institute, Submission 26.1, p. 7. 

110 The Australia Institute, When the going gets tough…the gas industry sacks workers: Recent job cuts in 
the Australian oil and gas industry, January 2021, p. 10 (accessed 8 September 2021). 

111 Mr Tegg, National Director of Policy, Australian Manufacturing Workers' Union (AMWU), Proof 
Committee Hansard, 27 August 2021, p. 9. 

https://australiainstitute.org.au/wp-content/uploads/2021/02/P1012-Gas-job-cuts-WEB.pdf
https://australiainstitute.org.au/wp-content/uploads/2021/02/P1012-Gas-job-cuts-WEB.pdf
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repetitive diagnostic, administrative or manual work to data and information 
technology related roles.112 

2.82 Meanwhile, Strategic Sustainability Consultants and Global Goals Australia 
advised the committee that there is more that oil and gas companies could do 
to improve social sustainability through investment in local development to 
lower the risk of unemployment, particularly as the industry transitions: 

Investing in development in the local areas not only includes infrastructure 
and social services but skills development to ensure a skilled workforce is 
able to continue to operate in the area once oil and gas operations have 
ceased. Supporting inclusive and sustainable urbanisation in communities 
near operations should be a priority in assessing social sustainability and 
ensuring operations are not creating emerging social inequalities in the 
local area. 113 

Community and social benefits 
2.83 Many community and social benefits have flowed to Australians as a result of 

oil and gas exploitation, but spending on these initiatives represents just a 
fraction of the profits garnered by the oil and gas industry: 

 employment opportunities, including for First Nations peoples;114 
 provision of common-use infrastructure, including social infrastructure not 

related directly to oil and gas exploitation (such as roads, power and water 
infrastructure, swimming pools, housing, health facilities);115 

 access to new water resources;116 
 investment in universities, research, and training organisations;117 
 developments in regional areas such as Gladstone, Roma,118 and the 

Pilbara;119  
 benefits agreements with traditional owners;120 and 

 
112 Mr Felix Todd, 'What are the pros and cons of automation in the oil and gas industry?' NS Energy, 

5 March 2019 (accessed 8 September 2021); Ernst and Young, Preparing for the future now: Rethinking 
the oil and gas workforce in 2040, 2020, p. 14 (accessed 8 September 2021); NERA, Preparing 
Australia's future oil and gas workforce: three scenarios for workforce change, p. 43. 

113 Strategic Sustainability Consultants and Global Goals Australia Ltd, Submission 17, p. 10. 
114 Chevron Australia, Submission 27, p. 5. See also: DIIS, National Resources Statement, 2019, p. 9. 
115 APPEA, Submission 13, p. 22; see also: Mr David Wawn, Principal Advisor, Advocacy, Chevron 

Australia, Proof Committee Hansard, 27 August 2021, p. 27. 

116 APPEA, Submission 13, p. 10. See also: Chevron Australia, Submission 27, pp. 5–6. 
117 PC, Submission 5, pp. 2 and 4. See also: BCA, Submission 6, p. 1. See also: INPEX Operations 

Australia, Submission 16, p. 3. 
118 APPEA, Submission 13, p. 16. 

119 Chevron Australia, Submission 27, p. 4. 
120 INPEX Operations Australia, Submission 16, p. 3. 
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 provision of social programs and partnerships with local communities (for 
example: Powering Careers in Energy program to increase energy literacy in 
schools, sponsorship of Perth Festival).121 

Environmental benefits 
2.84 The oil and gas industry submitted that certain environmental benefits have 

flowed to Australians as a result of oil and gas exploitation which has included 
baseline studies and data; and environmental monitoring programs.122 

2.85 In contrast, other witnesses warned of the environmental problems created by 
the exploitation and use of oil and gas—with economic effects—including in 
relation to decommissioning and greenhouse gas emissions in the processing, 
transport and burning of fossil fuels.123 These issues are discussed further in 
Chapters 5 and 6. 

How do other nations capture benefit from their oil and gas? 
2.86 CICTAR compared Australia's revenue collection from oil and gas with that of 

other countries, telling the committee that: 
… the UK as the only OECD [Organization for Economic Cooperation and 
Development] country where the fiscal regime for oil and gas was a greater 
failure than Australia's. Norway, Denmark and the Netherlands all collect 
significantly more government revenue from their hydrocarbon resources. 
If Australia's fiscal regime were equivalent to Denmark's or Norway's,  for  
the period 2008-2015 Australia would have received an additional $104 to 
$122 billion in oil and gas revenues. However, Australia's LNG production 
has peaked since 2015 and the current and future losses in revenue would 
be much more significant.124 

2.87 Bearing in mind the varying geographical, geological, political, policy and 
fiscal positions of different jurisdictions,125 it is useful to look to at how other 
nations maximise returns from their oil and gas resources. 

 
121 Chevron Australia, Submission 27, p. 6. 
122 PC, Submission 5, p. 2. See also: BCA, Submission 6, p. 1. 
123 See, for example: Mr Richie Merzian, Climate and Energy Program Director, The Australia 

Institute, Proof Committee Hansard, 20 August 2021, p. 51; Mr Karl Fitzgerald, Director of Advocacy, 
Prosper Australia, Proof Committee Hansard, 20 August 2021, p. 51; Mr Milligan and 
Professor Newman, CUSP Institute, Submission 38, p. 22; Mr Piers Verstegen, Director, 
Conservation Council of Western Australia, Proof Committee Hansard, 20 August 2021, p. 59; 
Lock the Gate Alliance, Submission 14, pp. 3–4.; Strategic Sustainability Consultants  and Global 
Goals Australia Ltd, Submission 17, p. 9; Mr Morrison, Institute for Sustainable Futures, University 
of Technology Sydney, Submission 36, p. 3; 350.org Australia, Submission 48, p. 1; Australian 
Parents for Climate Action, Submission 45, pp. 1–2 and 4–5; Sustainable Living Armidale, 
Submission 50, p. 1. 

124 CICTAR, Submission 28, pp. 5–6. 
125 APPEA, Submission 13, pp. 21–22. See also: BCA, Submission 6, p. 3. 
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Benefit in overseas jurisdictions 
2.88 Some overseas regimes—notably the US, Canada, UK and Norway—require 

national interest tests, or that resource management and exploitation is carried 
out for national economic benefit.126 While Australia's National Resource 
Statement contains a broad benefits statement there are no specific benefit 
requirements or actions to support this outcome in legislation or regulations. 
Moreover, Norway and the UK have strengthened their regulators over time 
because their initial approaches did not serve the national interest.127 

2.89 The UK belatedly realised the implications of not having a holistic approach 
and national benefit requirement, with the 2014 Wood report recommending 
the development of a new strategy for maximising economic recovery and 
improved regulation (amongst other things), as discussed in Box 2.2.128 

2.90 As a result, the government established the Maximising Economic Recovery of 
UK petroleum strategy (MER UK) strategy and legislated to place a duty on 
the new regulator to apply the strategy in all its relevant statutory and non-
statutory duties: 

Relevant persons must, in the exercise of their relevant functions, take the 
steps necessary to secure that the maximum value of economically 
recoverable petroleum is recovered from the strata beneath relevant UK 
waters. 129 

Box 2.2  Case study: The Wood Review (UK) 
In June 2013, the UK government established a review of UK offshore oil and gas 
recovery and its regulation. This review was led by Sir Ian Wood, a former oil 
industry executive. The Wood review was published in February 2014. 

It surveyed the state of the oil and gas industry and identified a number of issues 
behind market trends, including:  

 a lack of focus on maximising economic recovery;  
 fiscal instability;  
 inappropriate government stewardship and regulatory oversight;  
 poor industry asset stewardship;  
 a lack of collaboration and overzealous legal and commercial 

 
126 Centre for Mining, Energy and Natural Resources Law, Submission 11, pp. 8 and 12. See also: 

AMWU, Submission 10, p. 7. 
127 Centre for Mining, Energy and Natural Resources Law, Submission 11, p. 3. 

128 Sir Ian Wood, UKCS maximising recovery review: final report (The Wood report), 24 February 2014, 
pp. 6, 15–17 and 25–27. 

129 OGA, The maximising economic recovery strategy for the UK, 2016, p. 4 (accessed 17 September 2021). 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/471452/UKCS_Maximising_Recovery_Review_FINAL_72pp_locked.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/509000/MER_UK_Strategy_FINAL.pdf
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behaviour between operators; and  
 poor implementation of strategy.130 

In relation to benefit, Sir Ian made a number of findings: 

 governments have not taken a holistic approach in regulating 
exploration, development and production and this had affected 
economic recovery of the UK's oil and gas resources; 

 there is a divergence of interests between oil and gas companies 
pursuing individual commercial objectives and the national interest 
to maximise recovery across fields and make the most efficient use 
of infrastructure; and 

 in many cases companies have constrained asset investment and 
expenditure in a drive to delivery short-term returns. Operators are 
not maintaining and utilising infrastructure and assets in a manner 
that would maximise the economic recovery from the fields under 
this licences and with consideration to adjacent resources.131 

The review made four key recommendations: 

 government (regulator and The Treasury) and industry develop and 
commit to a new strategy for Maximising Economic Recovery of UK 
petroleum strategy (MER UK); 

 a new arm's length regulatory body be established to effectively 
steward and regulate the industry and guide exploration, 
development and production investment decisions towards 
achieving the MER UK strategy; 

 the regulator be given additional powers to enforce the MER UK 
strategy; and 

 sector strategies should be developed and implemented, including 
for exploration, asset stewardship, regional development, 
infrastructure, technology, and decommissioning.132 

 
The UK government generally supported all the recommendations of the Wood 
review, though emphasised the need to ensure any regulation did not reduce 
competition or affect the market economy. It did not agree to give the regulator 
all the powers Wood had recommended, only to review whether more were 
necessary and to emphasise the regulator would work in partnership with 
industry. In response to the findings the government: 

 Developed the MER UK Strategy; 

 
130 Sir Ian Wood, United Kingdom Continental Shelf Maximising Recovery Review: Final Report 

(The Wood Report) 24 February 2014, pp. 1, 6, 12 (accessed 22 September 2021). 

131 Sir Ian Wood, The Wood Report, pp. 6, 15–17, 19–20, 23, 25–26. 
132 Sir Ian Wood, The Wood Report. 

https://www.ogauthority.co.uk/media/1014/ukcs_maximising_recovery_review.pdf
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 established the commendation the Oil and Gas Authority (UK) 
(OGA) to undertake licencing, exploration and development 
regulatory functions, giving them additional powers to enhance its 
alibility to encourage and facilitate collaboration and dispute 
resolution; and 

 agreed to the development of sector strategies as the building blocks 
of the MER UK strategy.133 

 
The MER UK strategy contained five high-level principles: 

 all stakeholders should be obliged to maximise the expected net 
value of economically recoverable petroleum from relevant UK 
waters, not the volume expected to be produced; 

 compliance with the Strategy is intended to lead to investment and 
operational activities that, on an expected basis, add net value 
overall to the UK; 

 compliance with the Strategy may oblige individual companies to 
allocate value between them, matching risk to reward. However, 
while the net result should deliver greater value overall, it will not 
be the case that all companies will always be individually better off; 

 compliance with the Strategy will not lead to any individual 
company investing in a project or operating existing assets where 
there is not a satisfactory expected commercial return on that 
investment or activity. Such a return does not necessarily mean a 
return commensurate with the overall corporate return on their 
portfolio of investment; and 

 in determining whether something is consistent with the principal 
objective the OGA will need to balance the benefit of economic 
recovery of petroleum with the need to maintain the confidence of 
new and current investors to invest in exploration and production 
of petroleum from relevant UK waters, taking into account market 
conditions at the time of making its determination.134 

 
In mid-2020 the OGA conducted consultation on its intention to review and 
update the core aim of the MER UK, including a requirement for industry to help 
the government achieve the target of net zero greenhouse gas emissions by 2050. 
It did this through its central and supporting obligations and required act ions. 135 

 
133 Department of Energy and Climate Change (UK), Government response to Sir Ian Wood's UKCS: 

maximising economic recovery review, July 2014, pp. 6, 9–10, 14, and 16. 

134 Oil and Gas Authority (UK) (OGA), The maximising economic recovery strategy for the UK, 2016, p. 4  
(accessed 17 September 2021). 

135  OGA, Consultation on proposals to revise the MER UK strategy, 6 May 2020, pp. 9-13 (accessed 
20 July 2021). 

https://www.gov.uk/government/publications/government-response-to-sir-ian-woods-review-of-the-uk-continental-shelf-ukcs
https://www.gov.uk/government/publications/government-response-to-sir-ian-woods-review-of-the-uk-continental-shelf-ukcs
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/509000/MER_UK_Strategy_FINAL.pdf
https://www.ogauthority.co.uk/media/6501/oga-consultation-on-proposals-to-revise-the-mer-uk-strategy-6-may-2020.pdf
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The revised strategy—the OGA Strategy—was published in December 2020 and 
came into force on 11 February 2021.136 

The OGA believes that the industry has skills, technology and capital that can 
help the UK achieve the net zero target, without compromising economic activity, 
and that the oil and gas industry needs to move faster or 'risk losing its social 
licence to operate'.137 The OGA envisaged a role for renewable energy sources,  as 
well as carbon capture, utilisation, and storage (CCUS) and hydrogen, as well as 
measures aimed at maximising value of existing reserves, minimising emissions, 
energy efficiency measures and requirements for access and collaboration. The 
obligations on stakeholders are supported by metering, measuring and reporting 
requirements.138 Failure to act in accordance with the revised strategy may result  
in revocation of a licence or operatorship.139 

Norway 
2.91 Norway is regularly cited as having an effective system to capture the 

economic value of its oil and gas reserves for public benefit.  

2.92 The Norwegian Government Pension Government Pension Fund 
Global (GPF-G), formerly called the Petroleum Fund of Norway, is now the 
largest sovereign wealth fund in the world—in 2021 the fund was worth 
around $1.7 trillion.140 The Norwegian state's ability to invest substantial 
amounts abroad combined with relatively moderate fiscal spending compares 
favourably with other countries where governance structures have been 
exposed to large resource-driven income streams.141 

2.93 While Norway has access to cheaper, and more accessible gas than Australia, 
the returns are nevertheless impressive at a rate of 63 per cent return on 
industry revenues.142 It captures these returns through company tax, a special 
rate petroleum tax and royalties, as well as direct ownership in private oil 
companies, and through profits from the national oil company Equinor, with 
the bulk of the returns through the petroleum tax system and direct 
ownership.143 

 
136  OGA, The OGA Strategy, 11 February 2021, https://www.ogauthority.co.uk/regulatory-

framework/the-oga-strategy/ (accessed 20 July 2021). 
137  OGA, The OGA Strategy, 11 February 2021, https://www.ogauthority.co.uk/regulatory-

framework/the-oga-strategy/. 
138  OGA, The OGA Strategy, 11 February 2021, pp. 5, 9 and 10 (accessed 20 July 2021); see a lso OGA, 

Reporting and disclosure of information and samples guidance, February 2019 (accessed 20 July 2021). 
139  OGA, Consultation on proposals to revise the MER UK strategy, 6 May 2020, pp. 8–9. 

140 Associate Professor David Lee, Submission 40, p. 4. 
141 Professor Fernandes, Submission 3, p. 4. 

142 Dr Murray, Submission 2, p. 3. 
143 Dr Murray, Submission 2, p. 3. 

https://www.ogauthority.co.uk/regulatory-framework/the-oga-strategy/
https://www.ogauthority.co.uk/regulatory-framework/the-oga-strategy/
https://www.ogauthority.co.uk/media/7105/the-oga-strategy.pdf
https://www.ogauthority.co.uk/media/5353/oga-guidance-on-reporting-disclosure-18-february-2019.pdf
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2.94 With the state holding a 30 per cent direct financial interest it is able to exert 
significant shareholder influence (for example, in relation to tax compliance), 
and if the company does minimise its tax the government can earn back 
30 per cent of the lost tax as shareholder profit.144 

2.95 The Norwegian company tax rate is 22 per cent, with a special rate petroleum 
tax applied at 56 per cent, to give a marginal tax rate of 78 per cent on oil and 
gas companies. Norway limits its carry-over and cost escalation allowance to 
5.4 per cent, rather than Australia's 15 per cent above the long-term bond 
rate.145 

Qatar 
2.96 Prosper Australia explained that Qatar does not levy a petroleum rent tax, 

rather it calculates petroleum royalties via a five per cent withholding tax, with 
arrangements available to minimise this rate.146 Bonuses are also payable at 
specified points, and there are cost recovery and profit-sharing 
arrangements.147 

2.97 A minimum 35 per cent income tax rate is also applied to mining and gas 
operations. Compliance focuses on tax avoidance strategies and monitoring 
debt loading.148 The Qatari government has a direct stake in all stages of oil 
and gas activities through the state-owned Qatar Petroleum.149 

2.98 The government of Qatar was forecast to collect $26.6 billion in royalties from 
its LNG reserves in 2021. In the same year Australia was forecast to receive 
$800 million for the same volume of gas.150 

Israel 
2.99 Prosper Australia also described Israel's oil and gas arrangements, with 

royalties of 12.5 per cent levied at the wellhead from day one of production. 
Additionally, a deductable profit levy of zero to 50 per cent is levied on a 
150 per cent return on investment, after which the levy increases on a sliding 

 
144 Dr Murray, Submission 2, p. 4. 
145 Dr Murray, Submission 2, pp. 3–4. 

146 Prosper Australia, Submission 18, p. 3. 
147 Mr Callaghan, Petroleum Resource Rent Tax Review: final report, 13 April 2017, pp. 173–174. 
148 Prosper Australia, Submission 18, p. 3. 

149 Mr Callaghan, Petroleum Resource Rent Tax Review: final report, 13 April 2017, pp. 173–174. 
150 Lock the Gate Alliance, Submission 14, p. 9; see also: AMWU, Submission 10, p. 11; Prosper 

Australia, Submission 18, p. 3. 
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scale from 20–50 per cent over a number of years, depending on the size of the 
field. A small lease fee is also required.151 

2.100 When combined with the corporate income tax rate of 23 per cent, the 
government tax rate was 52–62 per cent, however changes in 2012 reduced this 
to a top rate of 57.5 per cent. 

2.101 In 2018 revenue from Israel's oil and gas industry was $371.5 million 
(₪878 million), dropping in 2019 to $365.5 million (₪864 million).152 

2.102 Israel also requires lease holders to provide an adjustable bank guarantee, to a 
maximum of US$50 million per lease upon commencement of gas flow. This 
ensures that leaseholders meet all lease and permit requirements, with the 
guarantees remaining in force even after the expiration of the leases, until the 
Petroleum Commissioner deems them no longer necessary.153 

2.103 The Commissioner is entitled to collect all or part of the guarantee if 
development or production does not commence as planned, in the event of 
safety or environmental events, if decommissioning and remediation does not 
occur as planned, amongst other things.154 

Where is benefit in the current oil and gas framework? 
2.104 Australia's oil and gas legislation, the Offshore Petroleum and Greenhouse Gas 

Storage Act 2006 (OPGGS Act) refers generally to 'public interest' but does not 
specifically require or confer responsibility for the effective management of oil 
and gas resources: 

I think that this [responsibility for maximising the return to the Australian 
public] is something that is not, in my view, sufficiently clearly specified. I  
think it falls on government at the moment in a fairly general sense as part  
of government's duty. Insofar as it being in Commonwealth waters, it's the 
Commonwealth government which has sovereign rights over the 
petroleum … a lot of statutes in Australia say, 'This is a statute about 
mining,' or, 'This is a statute about petroleum.' They don't actually set  out 
what it is the statute is trying to achieve, and the OPGGSA is exactly like 
that. 155 

 
151 Prosper Australia, Submission 18, p. 2; see also: Simon Weintraub and Avi Anouchi, Yigal Arnon 

and Co, 'Israel: oil and gas', The In-House Lawyer, 7 February 2020, p. 10 (accessed 
10 September 2021). 

152 Amiram Barkat, 'Israeli gov't natural gas revenues fell in 2019', Globes, 17 February 2020 (accessed 
10 September 2021). 

153 Simon Weintraub and Avi Anouchi, Yigal Arnon and Co, 'Israel: oil and gas', The In-House Lawyer, 
7 February 2020, p. 5. 

154 Simon Weintraub and Mr Avi Anouchi, Yigal Arnon and Co, 'Israel: oil and gas', The In-House 
Lawyer, 7 February 2020, p. 5. 

155 Professor Chandler, Private capacity, Proof Committee Hansard, 20 August 2021, p. 35. 
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2.105 Professor Chandler told the committee that the policy framework also does not 
adequately address benefit—it does not include specific economic objectives or 
social values—and 'there is no duty to maximise the value received, to ensure 
that development is carried out sustainably or, more basically, to have a 
strategy or plan to manage the costs, benefits and risks.'156 Rather, he states, the 
current regime relies on the economic activity generally contributing to 
government revenue and jobs:157 

2.106 Senator Rex Patrick expended considerable energy trying to establish where in 
government any responsibility for maximisation of benefit lies. While the 
broad responsibilities of specific agencies were noted—in relation to science, 
taxation, and regulation158—tying down ultimate responsibility for benefit was 
like trying to catch a fish in an oil slick.159 Mr Paul Trotman, Head of the 
Resources Division, Department of Industry, Science, Energy and Resources 
(DISER) suggested that ultimately the Minister for Resources and Water is 
responsible, in conjunction with the Treasurer.160 

2.107 While this may be so, it appears that no department is required to consider the 
economic benefits and returns to Australians—a situation Professor Chandler 
found difficult to comprehend:161 

The whole point of a nation disposing of its national petroleum assets is to 
derive economic benefits, particularly tax. In effect it is a sale by the nation 
of its property for tax revenue. It therefore seems bizarre that, so far  as I  
can gather, Treasury and the ATO apparently sit off to one side and,  for 
example, are not involved in the review of the approval of projects.  In my 
submission there should be a clear line of sight reporting to the tax 
collected by individual projects. 162 

 
156 Centre for Mining, Energy and Natural Resources Law, Submission 11, p. 3; Professor Chandler, 

University of Western Australia, Public duties on the disposal of Australia's non-renewable resources: 
the case for regulatory reform, pp. 2 and 5. See also: Professor Fernandes, Submission 3.1, p. 1. 

157 Professor Chandler, Petroleum Resource Management: How Governments Manage Their Offshore 
Petroleum Resources, p. 17. 

158 Senator Rex Patrick, Senate Economics References Committee, Proof Committee Hansard, 
20 August 2021, p. 4. 

159 Professor Fernandes, Submission 3.1, p. 1. 
160 Mr Paul Trotman, Head of Division, Resources Division, DISER, Proof Committee Hansard, 

20 August 2021, p. 4. 

161 Centre for Mining, Energy and Natural Resources Law, Submission 11, p. 3. 
162 Centre for Mining, Energy and Natural Resources Law, Submission 11, p. 18. 



61 
 

 

2.108 In Australia, no agency has an expressed objective or function to protect the 
country's economic return on the disposal of public property—which includes 
its oil and gas reserves.163 

2.109 Benefit considerations are also missing from the responsibilities of the Joint 
Authorities—the major decision makers under the Act—and the National 
Offshore Petroleum Titles Administrator (NOPTA). NOPTA's current 
legislation does not permit infrastructure oversight,164 although recent 
legislative changes to the OPGGS Act have strengthened the regulator's ability 
to assess applicant financial suitability and titleholder dealings.165 

2.110 The broad nature of the existing policies associated with oil and gas decision 
making and approvals and their lack of measurable objectives and supporting 
criteria means that there are real gaps in accountability and public benefit.166 

2.111 It also appears that 'it is impossible to calculate from publicly available 
information the total return to the Australian people from any individual 
project. Governments in Australia do not appear to produce this information 
for their own administrative purposes'.167 This appeared to be backed up with 
evidence from The Treasury, with Mr Francis advising 'I'm not aware of 
anyone having compiled a total picture of the economy. I would say there are a 
few different channels through which the benefits flow'.168 

2.112 Moreover, it appears that modelling of anticipated economic benefits to 
taxpayers are not required to be submitted by industry as part of project 
approvals,169 and projected of revenues, inclusive of costs to the Australian 
people, are not completed by government.170 

Improving benefit to Australia 
2.113 The Centre for Mining, Energy and Natural Resources Law submitted to the 

committee that a key characteristic of concession-based regimes (such as those 

 
163 Centre for Mining, Energy and Natural Resources Law, Submission 11, pp. 3 and 9; 

Professor Chandler, University of Western Australia, Public duties on the disposal of Australia's non-
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165 DISER, Updated oil and gas guidance, 25 October 2021 (accessed 22 November 2021). 
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in Australia, Norway, and the UK) is that oil and gas companies are obliged to 
act in the company's (shareholders') interests, not those of the country or other 
licensees. As such, companies will look to maximise their immediate profits 
from the licence area, not from the region, because the maximisation of 
resource extraction from a region is complex and requires cooperation between 
companies. The Centre argued that this in-built conflict of interest needs to be 
actively managed.171 

2.114 A licence area approach means that production from the oilfield is not as 
efficient as it could be—excessive infrastructure and lack of shared facilities 
results in unnecessarily high capital, operating and decommissioning costs, 
significant amounts of oil left behind, and the flaring of any excess gas 
produced. As Australia's oil and gas basins mature this creates more 
challenges.172 

2.115 Professor Chandler argued that Australia's regime has focussed on exploration 
and exploitation with light touch regulation and that it relies on companies 
and government having the same interests in profitable production. However, 
as there is no penalty for poor performance—or even knowing what the 
performance is—there is a gap in the regulatory system; the same regulatory 
system that has seen some projects return little or no PRRT and governments 
having to bear decommissioning costs.173 

2.116 Norway introduced legislative changes which included state control and a 
requirement for non-renewable resource management 'to be carried out in a 
long-term perspective for the benefit of the Norwegian society as a whole' in 
1972.174 In 2015 the MER UK and subsequent OGA Strategy sought to manage 
this conflict of interest, but also established a framework that would produce 
significant production and cost savings—a win-win for both government and 
industry.175 

2.117 The Centre for Mining, Energy and Natural Resources Law recommended a 
Wood-style review of Australia's oil and gas industry to gauge potential 
economic gains, ensure regulation in which benefits would outweigh the costs, 
and increase the accountability of NOPTA and NOPSEMA.176 Furthermore, 
Professor Chandler argued that the federated system means that states focus 

 
171 Centre for Mining, Energy and Natural Resources Law, Submission 11, p. 5. 
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on the quantity of production, rather than the overall quality or profitability of 
production.177 He suggested that a domestic review would take into account 
Australia's particular circumstances, with lessons to be learnt from the UK. 

Requirement to meet national interest, economic, environmental and 
infrastructure outcomes 
2.118 International Monetary Fund (IMF) research pointed to the challenges 

associated with resource wealth management including overreliance on non-
renewable natural resource revenue, and the risk that some governments will 
rely on depletion of natural resources rather than the development of a longer-
term development strategy that develops other competitive exports. The IMF 
advocated for strong policy frameworks that consider the interests of both 
current and future generations, the development of human capital and 
economic diversification to address these challenges.178 

2.119 Likewise, Professor Chandler argued that Australia's licence model must 
evolve to consider public benefit: 

To achieve those things [accountability and good regulation] requires the 
duties of ministers and regulators to be articulated and reported on, so 
there is transparency in whether beneficial outcomes are achieved for the 
Australian people. The issues raised apply beyond non-renewable 
resources to any activity relying on the private sector to dispose of public 
property or to provide a service delivering value to the community.  They 
go to the heart of government accountability for its dealings with public 
property. 179 

2.120 He recommended changes in two key areas: 

 that there be a clearly stated national interest objective180 with stewardship 
duties placed on public officials to maximise benefit from non-renewable 
resource project and to consider projects holistically; and 

 that this be supported by specific outcomes, requirements, reporting review, 
and appropriate compliance actions to ensure the outcomes are realised.181 

2.121 Mr Steve Walker, who led the investigation of matters leading to the 
administration and liquidation of the NOGA group of companies and the 
abandonment of the Northern Endeavour observed that there was potential for 

 
177 Centre for Mining, Energy and Natural Resources Law, Submission 11, p. 20. 
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NOPTA or a similar body to play a bigger role in maximising benefit, telling 
the committee that 'they talk about optimum resource recovery, but I felt that, 
because of their powers and their roles, there were legal restrictions and other 
constraints that went against that sort of bigger vision'.182 

2.122 Under the current provisions the focus is on commercial viability and early 
development, rather than a holistic view of the benefit, economic return and 
environmental sustainability of the development.183 There is considerable 
scope for Australia to apply economics, costs or taxes and environment 
sustainability approval criteria and to require additional reporting and 
performance data (discussed further in Chapter 4) which can be benchmarked 
and published to drive improvements and on which ongoing project approval 
is contingent—including in relation to project returns.184 

2.123 Professor Chandler advised that field development plans (FDPs) have the 
potential to be used as a critical tool to drive improved economic, 
environmental and infrastructure outcomes, including by testing the economic 
viability of the project, assuring the viability of the operator/s, and quality of 
the development plan and its execution.185 

2.124 Mr Mark Ogge from the Australia Institute supported the need for evaluation 
and verification of delivered benefits, stating: 

… these companies put out releases and reports that claim that they'll 
make enormous contributions to revenue over the period of the project, 
and then years go by and no revenue is collected. They make those claims 
in the beginning to get the projects approved and then the payment to the 
Australian people never materialises. I think that when they make those 
claims, those claims need to be given much more scrutiny and they should 
be held accountable later on for making those claims—186 

 
182 Mr Steve Walker, Private capacity, Proof Committee Hansard, 27 August 2021, p. 29. 
183 Centre for Mining, Energy and Natural Resources Law, Submission 11, p. 12; Professor Chandler, 

University of Western Australia, Public duties on the disposal of Australia's non-renewable resources: 
the case for regulatory reform, p. 16.). See also: Strategic Sustainability Consultants and Global Goals 
Australia Limited, Submission 17, p. [6]. 

184 Centre for Mining, Energy and Natural Resources Law, Submission 11, pp. 13–14 and 19; 
Professor Chandler, University of Western Australia, Public duties on the disposal of Australia's non-
renewable resources: the case for regulatory reform, p. 9. 

185 Centre for Mining, Energy and Natural Resources Law, Submission 11, pp. 11, 13–14 and 19. 
186 Mr Ogge, The Australia Institute, Proof Committee Hansard, 20 August 2021, p. 53. 
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Chapter 3 
Domestic gas supply and pricing 

3.1 Both the Australian Petroleum Production and Exploration Association 
(APPEA) and Dr Cameron Murray argued that one of the benefits of plentiful 
natural resources is a lower cost of that resource to domestic users. While this 
has generally held true for Western Australia (WA), it has not been the case for 
the eastern seaboard.1 

West coast gas 
3.2 Gas prices in WA are less than half than that of the east coast as a consequence 

of the state's domestic gas reservation policy. This policy requires that export 
projects reserve 15 per cent of production for domestic use, complementing 
supply from projects developed solely for the domestic market.2 This results in 
prices for domestic consumers and industry below the netback price. Liquefied 
natural gas (LNG) producers favour gas exports over the domestic market and 
control around 97 per cent of WA's gas reserves (on and offshore).3 

3.3 Adjustments to the policy in 2020 clarified its application to preserve the 
integrity of the policy and the local gas market, including that: the government 
will not agree to the export of gas via the existing WA pipeline network 
(except under exceptional circumstances), supply to markets on the east coast 
is considered to be an export for the purposes of the policy, as is LNG used in 
international shipping.4 

3.4 With a relatively small domestic market, this small reservation has a large 
price effect, and flow-on benefits for the competitiveness of the manufacturing 
and mining sectors, which rely heavily on gas for commercial operations.5 The 

 
1  Mr Andrew McConville, Chief Executive Officer, APPEA, Proof Committee Hansard, 

27 August 2021, p. 1; Dr Cameron Murray, Submission 2, p. 5; Lock the Gate Alliance, 
Submission 14, p. 10; Mr Callum Foote, 'Gas Myths: Australians pay 7th highest prices  in  world 
despite being biggest gas exporter', Michael West Media, 26 July 2021 (accessed 14 September 2021). 

2 Others estimate east coast prices are 77 per cent higher than WA prices. Department of Jobs, 
Tourism, Science and Innovation (WA), Submission 32, p. 2; Dr Murray, Submission 2, p. 5; DomGas 
Alliance, Submission 44, p. 1. 

3 Neill et al. 'Western Australia's Domestic Gas Reservation Policy: Modelling the Economic Impact 
with a Computable General Equilibrium Approach', Economic Record, vol. 95, no. 308, pp. 90–113; 
Marnie Leybourne et al, 'Overview of domestic gas supply in Western Australia', Petroleum in 
Western Australia, September 2017, p. 40 (accessed 13 September 2021). 

4 Department of Jobs, Tourism, Science and Innovation (WA), WA Domestic Gas Policy, 
3 September 2020 (accessed 9 July 2021). 

5 Dr Murray, Submission 2, p. 5. See also: DomGas Alliance, Submission 44, p. 2. 

https://www.michaelwest.com.au/gas-myths-australians-pay-7th-highest-prices-in-world-despite-being-biggest-gas-exporter/
https://www.michaelwest.com.au/gas-myths-australians-pay-7th-highest-prices-in-world-despite-being-biggest-gas-exporter/
https://www.dmp.wa.gov.au/Documents/Petroleum/Petroleum_PWA_Sept2017.pdf
https://www.wa.gov.au/government/publications/wa-domestic-gas-policy
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Ai Group noted that the WA gas reservation policy has been 'highly successful' 
and appears to have been no barrier to investment by the oil and gas sector.6 

3.5 In 2014 the WA Economic Regulation Authority recommended that the WA 
domestic gas reservation policy be rescinded, stating that 'there is no economic 
justification for the government intervention in the domestic gas market.' 
Moreover, it described the reservation policy as tax on the production of LNG, 
offering short-term price benefits but lowering returns, reducing investment 
and supply, and making gas less productive in the long run.7 

3.6 Often overlooked—there are two significant factors that work in conjunction to 
lower the price of gas in WA significantly below that of the eastern seaboard—
a supply of gas well in excess of demand, and low-cost gas. 

East coast gas 
3.7 The east and west coast gas markets operate in isolation from each other.8 

Several submitters9 observed that gas prices on the eastern seaboard had 
increased significantly since 2014–15, despite the fact that production has also 
increased. The eastern seaboard now has some of the world's most expensive 
gas, as illustrated in Figure 3.1.  

3.8 A number of reviews have been undertaken into east coast gas pricing and 
supply as a result in efforts to reduce costs and improve supply, as discussed 
below. 

Productivity Commission Review 2019 
3.9 The Productivity Commission (PC) conducted a review of Australia's gas 

markets in 2015. It concluded that high east coast domestic gas prices are not a  
sign of market failure, but of the market working as intended. The PC 
submitted that the linking of the eastern Australian gas market to the Asia-
Pacific market created an opportunity for companies to receive a higher return 
for domestically produced gas, and this resulted in broad community benefits 
from the generation of higher capital and labour income, and a higher flow of 
royalties and taxation revenue to governments.10 

 
6 Ai Group, Submission 42, p. 11. 
7 Economic Regulation Authority (WA), Inquiry into microeconomic reform in Western Australia: 

domestic gas reservation policy [factsheet], July 2014, pp. 1–2 (accessed 20 September 2021). 

8 DomGas Alliance, Submission 44, p. 1. 
9 See, for example: Lock the Gate Alliance, Submission 14, p. 5; Institute for Energy Economics and 

Financial Analysis (IEEFA), Submission 29, p. 4; Australian Workers' Union (AWU), Submission 39 , 
p. 6; Associate Professor Lee, Submission 40, p. 5. 

10 Productivity Commission (PC), Submission 5, p. 4. See also: Lock the Gate Alliance, Submission 14 , 
pp. [10–11]. 

https://www.erawa.com.au/cproot/12769/2/Fact%20Sheet%20-%20Domestic%20Gas.PDF
https://www.erawa.com.au/cproot/12769/2/Fact%20Sheet%20-%20Domestic%20Gas.PDF
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Figure 3.1 International Gas Union Price Survey with the Australian market 
broken down 

 
Callum Foote, 'Gas Myths: Australians pay 7th highest prices in world despite being biggest gas exporter', Michael 
West Media, 26 July 2021. 

ACCC gas price inquiry 2017–25 
3.10 In April 2017, the government directed the Australian Competition and 

Consumer Commission (ACCC) to inquire into the supply and demand for 
wholesale gas in Australia and publish regular information on the supply and 
pricing of gas. The three-year inquiry has been extended until 2025.11 

3.11 In July 2019, the ACCC found delivered prices on the east coast for commercial 
and industrial users: 

 were lower (approximately $12.80/gigajoule (GJ)) than the delivered prices 
paid by commercial and industrial users in Asian countries that purchase 
Australian liquified natural gas (LNG) (South Korea and China). This 
reflects the costs involved in liquefying, shipping, re-gasifying, and 
transporting the gas to end users; 

 
11 Australian Competition and Consumer Commission (ACCC), Gas inquiry 2017–2025, 

https://www.accc.gov.au/publications/serial-publications/gas-inquiry-2017-2025 (accessed 
13 September 2021). 

https://www.accc.gov.au/publications/serial-publications/gas-inquiry-2017-2025
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 were higher than the prices paid by commercial and industrial gas users in 
other gas exporting countries. This reflects a tight supply and demand 
balance, weak competition, high gas production costs, high transmission 
prices, and close linkage to international LNG markets.12 

3.12 The Australian Bureau of Statistics (ABS) introduced a price index for 
wholesale natural gas in the domestic market in September 2019. The data is 
intended to reflect the domestic gas price received by producers through 
bilateral contracts and other pricing mechanisms. As well as its main role of 
supporting the compilation of national accounts, consultation feedback 
indicated that industry thought the price index would improve overall market 
transparency.13 

3.13 Analysis from the ACCC released in January 2020 showed that average 
margins for retailers for mass market customers were consistently high, 
between 19 and 23 per cent of the delivered price of gas at approximately 
$27/GJ. For commercial and industrial users, average margins grew to 
28 per cent of the delivered gas price at approximately $12.80/GJ.14 

3.14 At the time, the ACCC made a number of findings with regard to the east coast 
gas market, including that prices had not fallen with the decline in the LNG 
netback price expectations for 2020; a more efficient and transparent 
transportation and storage network was required; there were significant and 
continued write-downs of proven and probable (2P)15 reserves and resources 
and increased reliance on more expensive speculative sources (i.e. coal seam 
gas (CSG)) for future supply, with most of the reserves in Queensland; and 
that the majority of these reserves were held by LNG producers and affiliates 
with potential interests in delaying development and delivery of gas to the 
market.16 

3.15 The ACCC supported the following actions: 

 
12 ACCC, Gas inquiry 2017–2025 interim report, July 2019, pp. 22–23 and 64–66. 
13 Australian Bureau of Statistics (ABS), 6427.0.55.009 - Information Paper: Update on the Development of 

an Oil and Gas Extraction Producer Price Index, June 2016: Purpose and use of the index, 22  June 2016, 
https://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6427.0.55.009Main%20Features3June%2
02016?opendocumentandtabname=Summaryandprodno=6427.0.55.009andissue=June%202016and
num=andview= (accessed 11 August 2021); see also ABS, Producer Price Indexes, Austral ia: mining 
industries: September 2019, 1 November 2019, https://www.abs.gov.au/statistics/economy/price-
indexes-and-inflation/producer-price-indexes-australia/sep-2019#quarterly-changes-to-industries 
(accessed 11 August 2021). 

14 ACCC, Gas inquiry 2017–2025 interim report, January 2020, pp. 118–119. 

15 For a description of gas reserves, see: ACCC, Gas inquiry 2017–2025 interim report, January 2020, 
p. 30. 

16 ACCC, Gas inquiry 2017–2025 interim report, January 2020, pp. 1–2, 5–6, 12, 21–22 and 40. 

https://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6427.0.55.009Main%20Features3June%202016?opendocument&tabname=Summary&prodno=6427.0.55.009&issue=June%202016&num=&view
https://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6427.0.55.009Main%20Features3June%202016?opendocument&tabname=Summary&prodno=6427.0.55.009&issue=June%202016&num=&view
https://www.abs.gov.au/ausstats/abs@.nsf/Latestproducts/6427.0.55.009Main%20Features3June%202016?opendocument&tabname=Summary&prodno=6427.0.55.009&issue=June%202016&num=&view
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/producer-price-indexes-australia/sep-2019
https://www.abs.gov.au/statistics/economy/price-indexes-and-inflation/producer-price-indexes-australia/sep-2019
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 adopting policies that consider the risks of individual gas development 
projects [i.e. not state-wide moratoria]; 

 that the development of pipelines be coordinated by governments during 
the planning and approval process, and operated on a third-party access 
basis to prevent unnecessary duplication and inefficiencies; and 

 that governments should actively manage tenements to ensure producers 
bring gas to market in a timely manner to prevent larger producers 
'warehousing gas'.17 

3.16 As a result of ongoing concerns about the degree of concentration in this part 
of the market and anti-competitive practices, the ACCC announced a review of 
upstream competition and the timeliness of supply in September 2021. 
Submissions closed in October; the results of the review are yet to be 
announced.18 

Box 3.1  Netback price 
The netback price is used to estimate the minimum price an LNG producer needs 
to obtain to sell gas into the domestic market rather than selling it internationally. 
It is calculated by taking the price that could be received for LNG (the Asian LNG 
spot price) and subtracting (netting back) the costs incurred by the supplier to 
convert the gas to LNG and ship it to the destination port. The netback price is 
assumed to be the price a producer can sell the gas domestically and make the 
same profit it would if it sold it on the international market 19 and is generally 
recognised as the most relevant export reference price for the domestic market.20 

The ACCC noted in 2021 that there can be large differences between expectations 
of prices for the various types of LNG sales depending on whether suppliers use 
the LNG spot (Japan Korea Marker or JKM) price, long-term LNG price or LNG 
'strip' price, plus variations in how suppliers view opportunity or production 
costs. 21 

2021 Updates 
3.17 In January and July 2021 the ACCC released two further interim reports into 

gas pricing and supply.22 Over the year the ACCC found a growing disparity 

 
17 ACCC, Gas inquiry 2017–2025 interim report, January 2020, pp. 1–6. 
18 ACCC, Review of upstream competition and the timeliness of supply, 15 September 2021 (accessed 

18 January 2022). 
19  Australian Competition and Consumer Commission (ACCC), LNG netback price series, 

18 November 2019, https://www.accc.gov.au/regulated-infrastructure/energy/gas-inquiry-2017-
2020/lng-netback-price-series (accessed 13 September 2021); APPEA, Understanding LNG netback 
prices, (accessed 13 September 2021). 

20  ACCC, Gas inquiry 2017–2025 interim report, January 2021, p. 102. 

21  ACCC, Gas inquiry 2017–2025 interim report, January 2021, p. 106. 
22 ACCC, Gas inquiry 2017–2025 interim report, January 2021, p. 11. 

https://www.accc.gov.au/regulated-infrastructure/energy/gas-inquiry-2017-2025/review-of-upstream-competition-and-the-timeliness-of-supply
https://www.accc.gov.au/regulated-infrastructure/energy/gas-inquiry-2017-2020/lng-netback-price-series
https://www.accc.gov.au/regulated-infrastructure/energy/gas-inquiry-2017-2020/lng-netback-price-series
https://www.appea.com.au/wp-content/uploads/2018/10/Fact-Sheet-Understanding-LNG-netback-prices-1.pdf
https://www.appea.com.au/wp-content/uploads/2018/10/Fact-Sheet-Understanding-LNG-netback-prices-1.pdf
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between east coast gas price offers and LNG netback prices, which did not 
align with its expectations for a well-functioning and competitive market and 
pointed to structural problems in the market.23 

3.18 The ACCC concluded that LNG netback prices are often viewed by suppliers 
as a price floor, with the upper limited of expected prices appearing to be 
influenced more by prices achieved in recent transactions and the perception 
of regulatory intervention, than pricing behaviour of competitors. This was 
confirmed in the ACCC July report.24 

3.19 In southern states the 'buyer alternative' price ceiling of LNG netback in 
Queensland plus transportation costs appears to have been a key driver of 
prices. However, the ACCC reported that some suppliers targeted prices even 
higher than this, with one major producer aiming to sell uncontracted gas 'at 
or above LNG parity pricing' (LNG netback plus transportation costs).25 

3.20 The review noted that suppliers continue to view Asian LNG spot prices as the 
opportunity cost of short-term domestic gas sales: 

 some LNG producers appear to have considered entering higher priced, 
short to medium term LNG contracts, influencing supplier pricing; 

 some LNG have considered long-term LNG contract prices when assessing 
domestic sales; and 

 oil prices appear to play an important role in domestic gas pricing, and 
several major suppliers appear to have forecast Asian LNG spot prices 
using oil.26 

3.21 Some suppliers have started to incorporate LNG import pricing and supply 
dynamics into pricing strategies and assumptions for southern markets. This 
may influence prices from 2022, when LNG imports are assumed to 
commence, but does not appear to have affected pricing prior to this.27 

3.22 The ACCC advised that prices offered by producers and retailers had dropped 
since 2020 as a result of low oil and LNG spot prices. This was largely due to 
existing market trends, the pandemic, lower global demand, and the resulting 
increased domestic supply. Prices offered by producers and retailers dropped 
from $8–14 per GJ in 2019 to $6–$8 per GJ in mid-2020, with prices remaining 
around this level, despite spot and LNG prices rising.28 Prices under Gas 

 
23 ACCC, Gas inquiry 2017–2025 interim report, January 2021, pp. 101–102 and 104. 

24 ACCC, Gas inquiry 2017–2025 interim report, July 2021, p. 11. 
25 ACCC, Gas inquiry 2017–2025 interim report, January 2021, pp. 101 and 104. 
26 ACCC, Gas inquiry 2017–2025 interim report, January 2021, p. 101. 

27 ACCC, Gas inquiry 2017–2025 interim report, January 2021, pp. 101 and 107. 
28 ACCC, Gas inquiry 2017–2025 interim report, January 2021, pp. 7, 54 and 62; ACCC, Gas inquiry 

2017–2025 interim report, July 2021, pp. 6 and 9. 
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Supply Agreements also decreased significantly in 2020 and competition 
between suppliers improved, with favourable outcomes for commercial and 
industrial users.29 However, the ACCC expressed concern that prices offered to 
domestic gas users for supply in 2021 have generally remained above LNG 
netback prices.30 

Demand and export 
3.23 The figures in Tables 3.1 and 3.2 outline the forecast supply and demand for 

the east coast gas market in 2021. 

Table 3.1 Forecast supply for east coast gas market 2021 

Source Supply 
(PJ31) 

Per cent of 
supply 

Compared with 
2020 (PJ) 

East coast gas production 1 956 98 38 

Storage depletions 16 0.8 5 

Northern Territory supply 19 1 1 

Total 1 991  34 
Source: ACCC32 

Table 3.2 Forecast demand for east coast gas market 2021 

Purpose Demand 
(PJ) 

Per cent 
of 
demand 

Compared with 
2020 (PJ) 

Domestic demand (residential, 
commercial) 

454 23 9 

Domestic demand (gas-fired 
power generation) 

85 3 13 

LNG (export) 1 401 72 31 

Total 1 940  29 
Source: Australian Energy Market Operator (AEMO) 33 

 
29 ACCC, Gas inquiry 2017–2025 interim report, January 2021, pp. 54 and 58. 
30 ACCC, Gas inquiry 2017–2025 interim report, January 2021, pp. 54 and 58. 

31  Petajoule. 
32 Percentages may not add up to 100 due to rounding. ACCC, Gas inquiry 2017–2025 interim report, 

January 2021, p. 21. 
33 Percentages may not add up to 100 due to rounding. Australian Energy Market Operator (AEMO), 

2021 Gas Statement of Opportunities report figures and data: Figure 5, 29 March 2021 (accessed 12 July 
2021). 

https://www.aemo.com.au/energy-systems/gas/gas-forecasting-and-planning/gas-statement-of-opportunities-gsoo
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3.24 The ACCC reported that the supply risks facing the gas market over the 
medium term have increased, although there is expected to be sufficient 
supply to meet domestic and export demand in 2021. 34 In July 2021 the ACCC 
forecast that the demand outlook for 2022 'is the most finely balanced' it has 
seen across its previous reports with deteriorating conditions and forecast 
reduced supply.35 The Australian Energy Market Operator (AEMO) similarly 
forecast a decrease in southern supply.36 

3.25 The ACCC reported the risk of a gas shortfall in the southern states from 2022, 
with declining options to address the shortfall,37 unless: 

 more exploration and development occurs in the south, including into more 
speculative resources; 

 more investment occurs in north-south transportation infrastructure to 
allow greater volumes from Queensland and the Northern Territory to flow 
south; and/or 

 one or more LNG import terminals are developed.38 

3.26 Globally, Australia's Chief Economist expects demand for gas to rise, as do 
others, with growth forecast to recover after the impacts of COVID-19.39 
However, given the large scale expansion of LNG capacity, import demand is 
expected to fall short of export supply capacity through to 2023.40 Low-cost 
producers, particularly in Qatar and Russia, are expected to significantly 
increase their export capacity beyond 2023,41 with a well- or even over-
supplied market potentially reducing gas prices, affecting returns for higher 
cost producers, such as Australia. 

3.27 On a positive note, the ACCC found potential new sources of gas and gas 
infrastructure which—while not yet approved—may address uncertainties in 
the longer term, although progress on securing supply was not as advanced as 
it had expected.42 The ACCC also observed that: 

 
34 DISER, Gas reservation issues paper, October 2020, p. 9. 

35 Chemistry Australia, Submission 53, p. 2; ACCC, Gas inquiry 2017–2025 interim report, July 2021 , 
p. 6. 

36 DISER, Gas reservation issues paper, October 2020, pp. 6–8; Gas inquiry 2017–2025 interim report, 
July 2021, p. 6. 

37 DISER, Gas reservation issues paper, October 2020, p. 9. 
38 ACCC, Gas inquiry 2017–2025 interim report, January 2020, p. 28; ACCC, Gas inquiry 2017–2025 

interim report, January 2021, p. 7. 

39 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, p. 64  (accessed 
9 August 2021); see also: Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 53. 

40 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, pp. 64 and 68. 
41 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, p. 68. 

42 ACCC, Gas inquiry 2017–2025 interim report, January 2021, pp.7–8. 

https://publications.industry.gov.au/publications/resourcesandenergyquarterlyjune2021/documents/Resources-and-Energy-Quarterly-June-2021.pdf
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…many [commercial and industrial, or C&I] users have also expressed 
doubts that these projects will result in meaningful downward pressure on 
prices. Some users believe LNG import terminals may result in domestic 
customers permanently paying gas prices based on the amount 
international customers, without access to domestic gas reserves, are 
willing to pay. There is also concern that supply from LNG import 
terminals may expose C&I users to international currency and oil price 
risks. 43 

Longer-term demand outlook 
3.28 Uncertainty has been a factor in the market over recent years with the 

Commonwealth Scientific and Industrial Research Organisation (CSIRO) 
warning in 2017 that: 

…the energy mix of the future is not predictable. Technological and 
regulatory uncertainty looms large in this equation. Rapidly falling costs of 
gridscale solar photovoltaics, energy storage technology (including 
batteries) and electric vehicles are likely to influence the future energy 
market. Future regulations in the area of GHG management could 
stimulate this shift … they have the potential to decrease demand for oil 
and gas … 

… [A] rapid decarbonisation of the energy sector could completely 
undermine the ostensible role of gas as the bridge to a zero-carbon 
future—a potentially large risk for the Australian gas export  industry.  In 
the face of such uncertainty, the sector would be remiss to take a 'business 
as usual' approach. 44 

3.29 The RBA also warned of uncertainty around the speed and manner of global 
transition towards net zero emissions and the impacts of renewable energy 
technology, possibly posing risks to Australia's oil and gas exports.45 
Australia's commitment to net zero emissions by 2050 in late October 202146 is 
expected to accelerate changes, as illustrated by Figure 3.4 

  

 
43 ACCC, Gas inquiry 2017–2025 interim report, January 2021, p. 74. 
44 Commonwealth Scientific and Industrial Research Organisation (CSIRO), Oil and gas roadmap, 

October 2017, p. xii (accessed 12 August 2021). 

45 Jonathan Kemp, Madeleine McCowage and Faye Wang, RBA, 'Towards Net Zero: Implications for 
Australia of Energy Policies in East Asia', Bulletin, September 2021 (accessed 22 September 2021). 

46 Georgia Hitch, 'Government promises to cut emissions to reach net zero by 2050 under new 
climate change plan', ABC News, 26 October 2021 (accessed 29 October 2021). 

https://www.csiro.au/-/media/Do-Business/Files/Futures/RoadmapOilGasFull.pdf
https://www.rba.gov.au/publications/bulletin/2021/sep/towards-net-zero-implications-for-australia-of-energy-policies-in-east-asia.html
https://www.rba.gov.au/publications/bulletin/2021/sep/towards-net-zero-implications-for-australia-of-energy-policies-in-east-asia.html
https://www.abc.net.au/news/2021-10-26/government-commits-to-net-zero-by-2050-climate-deal/100565254
https://www.abc.net.au/news/2021-10-26/government-commits-to-net-zero-by-2050-climate-deal/100565254


74 
 

 

Figure 3.2 Australian LNG exports scenario—annual 

 
Jonathan Kemp, Madeleine McCowage and Faye Wang, RBA, 'Towards Net Zero: Implications for Australia of 
Energy Policies in East Asia', Bulletin, September 2021 (accessed 22 September 2021). 

3.30 In 2020 the International Energy Agency (IEA) forecast a decline in gas 
demand by the world's advanced economies by 2040 for the first time, 
countered by a 30 per cent increase in global demand from South-East Asia. 
The IEA also noted that global demand would continue to rely heavily on 
policy support for gas—such as air quality regulations or restrictions on more 
polluting fuels—as well as significant investment in new gas infrastructure.47 

3.31 However, the IEA also noted considerable uncertainty in the market, with 
growth dependent on the policies of India and China, as well as China and 
Australia's trade relations, and cooling demand from Japan as a result of 
nuclear and renewable energy sources and emissions reductions targets.48 

3.32 The RBA noted that many of Australia's LNG customers—such as China, 
South Korea and Japan—have pledged to reduce greenhouse gas emissions to 
net zero by 2050 and that this and other international regulatory changes will 
influence demand for Australian gas exports and thus domestic prices in the 
longer term.49 

3.33 The central bank has also forecast that industrial gas demand, which accounts 
for the largest proportion of domestic gas use on the east coast, is unlikely to 
increase materially going forward. Demand for gas for gas-fired electricity 
generation is also being challenged by renewable energy and storage and shifts 

 
47 Stuart Elliott, 'IEA cuts 2040 global gas demand forecast, sector facing 'significant' uncertainty' , 

S&P Global Platts, 13 October 2020 (accessed 9 August 2021). 

48 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, pp. 64–65. 
49 RBA, 'Understanding the East Coast Gas Market', Bulletin, March 2021, p. 87. 

https://www.rba.gov.au/publications/bulletin/2021/sep/towards-net-zero-implications-for-australia-of-energy-policies-in-east-asia.html
https://www.rba.gov.au/publications/bulletin/2021/sep/towards-net-zero-implications-for-australia-of-energy-policies-in-east-asia.html
https://www.spglobal.com/platts/en/market-insights/latest-news/natural-gas/101320-iea-cuts-2040-global-gas-demand-forecast-sector-facing-significant-uncertainty
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in investor and consumer preferences. Just six per cent of Australians rank gas 
as their preferred energy source, with 19 per cent ranking gas in their top three 
preferences.50 

3.34 There have been calls to fast track Australia's energy transformation, with the 
Business Council of Australia (BCA) recommending that Australia's 
decarbonisation commence with the electricity grid, as an enabler of 
decarbonisation across 'virtually all other sectors of our economy'.51AEMO has 
reported on the growing electrification of energy sources in the transportation, 
commercial and industrial sectors, with growing investments in renewables,52 
but further investments in electricity network integration and transmission 
needed.53 

3.35 Ai Group told the committee that it expects global gas demand to contract: 
… the most plausible outcome of intensifying global efforts to fight climate 
change is a substantial long term contraction in global gas demand, 
making production-maximisation less attractive. 54 

3.36 Mr Bruce Robertson from the Institute for Energy Economics and Financial 
Analysis (IEEFA) agreed, describing it in these terms: 

… with climate commitments globally, we're beginning to see the collapse 
of the gas market and the LNG market internationally. 'Collapse' is not  a 
word I use lightly, but that's what we're seeing … So Australia is not a low-
cost producer, and we will struggle in this environment of declining 
demand and increasing competition from Qatar.55 

Is there a gas supply problem? 
3.37 Some witnesses told the committee that there is without question a gas supply 

problem, however others claimed that the problems are due to poor 
government policy and wider market operation issues. 

3.38 Chemistry Australia, in particular, drew attention to the implications of higher 
gas prices for the manufacturing industry, telling the committee that: 

For more than a decade, domestic manufacturers have highlighted the lack 
of forethought given to the impacts of Australia exporting decades of gas 

 
50 Audrey Quicke, The Australia Institute, Climate of the Nation 2021: tracking Australia's attitudes 

towards climate change and energy, 2021, p. 12. 

51 BCA, Achieving a net zero economy, October 2021, p. 23 (accessed 12 October 2021). 
52 AEMO, 2021 Inputs, Assumptions and Scenarios Report, 2021, pp. 8 and 12 (accessed 11 August 2021). 
53 'TransGrid report says renewables transition is speeding up', Energy Source and Distribution, 

11 August 2021 (accessed 11 August 2021); Clean Energy Council, Clean Energy Report, 2021, p. 56  
(accessed 11 August 2021). 

54 Ai Group, Submission 42, p. 9. 
55 Mr Bruce Robertson, Energy Finance Analyst, Gas/LNG, IEEFA, Proof Committee Hansard, 

20 August 2021, pp. 18–19. 

https://d3n8a8pro7vhmx.cloudfront.net/bca/pages/6612/attachments/original/1633693581/BCA_Achieving_a_net_zero_economy_-_9_October_2021.pdf?1633693581
https://aemo.com.au/-/media/files/major-publications/isp/2021/2021-inputs-assumptions-and-scenarios-report.pdf?la=en&hash=F3FEB4E71CA451A31E2251DC06DF5FDA
https://esdnews.com.au/transgrid-report-says-renewables-transition-is-speeding-up/
https://assets.cleanenergycouncil.org.au/documents/resources/reports/clean-energy-australia/clean-energy-australia-report-2021.pdf
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reserves, balanced against its domestic requirements. These have resulted 
in a range of unintended consequences now being managed by 
manufacturers. 56 

3.39 Meanwhile, the Australian Manufacturing Workers' Union (AMWU) put the 
east coast gas market problems firmly at the feed of poor policy: 

The domestic gas market has demonstrably failed—the prices that are 
paid. The ACCC's most recent report is damning. There is a complete 
policy failure in the market conditions that surround the provision of gas 
and the distribution of gas on the eastern seaboard. There's no competition. 
It hasn't and doesn't work properly, and it continues to be a market 
failure. 57 

Gas hoarding 
3.40 Some large industrial gas users have suggested that retention lease 

arrangements have enabled operators to hoard gas. They have advocated for a 
'use it or lose it' policy for leases, with leaseholders required to relinquish titles 
if production is not commenced.58 

3.41 However, the PC believes that gas companies are already incentivised to 
maximise their profits and extract gas reserves, and that that 'use it or lose it' 
mechanisms may not result in additional supply if costs are more than users 
are prepared to pay. This may see the gas directed to exports, and 
disincentivise investment in exploration activities.59 

3.42 Conversely, the United States Studies Centre draws attention to the Obama 
Administration 'use it or lose it' policies to boost oil and gas production:  

The Responsible Federal Oil and Gas Lease Act, a bill brought before Congress 
in 2008, sought to strengthen the mechanisms in the US that incentivise 
efficient development of oil and gas reserves for the benefit of the public.  
Applying insights from the US experience with retention lease reform in 
Australia could facilitate increased competition in the market for 
developing national oil and gas reserves, provided such measures are 
applied in such a way as to minimise investment deterrence.60 

Lack of competition and supply 
3.43 Some submissions cited insufficient competition between the major retailers—

AGL, Energy Australia and Origin Energy—and overcharging by pipeline 
owners as the principal factors contributing to the high cost of gas. The ACCC 

 
56 Chemistry Australia, Submission 53, p. 3. 
57 Mr Tegg, National Director of Policy, Australian Manufacturing Workers' Union (AMWU), Proof 

Committee Hansard, 27 August 2021, p. 9. 
58 PC, Submission 5, p. 5. See, for example: United States Studies Centre, University of Sydney, 

Submission 8, p. 3; Chemistry Australia, Submission 53, p. 4. 

59 PC, Submission 5, p. 5. 
60 United States Studies Centre, Submission 8, p. 4. 



77 
 

 

concurred, concluding that lack of competition and overcharging by pipeline 
owners are factors in the high cost of gas, stating.61 

In our view, some of the LNG exporters have not clearly demonstrated 
compliance with the Heads of Agreement … while the Heads of 
Agreement does not expressly require prices to align with the ACCC's 
LNG netback price series, due to the magnitude of the difference, we are 
concerned that some offers appear not to have been made on 'competitive 
market terms.'62 

3.44 Supply is not the issue claimed the Australian Workers' Union (AWU), rather 
lack of transparency and 'cartel-like' behaviour are behind east coast gas 
market issues.63 

3.45 However, AGL Energy explained a number of issues affecting the supply of 
domestic gas including declining production in existing fields (in particular 
Victoria's Gippsland, Bass and Otway Basins), out dated gas pipeline contracts, 
insufficient pipeline capacity from Queensland, and practical inability to 
reverse the direction of gas flow using existing infrastructure.64 The ACCC65 
and AGL66 advocated for increasing supply to the east coast market through 
the introduction of new market participants, increased production or gas 
import. 

3.46 Mr Wolfgang Fischer submitted that additional exploration needs to occur to 
boost domestic gas volumes, with extensive opportunities still available and 
ready to be exploited, in particular by local, junior explorers who may be more 
ready to supply to a domestic market.67 

Linkage with international markets 
3.47 Some submitters68 argued that issue linkage of the east coast gas market to 

international markets not supply, is the issue. Lock the Gate Alliance thought 
that high domestic gas prices were the result of three factors: 

 
61 ACCC, Gas inquiry 2017–2025 interim report, July 2021, pp. 7 and 41. See also: Chemistry Australia , 

Submission 53, p. 3. 
62 Chemistry Australia, Submission 53, pp. 2–3. 
63 Mr Daniel Walton, National Secretary, AWU, Proof Committee Hansard, 27 August 2021, p. 13. 

64 AGL Energy Pty Ltd, Submission 21, p. 2. 
65 ACCC, Submission 46, p. 2. 
66 AGL Energy Pty Ltd, Submission 21, p. 2. 

67 Mr Wolfgang Fischer, Submission 15, pp. 3–4. 
68 See, for example: Lock the Gate Alliance, Submission 14, pp. [5, 11]; The Australia Institute, 

Submission 26, p. 4; CICTAR, Submission 28, p. 2; AMWU, Submission 10, pp. 3–4; 
Mr Wolfgang Fischer, Submission 15, p. 2. 
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 linking of the Australian market to the historically more expensive north 
Asian market and consequently world prices;  

 redirection of domestic gas resources overseas to fulfil long term supply 
contracts; and  

 cartel-type behaviour by gas companies.69 

3.48 DISER did not agree with this view, advising that the three LNG exporters do 
not supply the majority of the gas provided to the east coast gas market.70 

3.49 Submitters noted that while eastern Australia gas production had tripled since 
2015, east coast domestic gas prices had also tripled over the same period. 
They argued for increased regulation rather than increased production, 
advising that any further increases in gas production will only result in more 
exports.71 

3.50 Mr Rod Sims, Chairman of the ACCC, was of the opinion that gas companies 
had mislead governments over the benefits of exporting gas: 

So I think the gas industry as a whole certainly has to carry a lot of  blame 
for the mess. And it is a mess that we are in; the companies that are closing 
down and [then] the trouble this is causing for Australian manufacturing 
and Australian jobs. 

The gas companies assured governments that the local market  would be 
fine, that prices wouldn't go up. And that turned out not to be the case.72 

3.51 The AWU believes that problems caused by gas exports were compounded by 
'monumental public policy failure by regulators, domestic industry 
participants, and politicians of all persuasions'73 with the approval of multiple 
gas export projects.74 

  

 
69 Lock the Gate Alliance, Submission 14, p. 10. 
70 DISER, Answer to question on notice BI-169, Senate Budget Estimates 2020–21, 6 November 2020 

(received 10 December 2020); 
71 Lock the Gate Alliance, Submission 14, pp. [5, 11]; The Australia Institute, Submission 26, p. 4; 

CICTAR, Submission 28, p. 2. 

72 Stephen Long, 'Gas giants misled governments and it is costing Australian jobs, ACCC boss says' , 
ABC News Australia, 27 February 2020 (accessed 13 September 2021); see also: 
Mr Michael Cosgrave, Executive General Manager, Infrastructure Regulation Division, ACCC, 
Proof Committee Hansard, 28 February 2020, p. 3. 

73 AWU, Submission 39, p. 18. 
74 Mr Tegg, AMWU, Proof Committee Hansard, 27 August 2021, p. 9; see also: Ai Group, Submission to 

the Senate Economics References Committee inquiry into Australia's manufacturing industry, Submission 
68, p. 32. 

https://www.abc.net.au/news/2020-02-27/gas-giants-misled-governments-accc-boss-rod-sims-says/12004254


79 
 

 

Lower gas prices and more expensive production 
3.52 Mr Robertson of the IEEFA argued that the decrease in global long-term gas 

prices had affected profit margins of the main gas producers in Australia and 
that increasing domestic gas prices is one way for them to offset these losses.75 

3.53 The IEEFA argued that the gas export market was premised on the production 
of cheap unconventional gas, but that this gas has ended up being more 
expensive than expected. It believes that gas exporters have retained the 
expensive gas for the domestic market and exported the cheaper sources of 
supply.76 Mr Robertson said that the gas lobby 'love talking about shortages 
because it gives them the excuse to artificially inflate the price of domestic 
gas'77 leaving consumers to effectively subsidise gas companies.78 

3.54 The ACCC and the Curtin University Sustainable Policy Institute also 
concluded that Australia has largely already developed its known low-cost gas 
field. The Institute noted that declining gas quality is also contributing to more 
expensive production and higher prices for consumers.79 It observed: 

Already gas quality issues in particular higher embodied contents of inerts 
particularly CO₂ and N₂ contents are impacting on the design and 
efficiency of production facilities as well as environmental performance, 
which point to less return for proponents and higher prices for consumers.  

The industry strategy is changing as they look to exploit smaller fields, 
indicating that new long-term supply will be more expensive and in more 
difficult locations and with poorer quality, or indeed not in Australia. The 
FLNG [floating liquefied natural gas] technology is a direct response to 
this trend to add flexibility for the industry.80 

  

 
75 IEEFA, Towards a domestic gas reservation in Australia, July 2019, p. 4; Bruce Robertson, IEEFA, 

IEEFA update: The staggering cost of gas in Australia: A dozen fast facts, 15 July 2021, 
https://ieefa.org/the-staggering-cost-of-gas-in-australia/ (accessed 14 September 2021). 

76 IEEFA, Towards a domestic gas reservation in Australia, July 2019, pp. 9–10. See also: Lock the Gate 
Alliance, Submission 14, p. [5]. 

77 Callum Foote, 'Gas Myths: Australians pay 7th highest prices in world despite being biggest gas  
exporter', Michael West Media, 26 July 2021. 

78 Bruce Robertson, 'Why fracking Narrabri is no solution for cheaper energy or cutting emissions' , 
The Sydney Morning Herald, 7 February 2020 (accessed 12 August 2021). 

79 ACCC, Gas inquiry 2017–18 interim report, July 2019, p. 70. 

80 The submission further states: 'This last modelling clearly identifies the impact of resource quality 
on Australia's emissions in significant direct emissions as well as indirect ones due to the energy 
requirements to remove this waste steam from the ultimate product'. 

 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, pp. 56 and 71. 
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Declining development and production 
3.55 Wood Mackenzie observed that the era of large LNG projects in Australia 

appears to be over. Newer projects are not competitive with overseas projects, 
for example in Qatar and the US, and there are market uncertainties.81 

3.56 In 2019 the Department of Industry, Innovation and Science (DIIS) observed 
that oil and gas production was in decline. It thought that in the future there 
would be fewer integrated facilities, more incremental expansion of existing 
infrastructure, that projects would more likely feature back- and in-fill 
development, and that much of this development would be smaller, more 
isolated and/or more technically complex, resulting in lower efficiency, 
development delays and stranded fields.82 

3.57 Recent reporting by the Chief Economist appears to have borne out these 
concerns, at least on the NWS where production is expected to decline as gas 
fields are depleted, there have been delays in initiating backfill projects due to 
complex commercial arrangements and high capital costs, and investment 
decisions have been deferred due to weak LNG markets.83 

3.58 In 2020 decisions about the future of more than $80 billion of new LNG 
projects were put on hold as a result of uncertainties relating to climate 
change, COVID-19 and other emerging risks.84 Figures from March 2021 
showed that quarterly spending on offshore petroleum exploration dropped 
14 per cent to round one quarter of what it was in March 2015.85 

 
81 Daniel Mercer and Nathan Morris, As the world's largest producer and $300 billion of new plants, 

has Australia hit peak LNG?, 22 June 2021 (accessed 9 August 2021). 
82 DIIS, Submission 37, pp. 6–7. 

83 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, p. 71. 
84 Adam Morton, 'From Covid-19 to climate: what's next after the global oil and gas industry crash?', 

The Guardian, 12 July 2020 (accessed 9 August 2021). See also: Office of the Chief Economist, 
DISER, Resources and Energy Quarterly, June 2021, p. 72; see also: Tony Wood and Guy Dundas, 
The Grattan Institute, Flame out: the future of natural gas, November 2020, p. 9 (accessed 
9 August 2021). 

85 ABS, Mineral and Petroleum Exploration, Australia, March 2021, 1 June 2021 (accessed 9 August 2021). 
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Chapter 4 
Improving oil and gas transparency and 

accountability 

4.1 This chapter considers mechanisms aimed at improving benefit through oil 
and gas transparency and accountability, in particular, through information 
and data transparency. 

Improving data transparency 

Data to stimulate exploration and development 
4.2 Australia's strategic approach is outlined in the National Resources Statement 

and Action Plan and commits the government to '[opening] up new industries 
and resources regions', with a focus on exploration and basin development.1 

4.3 The emphasis on exploration and development continues a long history of oil 
and gas exploitation in Australia.2 In a 2015 review into the Offshore 
Petroleum Resources Management Framework, the Department of Industry, 
Innovation and Science (DIIS) highlighted the need to stimulate exploration 
and to improve the timeliness and efficiency of development and production.3 

De-risking exploration 
4.4 Since at least 1970, the Australian Government has provided a range of data to 

industry,4 free of charge or at very low cost to reduce risk and encourage 
exploration and investment in the Australian resources sector.5 This approach 
is supported by the Productivity Commission (PC), which characterises the 
information provision as a public good that helps attract private investment to 

 
1 Department of Industry, Innovation and Science (DIIS), National Resources Statement, 2019,  

pp. 31–32 (accessed 13 October 2021). 
2 John A P Chandler, Public duties on the disposal of Australia's non-renewable resources: the case for 

regulatory reform, 2020, Centre for Mining, Energy and Natural Resources Law, Law School, 
The University of Western Australia, p. 6 (accessed 15 July 2021). 

3 DIIS, Offshore Petroleum Management Review: Interim Report, November 2015, p. v. 

4 Professor Clinton Fernandes, Submission 3, p. 1. 
5 Professor Fernandes, Submission 3.1, p. 1. See also: Ms Lisa Gropp, Commissioner, Productivity 

Commission (PC), Proof Committee Hansard, 20 August 2021, p. 27. 
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Australia.6 Pre-competitive geophysical data is provided in other jurisdictions 
including the United Kingdom (UK), Canada and New Zealand.7 

4.5 Since the 1990s there have been multiple attempts to improve resource data at 
a national level.8 In 2018 the Resources 2030 Taskforce recommended a holistic, 
long-term Resources Data Strategy focussed on improving the scope and 
management of geoscience data and a national environmental and heritage 
repository to enable improved decision making, transparency and data access.9 
This recommendation was accepted by states and territories and work to 
support a Resources Data Strategy commenced in 2019. A scoping study was 
completed in 2020.10 

4.6 Geoscience Australia (GA) told the committee of the success of this model for 
the oil and gas industry: 

… one of the key comments we keep getting about why we have a 
competitive advantage in Australia is that it is because we make this data 
freely available, so it keeps us competitive in a global sense.  

So the global resources industry look to us and think Australia [i]s a 
fantastic model because we can get access to this freely available data to 
make investment decisions that are global. 

I don't think we would get that investment as much if  we didn't make it  
available, because we've seen overseas that, where countries decide to 
charge for the data, there's a drop off in the exploration. 11 

4.7 GA added that the data they provide de-risks oil and gas exploration and 
benefits the wider economy: 

Through that science base and evidence base we de-risk and we provide a 
basis of surety to allow investment to occur, with the hope that, when they 
do their exploration and they identify a resource, they identify a resource 
that is economically viable, goes through into development and then adds 
those benefits to the economy.12 

 
6 PC, Submission 5, p. 2. See also: Professor Fernandes, Submission 3, pp. 1–2. 
7 Geoscience Australia (GA), Answer to question on notice, Senate Economics References 

Committee inquiry into Australia's oil and gas reserves public hearing, 28 February 2020, p. 1 
(received 2 April 2020). 

8 Department of Industry, Science, Energy and Resources (DISER), Answer to question on notice BI-
116, Senate Budget Estimates 2020–21, 29 October 2020 (received 10 December 2020); 

9 DISER, Answer to question on notice BI-115, Senate Budget Estimates 2020–21, 29  October 2020 
(received 10 December 2020). 

10 DISER, Answer to question on notice BI-116, Senate Budget Estimates 2020–21, 29  October 2020 
(received 10 December 2020); 

11 Dr Andrew Heap, Chief of Resources Division, GA, Estimates Hansard, 24 October 2019, p. 86. 
12 Ms Kristina Anastasi, Head of Advice, Investment Attraction and Analysis Branch, Minerals 

Energy and Groundwater Division, GA, Proof Committee Hansard, 28 February 2020, p. 10. 
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4.8 These data sets are acquired either through specific government-funded 
initiatives, or by making use of the large volumes of open data that have been 
submitted by industry and held by GA,13 with costs for geological surveys 
shared with other jurisdictions.14 

4.9 GA noted in their evidence that the information-gathering powers of GA itself 
are limited but that there is the potential for this role to be expanded: 

… notwithstanding the value to government, industry and the public of 
national resources inventories that Geoscience Australia complies, while it  
may be viewed that Geoscience Australia is possibly the only government 
agency that is positioned to produce a national inventory, it is important to 
highlight that we currently actually have no authority to compel 
companies or regulators to report this data on which these aggregated 
national estimates are based.15 

4.10 Witnesses noted a number of areas where improvements could be made. The 
PC's review of resources sector regulation observed that there was room to 
improve data transparency, including in relation to exploration data, but on 
occasion data should not be released: 

Resources projects [including oil and gas] generate rich data and 
information about geological formations and the quality of resources, 
heritage sites, threatened species, groundwater assets and more. While 
much is collected, relatively little is made publicly available. In some cases, 
there are good arguments to limit access. For example, incentives to 
explore would be weakened by requirements to release private geoscience 
data early in the life of projects and the location and nature of Indigenous 
heritage sites are often highly sensitive. But more generally, the release of 
collected data would reduce duplicated effort and unnecessary costs for  
proponents, and promote outcomes monitoring. Digital technologies 
would support the relatively low cost collection and management of data 
and information.16 

4.11 Professor Clinton Fernandes submitted that the public funding of geological 
surveys and petroleum resource studies meant that 'the Australian public 
bears the costs and risks of investment while the benefits accrue 
disproportionately to small groups in control of vast concentrations of wealth 
and influence'. 

4.12 However, GA emphasised that the data they provide is a public resource, 
available to be utilised by both major and minor operators who 'may have 

 
13 Ms Anastasi, GA, Proof Committee Hansard, 28 February 2020, p. 9. 
14 Ms Anastasi, GA, Proof Committee Hansard, 28 February 2020, p. 11. 

15 Ms Anastasi, GA, Proof Committee Hansard, 28 February 2020, p. 9. 
16 PC, Resources Sector Regulation: Productivity Commission Study report overview, November 2020, p. 21 

(accessed 21 October 2021). 
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more niche capability to develop and identify new resources'.17 GA highlighted 
the benefits of its pre-competitive data in supporting investment in Australia's 
oil and gas industry, with flow on effects to revenue, employment, business 
and infrastructure.18 Moreover, it highlighted the importance of its offshore 
pre-competitive program to environmental and marine management, as well 
resource management and carbon capture, utilisation, and storage (CSSU).19 

4.13 GA told the committee that a 2019 study by ACIL Allen examined the benefits 
of GA data and its likely return on investment to the Australian Government—
with returns for selected projects estimated at between $92 million and 
$632 million—well in excess of the cost of the programs.20 The report also 
found that the estimated benefit of taxpayer funded programs to private 
companies was in the range of $446 million to $2.5 billion.21 

Review of pre-competitive data 
4.14 A 2015 review highlighted the value of GA's precompetitive information and 

suggested it be broadened to better match industry requirements. During the 
review, stakeholders suggested the work could be better aligned with acreage 
release and industry exploration strategies and that the base of the work could 
be expanded to provide greater attention to frontier areas more quickly. It was 
suggested GA and industry should collaborate on geoscientific activities 
including on regional geological studies, provenance studies, tectonic 
framework studies, and geochemical studies.22 

4.15 The review identified three emerging issues: 

 the opportunities for new exploration technologies to explore for sub-sea 
floor resources; 

 increasing costs and a move to deeper water exploration—affecting the risk 
appetites and work programs of oil and gas companies; and 

 
17 Dr Thomas Bernecker, Director of Energy Resources Advice and Promotion, GA, Proof Committee 

Hansard, 28 February 2020, p. 11. 
18 GA, answer to question on notice, Senate Economics References Committee inquiry into 

Australia's oil and gas reserves public hearing, 28 February 2020, pp. 2–3 (received 2 April 2020). 
19 GA, answer to question on notice, Senate Economics References Committee inquiry into 

Australia's oil and gas reserves public hearing, 28 February 2020, pp. 3–4 (received 2 April 2020). 
20 Ms Anastasi, Head of Advice, Investment Attraction and Analysis Branch, Minerals Energy and 

Groundwater Division, GA, Proof Committee Hansard, 28 February 2020, p. 11. 

21 ACIL Allen, Exploring for the future program: return on investment, 24 December 2019, pp. i–ii 
(accessed 23 September 2021). 

22 DIIS, Offshore Petroleum Management Review: Interim Report, November 2015, pp. 11–12. 

https://ecat.ga.gov.au/geonetwork/srv/eng/catalog.search


85 
 

 

 a changed focus to finding in-fill resources for existing projects, and the 
search for new major resources in frontier areas, leading to a decline in 
overall offshore exploration effort.23 

4.16 Several long-term trends were observed including: fewer wells being drilled, 
higher success rates, smaller hydrocarbon finds, and greater attention on 
mature areas to reduce risk and costs.24 

4.17 The review found that the government had to ensure that the regulatory and 
policy regime reflects the 'realities of offshore exploration in the 21st century'—
primarily the need to attract new exploration to maintain a healthy project 
pipeline. The government undertook to de-risk exploration through better 
geoscience information, provide greater operational flexibility in lightly 
explored areas, and streamline the acreage release process.25 Further, industry 
and GA were encouraged to engage on GA's forward data and interpretation 
programs, to further identify and support complementary activities.26 

4.18 The subsequent Exploring for the Future program is designed to examine 
resource availability in 'frontier regions' where companies typically do not 
undertake exploration due to high risks. In 2016 the government invested 
$100.5 million in the project over four years. In June 2020 the government 
expanded the program for another four years with a further $125 million in 
funding—bringing the total investment to $225 million.27 

4.19 In March 2021 eight new projects were announced, including two projects 
directly relevant to oil and gas exploitation: 

 Australia's Future Energy Resources—with an initial focus on central 
Australian basins, this project will investigate and map prospective 
conventional and unconventional hydrocarbon resources, including 
evaluating enhanced oil recovery technology to produce residual oil zones 
with associated capture and storage of CO₂; and 

 Australia's Resources Framework—a continental-scale project to improve 
the knowledge of Australia's subsurface geology.28 

4.20 The information collected through the Exploring for the Future program will be 
made publicly available free of charge with the intention of 'de-risking' the 

 
23 DIIS, Offshore Petroleum Management Review: Interim Report, November 2015, p. 10. 

24 DIIS, Offshore Petroleum Management Review: Interim Report, November 2015, p. 11. 
25 DIIS, Offshore Petroleum Management Review: Interim Report, November 2015, p. 11. 
26 DIIS, Offshore Petroleum Management Review: Interim Report, November 2015, p. 12. 

27 GA, Exploring for the future, https://www.ga.gov.au/eftf (accessed 15 July 2021). 
28 The Hon Keith Pitt MP, Minister for Resources and Water, 'Unlocking the potential of central-west 

Australia', Media Release, 4 March 2021 (accessed 22 September 2021). 
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activity.29 Data from the petroleum wells application is currently being 
transitioned to the Exploring for the Future portal.30 

Well, samples, seismic and survey data 
4.21 The National Offshore Petroleum Titles Administrator (NOPTA) collects 

exploration data—including wells, sample, seismic and survey data—
submitted by companies under a memorandum of understanding.31 

4.22 GA is contracted to assist NOPTA with the compliance assessment of this data 
and securely stores data and samples on behalf of NOPTA while they are in 
the confidential period. Once this period expires the data is released publicly 
by GA and integrated into its pre-competitive data holdings.32 

4.23 During 2020–21 NOPTA conducted a benchmarking survey of data submitted 
since 2016.33 It considered the timeliness and completeness of submissions as 
well as the usability of the data (consistency and format) and company 
responsiveness (level of compliance activity to resolve any arising issues).  

4.24 Overall, it found that the data had improved since 2016, but that quality had 
dropped since its peak during 2018–19.34 Consequently this is an area of 
ongoing focus for NOPTA. 

4.25 But Australia may not be utilising its data successfully. Some estimates show 
that operators are currently using less than one per cent of data being collected 
at the well. Achieving exploration efficiencies is possible through the 
improvement data including through autonomous collection (for example of 
seismic data), especially in frontier basins, more detailed pre-competitive 
datasets which can be analysed through artificial intelligence or even crowd 
sourcing, to better locate and understand resources prior to drilling, improving 
drilling accuracy, identifying low water options and reducing the exploration 
footprint.35 
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16 July 2021). 

33 NOPTA, Annual Report of Activities 2020–21, 2021, p. 50 (accessed 5 October 2021). 

34 NOPTA, Annual Report of Activities 2020–21, 2021, p. 50 (accessed 5 October 2021). 
35 Commonwealth Scientific and Industrial Research Organisation (CSIRO), Oil and gas roadmap, 

October 2017, pp. 40–42 and 44 (accessed 12 August 2021). 
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ACIL Allen Review 
4.26 As part of the department's review of the Offshore Petroleum and Greenhouse Gas 

Storage (Resource Management and Administration) Regulations 2011 
(RMA Regulations), ACIL Allen was contracted to review data policies and 
regulations, reporting in December 2020.36 One of the key recommendations 
was that the Department of Industry, Science, Energy and Resources (DISER) 
use the findings of their report to develop a framework that would (amongst 
other things) 'make data made publicly available as early as possible, aligned 
with the Australian Government's open data policy, while maintaining an 
appropriate balance between commercial and public interests'.37 The review 
highlighted the importance of provision of information and that market failure 
does not occur through asymmetric provision of information and inequity or 
unfairness, negatively impacting on the maximisation of benefit from 
Australia's oil and gas reserves.38 

4.27 ACIL Allen observed, in relation to the regulations, that the objectives of the 
highly prescriptive and complex information management elements are not 
clear: 

… some information has been made permanently confidential and release 
of other information has been delayed for various periods ranging up to 15 
years. These limitations on release of information suggest that those who 
made the regulations perceived the existence of positive and negative 
effects on petroleum and greenhouse gas storage activity of mandated 
release of privately generated information, and considered that a trade-off 
was required between mandated release of privately generated 
information and leaving generation and dissemination of information to 
market forces.39 

4.28 Significantly, the review found that the reasons for current accessibility 
settings are unclear and at odds with the government's open data policy: 

A sound economic [or ethical40] justification could not be found for 
retention of the practices supporting permanent confidentiality of some 
forms of exploration/assessment information and delays to public release 

 
36 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 

cover page (accessed 29 October 2021) provided as DISER, Answer to question on notice IQ21-57, 
Senate Economics References Committee inquiry into Australia's oil and gas reserves, 20  August 
2021 (received 28 October 2021). 

37 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
p. i (accessed 29 October 2021). 

38 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
pp. 2–3, 6 (accessed 29 October 2021). 

39 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
p. 37 (accessed 29 October 2021). 

40 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
p. 45 (accessed 29 October 2021). 
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of other information beyond the elapse of sufficient time for  explorers to 
analyse and interpret data, and write up the results … the cost [of delaying 
release of information] is the resource misallocation associated with 
external costs of asymmetric information and reduction of benefits to the 
community from the public good nature of exploration information.41 

4.29 The review found that this information would be valuable to other 
explorers, reducing exploration risk and improving competition in future title 
bidding rounds would result in 'high expected revenue to government from 
cash bidding'. The review also found that there are various policy measures 
which can be used to address information-related market failures and that they 
intersect in different ways to support or undermine wider oil and gas policy.42 

4.30 The report recommended the prompt release of private sector petroleum and 
greenhouse gas storage information (with some minor exceptions), with 
government support for early-stage exploration in frontier areas, and cash 
bidding for relatively unconditional titles in order to help prevent the 
misallocation of resources, prevent market and policy failures, decrease 
information asymmetries and generally to 'improve the performance of 
information policy in terms of effectiveness, economic efficiency and equity'.43 

4.31 Stakeholders supported less prescriptive, more objective-based regulations, 
and some emphasised the need for requirements to be clearly defined and for a 
greater emphasis on quality assurance by regulators. Stakeholders also 
advocated for the addition or change of aspects relating to data ownership 
after submission, intellectual property, definitions relating to confidential data, 
improved data standards and compliance monitoring and better consistency 
between petroleum and greenhouse gas (GHG) data release provisions. 44 

4.32 In relation to basic and interpretive information, the review found that 
economic rationale for the differing retention periods could not be found and 
that there was broad consensus for retaining confidentiality for just two to 
three years to create an appropriate balance between the interests of those who 
acquired the data and the broader public interest.45 

  
 

41 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
pp. iii and 41 (accessed 29 October 2021). 

42 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
pp. 45, 80 and 82 (accessed 29 October 2021). 

43 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
pp. iii, iv, 11, 31 and 37 (accessed 29 October 2021). 

44 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
pp. 38–39, 41 and 56 (accessed 29 October 2021). 

45 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
p. 47 (accessed 29 October 2021). 
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Performance data 
4.33 Increasingly, companies are expected to be able to reliably report and predict 

their performance data, including failures and breakdowns. This could enable 
them to anticipate maintenance and repairs—reducing costly downtime. 
Improved information flows through the entire supply chain are also expected 
to optimise business and better match supply with demand.46 

4.34 A number of submissions pointed to the importance of improving the 
availability of public reporting of oil and gas data and access to joint venture 
meetings, given it is a public resource.47 According to one submitter, the 
Callaghan Review had to purchase data from an industry consultant because 
the government did not have the data necessary to evaluate the petroleum 
resource rent tax (PRRT).48 

4.35 As noted by the Organization for Economic Cooperation and Development 
(OECD), open data is one of the primary ways that countries can counteract 
corruption in the extractives sector, ensuring accurate transfer pricing risk 
assessment, assisting enforcement, monitoring compliance, and enabling 
public scrutiny and ensuring that the recovery of oil and gas is optimised.49 

Production data 
4.36 In Australia, the RMA Regulations describe the treatment of different types of 

data, with the aim of protecting confidential data, while enabling the 
management and exploitation of oil and gas resources.50 

4.37 In other jurisdictions such as South Australia and Queensland, this data is 
freely available51 with production reports available six months after 
reporting.52 Mr Robert Cook noted that Australia's offshore confidentiality 
restrictions make it impossible 'for third parties … to know how efficiently 

 
46 CSIRO, Oil and gas roadmap, October 2017, p. 45 (accessed 12 August 2021). 
47 See, for example: Centre for Mining, Energy and Natural Resources Law, Submission 11, p. 10; 

Lock the Gate Alliance, Submission 14, p. 12; Publish What You Pay, Submission 33, p. 3; 
Mr Boyd Milligan and Professor Peter Newman, Curtin University Sustainable Policy Institute 
(CUSP Institute), Submission 38, p. 41. 

48 Lock the Gate Alliance, Submission 14, p. 4. See also: ATO, Answer to question on notice 40, Senate 
Additional Estimates 2018–19, 21 February 2019 (received 25 March 2019). 

49 Publish What You Pay, Submission 33, pp. 2–3. 
50 GA, Answer to question on notice BI-88, Senate Budget Estimates 2021–22, 4 June 2021  (received 

16 July 2021). 

51 OFM Consulting, Submission 35, p. 3. 
52 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 

pp. 46 and 65 (accessed 29 October 2021). 
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operators have exploited Australia's oil resources' and to verify efficiency 
claims by operators.53 

4.38 This view concurs with the findings of the PC's review of resources sector 
regulation, which found that data should be more transparent. It cited NSW 
regulations as leading practice: 

There is no case for a major reform of the Australian pre competitive 
geoscience arrangements given the quality of the information is highly 
regarded. However, the coverage of geoscience databases could be further 
improved, for instance, by all jurisdictions adopting sunset confidentiality 
periods for public release of private exploration and production reports 
prior to the end of the tenure of a project. The public benefits of open 
access to exploration information must be balanced against the private 
incentives to explore.54 

4.39 In the UK monthly field production data is disclosed after two months, with 
detailed daily well production data available after the cessation of 
production.55 In 2020 the UK published daily production figures from wells 
which had ceased production, some with production figures dating back over 
40 years. The media release conveyed the importance of this data, with 
engineers and academics expected to use the data to identify CCUS sites and 
areas which may still be productive—scrutiny critical to maximising economic 
recovery and lowering emissions.56 

4.40 DISER currently publishes monthly estimates of petroleum production, taking 
the data from a range of sources including consultant reports with trade data 
and Australian Bureau of Statistics (ABS) data.57 Companies are encouraged to 
report gas production voluntarily. This is similar to the United States (US) 
Energy Information Administration, which provides jurisdiction level 
production estimates on a monthly basis.58 

 
53 OFM Consulting, Submission 35, p. 2. 
54 PC, Resources Sector Regulation: Productivity Commission Study report overview, November 2020, p. 35  

(accessed 21 October 2021). 
55 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 

p. 70 (accessed 29 October 2021). 
56 Oil and Gas Authority (UK) (OGA), 'Daily well production figures will help MER UK and net zero 

goal', Announcement, 11 September 2020 (accessed 23 September 2021). 

57 DISER, Answer to question on notice BI-98, Senate Budget Estimates 2021–22, 4 June 2021 
(received 16 July 2021). 

58 GA, Answer to question on notice BI-229, Senate Budget Estimates 2021–22, 4 June 2021 (received 
16 July 2021). 
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4.41 Monthly natural gas production in the east coast market is published by the 
Australian Energy Market Operator (AEMO), including data sourced from 
NOPTA and Western Australia (WA).59 

4.42 GA does not currently have role in receiving resource and production data 
during the production phase. However, it does receive and publish de-
identified and aggregated offshore data from NOPTA at the basin level.60 
NOPTA routinely receives production data from oil and gas companies and 
also makes decisions about the confidentiality and release of the data, under its 
legislative framework.61 Similarly, GA holds other information in custody for 
the National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA) and sources other published data.62 

4.43 In response to questions on notice DISER advised the committee that monthly 
production reports are not considered to be 'excluded information' under the 
RMA Regulations, however they may be kept permanently confidential where 
NOPTA considers it appropriate. This includes where NOPTA considers the 
information to be a trade secret or where the disclosure would or could be 
reasonably expected to adversely affect the entity's business, commercial or 
financial affairs.63 

4.44 Senator Rex Patrick went to some lengths to determine why production data, 
which is freely available in other jurisdictions, is deemed confidential for 
Australian offshore projects.64 He was given a variety of responses: 

Some of that data in its substance is confidential as a consequence of 
legislation. 65 

 
59 Dr James Johnson, Chief Executive Officer, GA, and Dr Heap, GA, Economics Legislation Committee 

Hansard, 4 June 2021, pp. 12 
60 See, for example: NOPTA, Annual Report of Activities 2020–21, 2021, pp. 45–46 (accessed 

5 October 2021); see also: Dr Johnson and Dr Heap, GA, Economics Legislation Committee Hansard, 
4 June 2021, pp. 12–13 and 16; Ms Marie Illman, General Manager, Offshore Resources  Branch, 
Resources Division, DISER, Proof Committee Hansard, 20 August 2021, p. 3; GA, Answer to question 
on notice BI-229, Senate Budget Estimates 2021–22, 4 June 2021 (received 16 July 2021). 

61 Dr Johnson and Dr Heap, GA, Economics Legislation Committee Hansard, 4 June 2021, pp. 12–13; GA, 
Answer to question on notice BI-88, Senate Budget Estimates 2021–22, 4 June 2021 (received 
16 July 2021); Mr Graeme Waters, General Manager, NOPTA, Economics Legislation Committee 
Hansard, 4 June 2021, p. 65. 

62 GA, Answer to question on notice BI-89, Senate Budget Estimates 2021–22, 4 June 2021  (received 
16 July 2021). 

63 DISER, Answer to question on notice BI-117, Senate Budget Estimates 2021–22, 4 June 2021 
(received 16 July 2021). 

64 See, for example: Senator Rex Patrick, Senate Economics References Committee, Proof  Committee 
Hansard, 20 August 2021, p. 12. 

65 Mr David Fredericks, Secretary, DISER, Economics Legislation Committee Hansard, 4 June 2021, 
pp. 31. 

https://www.nopta.gov.au/_documents/NOPTA-Annual-Report-of-Activities-2020-21.pdf
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when we took over the regime—that is, the establishment of NOPTA—on 
1 January 2012, the resource management regulations were already in 
place within a framework. I work within the regime that has been 
provided. That, at that time, called for production reports to be kept 
permanently confidential, and I have kept that in accordance with policy 
and all the rest of it.66 

I am sorry that I am unable to enlighten you as to the genesis of  why that 
occurred. It predates my appointment and may well have its genesis way 
back under a previous regime. I regret that I can't enlighten you any 
further. 67 

… it is to do with competitive advantage for the companies. We operate on 
the principle that we are like any other company that might get access to 
information, so there is no preferential treatment provided. We only get 
access to information when it becomes public. Otherwise it remains the 
property of NOPTA.68 

The established operators prefer their operations to remain confidential 
because of the competitive edge it provides but it does nothing to 
encourage a healthy Australian oil and gas industry or ensure recovery of 
Australia's oil and gas reserves are optimized for the benefit of 
Australians. 69 

… one should definitely report to regulators as required under the 
legislation that governs the activity under which you undertake it. 
Transparency is something that would be set down by the government of 
the day in terms of what would be required.70 

It's probably the way it was set up. Big oil probably liked to have it  that  
way. It's better for them.71 

4.45 Senator Patrick contended that information about a public resource should be 
public, telling the Senate that: 

It makes no sense to me that this data would be made confidential. You 
have to remember that this information is about our resources, about the 
Australian taxpayers' resources. Companies claim that it's commercially 
confidential, but—you know what?—when companies come along and 
say, 'I want to extract your oil and gas resources,' there's a price to that, 
and one of those prices is transparency. It's not commercial information. 72 

 
66 Mr Waters, NOPTA, Proof Committee Hansard, 20 August 2021, p. 12. 
67 Mr Waters, NOPTA, Economics Legislation Committee Hansard, 4 June 2021, p. 66. 

68 Dr Johnson and Dr Heap, GA, Economics Legislation Committee Hansard, 4 June 2021, p. 13. 
69 OFM Consulting, Submission 35, pp. 2–3. 
70 Mr Andrew McConville, Chief Executive, Australian Petroleum Production and Exploration 

Association (APPEA), Proof Committee Hansard, 27 August 2021, p. 3. 

71 Mr Bob Cook, OFM Consulting, Proof Committee Hansard, 27 August 2021, p. 20. 
72 Senator Patrick, Proof Senate Hansard, 24 August 2021, p. 13. 
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4.46 Its review report, ACIL Allen observed that the terms 'trade secret' and 
information which if made available would adversely affect a company's 
affairs have not been defined, and that the regulations provide no further 
guidance as to factors which should be considered when deciding whether 
information is deemed permanently confidential.73 

4.47 However, ACIL Allen found that Australia's rationale for keeping this data 
confidential was flaky: 

Explanations of long lags in releasing non-exclusive information are more 
common, but typically terse, vague and unconvincing. 

Time lags chosen by governments often appear to have been based on 
what other jurisdictions have done, rather than on any analysis of the 
economics of exploration and assessment, and the economic characteristics 
of information. Consequently, there has been domestic and international 
convergence on information release rules that lack any solid analytical 
foundation. 74 

4.48 The review also found that, in relation to the release of production reports 
there was considerable variability across Australian jurisdictions.75 The report 
concluded that publication of the bulk of the information in the reports is in 
the public interest, with certain financial and commercial information 
redacted. One of the stakeholders stated: 

Production data can be useful in exploration, appraisal, and development, 
for example, to validate recovery factors used in prospect assessments. 
There would be some benefit to production data being released in a timely 
and consistent manner.76 

4.49 Furthermore, the review found that production reports would also provide the 
regulator with sufficient data to ensure that rehabilitation and remediation 
liabilities 'are understood and managed appropriately to minimise the public's 
exposure to risks and costs'.77 State governments also strongly supportive of 

 
73 DISER, Answer to question on notice BI-117, Senate Budget Estimates 2021–22, 4 June 2021 

(received 16 July 2021); ACIL Allen, Offshore resources information regime: review of policy and 
regulations, 21 December 2021, p. 45 (accessed 29 October 2021). 

74 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
p. 74 (accessed 29 October 2021). 

75 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
p. 76 (accessed 29 October 2021). 

76 DISER, Answer to question on notice BI-117, Senate Budget Estimates 2021–22, 4 June 2021 
(received 16 July 2021). 

77 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
p. 55 (accessed 29 October 2021). 
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the early release of production data, arguing that the community has a right to 
know how its resource is being used.78 

4.50 ACIL Allen found that a more open approach to a wider range of information, 
would be beneficial: 

There do not appear to be any sound economic or ethical reasons for  the 
Government to support permanent confidentiality of most of the 
information in the last four of the six categories of currently excluded 
information (except to the extent it pertains to the technical qualif ications 
and financial resources of applicants for, and holders of titles)[relating to 
re-evaluation of commercial viability of production n a lease area, reports 
on discoveries, title assessment reports and field development plans]. 
Indeed, it is not apparent why this information should not be released 
promptly. The information in these categories would be valuable to other  
explorers and would facilitate better informed activities.79 

4.51 In May 2021 the Offshore Petroleum and Greenhouse Gas Storage (Regulatory 
Levies) Amendment Bill 2021 was introduced into Parliament to address 
ongoing and trailing liabilities, specific decision-making criteria and expanded 
information-gathering powers. However, data transparency measures 
proposed by Senator Patrick were not supported by the Coalition or Labor, 
with the government advising that: 

… as part of the review process for the regulations, we will continue to 
work in relation to providing that data, but these changes need to be 
undertaken through a proper consultative process … if you are going to 
deliver changes that are going to deliver real improvements in data 
transparency, they be undertaken through a robust process so we do not 
have unintended consequences as a result of putting through something 
that has not been drafted to the level that would satisfy both the 
government and, clearly, the opposition. We also need to bring the 
industry along to make sure we understand the implications for  them as 
well. 80 

4.52 Senator Murray Watt advised the chamber that Labor was not prepared to 
support recently proposed amendments to the release of data given that they 
'could have unintended consequences for the safety of these projects and the 
environment'.81 

 
78 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 

p. 46 (accessed 29 October 2021). 
79 DISER, Answer to question on notice BI-117, Senate Budget Estimates 2021–22, 4 June 2021 

(received 16 July 2021). 

80 Senator the Hon Anne Ruston, Proof Senate Hansard, 24 August 2021, p. 15. 
81 Senator Murray Watt, Proof Senate Hansard, 24 August 2021, p. 14. 
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4.53 Both Chevron82 and Mr Cook advised the committee that they had no concerns 
about safety in relation to the release of production data, with Mr Cook noting 
that keeping the information confidential may in fact increase safety risk: 

There's absolutely no reason why it shouldn't [be released].  Keeping the 
information confidential or restricted almost causes safety risk, I  think. It  
doesn't enhance safety.83 

4.54 INPEX had no objections to the release of the monthly production reports and 
Mr Cook supported their release: 

There's absolutely no reason for it to be confidential. Once you've been 
granted a production licence you have the rights to produce the oil and 
you have all the protection you need. That's provided by the license; you 
don't need it to be confidential. 

… 

Why shouldn't we know how much oil we have left in the ground or how 
it's being produced? It's a nonsense. Elsewhere in the world you can get it , 
so why can't we get it here?84 

4.55 The Australian Manufacturing Workers' Union (AMWU) also supported 
making data available as widely as possible: 

…[it] believes that the public have a right to information that relates to 
projects that are being undertaken by the government. Too often 
commercial-in-confidence arguments are used to cover up 
underperformance or incompetence and hide information that is 
embarrassing to the government.  

Further, given the important oversight role played by the Senate, the 
AMWU believe that there should be virtually no limit on the information 
that should be provided to it upon request. Anything less is a contempt of 
this important institution. 85 

4.56 The Australian Petroleum Production and Exploration Association (APPEA) 
told the committee that data confidentiality and release was a matter for the 
government, as the owner of the oil and gas reserves.86 

4.57 The most recent Review of activities of the National Offshore Petroleum Titles 
Administrator found that while NOPTA holds valuable data it is unable or 
'perceived to be unwilling to share this data'. The review found that: 

 
82 Mr David Wawn, Chevron Australia, Answer to question on notice, 27 August 2021 (received 

23 September 2021). 
83 Mr Cook, OFM Consulting, Proof Committee Hansard, 27 August 2021, p. 20. 
84 Mr Bill Townsend, Vice President Corporate, INPEX, Proof Committee Hansard, 10 November 2021, 

p. 2; Mr Cook, OFM Consulting, Proof Committee Hansard, 27 August 2021, p. 19. 

85 Mr Warren Tegg, Australian Manufacturing Workers' Union (AMWU), Answer to question on 
notice, 27 August 2021 (received 29 September 2021). 

86 Mr McConville, APPEA, Proof Committee Hansard, 27 August 2021, p. 3. 
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Current settings are too conservative, and not pragmatic or supportive of a 
cohesive application of policy or regulation. There is a risk of disconnect of 
regulatory and policy application, missed policy improvement benefits, 
and inefficiencies with the current siloed approach. Exchange of data and 
information is the foundation of any successful partnership. We 
recommend that the Government identify and address these barriers, 
applying an outcome-based approach in determining the scope of data to 
be exchanged, whilst still protecting mandatory privacy and commercial 
sensitivity requirements.87 

4.58 The review also considered that data gathered through titles administration 
activities should be used more fully to inform policy development.88 

Efficiency and operation data 
4.59 At present NOPTA collects and reports on recovery efficiency anonymously by 

project or field and NOPTA 'seeks to maximise the level of petroleum recovery 
from each project', including through production monitoring, annual 
performance review meetings89 and assessments of particular projects to see 
how they are optimising recovery from an engineering, geological 
perspective.90These reports are confidential.91 

4.60 NOPTA has recently reviewed 57 major offshore gas fields and found a 
recovery factor of between 15 and 90 per cent, with lower recovery fields 
characterised by higher complexity, as illustrated by Figure 4.1.92 Data, 
obtained from titleholders, is held in the recently commissioned Field 
Benchmarking Database, with key datasets including: 

… field and reservoir properties, facilities data, development timelines and 
development costs. The Database also references reserves information, 
production data and estimated ultimate recovery, thereby allowing for 
quantified analysis and assessment of offshore gas fields in 
Commonwealth waters within a variety of subsurface, development, 
operational and commercial contexts. 

… The derived insights are practically useful and valuable for both 
titleholders and NOPTA, with the shared objective of delivering 

 
87 Deloitte Touche Tohmatsu for DISER, 2020 Review of activities of the National Offshore Petroleum 
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continuous improvement in optimum long-term recovery and good 
oilfield practice.93 

Figure 4.1 Offshore gas fields ranked by recovery factor 

 
Peter Tingate, Jodie Monro, Eric Pereira, Melanie Webb, and Roland Hamp 94 

4.61 However, NOPTA does not appear to require the collection and publication of 
well production efficiency data, including reservoir pressure,95 which can drive 
efficiency improvements by operators through benchmarking and often 
corresponds to lower emissions, for example by reducing leakages, flaring, 
reductions in gas used for production such as liquefaction.96 The UK, which 
publishes detailed production efficiency data has seen a 23 per cent 
improvement in efficiency since 2014 and a corresponding 10 per cent decrease 
in carbon emissions, per barrel of oil produced.97 

4.62 This process of measurement and improving efficiency has yielded benefits for 
operators also with the Oil and Gas Authority (UK) (OGA) reporting that: 

Evidence shows a reversal in the declining production potential trend 
coupled with a sustained decrease in production loss volumes in the UKCS 
[United Kingdom continental shelf]. This has yielded an increase in 
realised production in 2015, the highest since 2011 and a clear indicator of 
improved performance.98 
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4.63 The OGA has reduced the amount of data that it collects but also made it more 
useful, enabling its stewardship reviews more targeted and less burdensome, 
and more acceptable to operators.99 

4.64 GA advised the committee that it doesn't make any assessment as to whether 
resource recovering is maximised, beyond looking geologically at the 
prospective reserves versus what is actually produced.100 

4.65 There is also scope for operators to better use their data to improve 
performance—some estimates show that operators are currently using less 
than one per cent of the data being collected at the well. Achieving exploration 
efficiencies is possible including through autonomous collection (for example 
of seismic data), especially in frontier basins, and more detailed pre-
competitive datasets, which can be analysed through artificial intelligence or 
even crowd sourcing, to better locate and understand resources prior to 
drilling, leading to better outcomes.101 

4.66 The ACIL Allen review report noted that late-life or title-relinquishment data 
is not explicitly required by the current RMA Regulations. While stakeholders 
generally supported the collection and release of more data into the public 
domain, acknowledging that late field life data may become increasingly 
important for the evaluation of potential GHG storage sites and opportunities 
for enhanced oil recovery, they observed some issues.102 

Onshore oil and gas data 
4.67 While discussing data confidence in relation to oil and gas reserves, 

Dr Barry Bradshaw advised the committee that GA is confident in its data 
about existing and contingent reserves, it is uncertain in relation to frontier 
areas such as the Great Australian Bight and Bremer basin, as well as the 
extent and quality of onshore unconventional reserves. Dr Bradshaw advised 
that in this case GA needs well data in order to understand the geology, 
pressure, and potential size of the reserves.103 

4.68 GA advised that committee that it does not receive onshore field-level data 
from oil and gas companies, with this done at state or territory jurisdiction 
level.104 
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102 ACIL Allen, Offshore resources information regime: review of policy and regulations, 21 December 2021, 
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28 February 2020, p. 13. 
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Safety data 
4.69 The most recent Review of activities of the National Offshore Petroleum Safety and 

Environmental Management Authority recommended that the RMA Regulations 
explore mechanisms to gather more data from titleholders, including that 
relating to: 

… safety, well integrity, and environment related matters outside of 
current incident or accident reporting parameters to inform trends and 
predictive analytics.105 

4.70 Currently, the data that NOPSEMA receives is limited, with the majority of 
data and metrics relating to lag indicators on safety performance. The review 
found that there would be benefits in gathering additional data to improve 
regulation and inform trends and predictive analysis, particularly as the 
industry matures and becomes more complex.106 

Maximising return through improved data transparency 
4.71 A number of submitters recommended that oil and gas data confidentiality 

requirements be removed, and that the data be made freely available, 
preferably through a publicly available database, as is available in other 
jurisdictions.107 

4.72 Mr Kevin Morrison pointed to the challenges of compiling and analysing data 
from multiple agencies and sources, including across jurisdictions, in order to 
understand production, revenue and payments to government over time, but 
highlighted its benefits:108 

… we'd have a much more informed debate about energy if there was a 
better presentation of data. The energy data of production and 
consumption is spread across multiple agencies … If this was all gathered,  
like they do in the US, under their Energy Information Administration—if 
Australia had the equivalent—it would help inform both policymakers and 
the general public. 109 

4.73 Mr Boyd Milligan and Professor Peter Newman told the committee that it is 
difficult to hold the oil and gas industry to account without this data 
transparency: 

… it is impossible to be entirely accurate in investigating this industry as 
data on quantities and qualities of the feed gas, which incidentally belongs 
to the people of WA, and related emissions, which impact on the 

 
105 Deloitte Touche Tohmatsu for DISER, 2020 Review of activities of the National Offshore Petroleum 
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107 See, for example: OFM Consulting, Submission 35, p. 3; Mr Kevin Morrison, Submission 41, p. 4. 
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Australian people and their commitments, is kept confidential by most 
project proponents. We conclude that this secrecy increases in parallel with 
the growing awareness within the general community of the impact of 
GHG's will have on our lived environment. The industry thus appears to 
act as if there is something to hide.110 

4.74 Mr Cook advised the committee that transparency would have the added 
benefit of enabling parties other than the operator and NOPTA to review field 
plans and operations, enabling, for example, tertiary recovery potential to be 
assessed and extraction maximised.111 

4.75 Professor John Chandler submitted that changes to reporting and 
benchmarking could be used as an incentive and a means to drive performance 
improvements: 

As noted above, the OGA [Oil and Gas Authority (UK)] is taking 
benchmarking company performance to a new level. It publishes 
anonymised league tables for things like recovery, efficiency and operating 
cost which they then follow-up in stewardship reviews. This is both an 
extremely strong incentive for companies to improve performance, but 
also a means for them to improve ...112 

Oil and gas financial reporting 
4.76 Financial data, such as operator revenue, is hard to compile as internationals 

do not break down their Australian liquefied natural gas (LNG) revenue nor 
disclose profits from their LNG business.113 

4.77 Mr Mark Ogge from the Australia Institute explained the current issues and 
the importance of transparency to Australia's long-term interests: 

… there's a huge lack of transparency. There's so much that  we just  can't  
look at in terms of why they're paying such low PRRT, the production 
numbers from various projects and all that kind of thing. It's our resource;  
the Australian people's resource. There should be pans [sic] and 
transparency around that. We should be able to see how much they're 
producing, how much they're selling and how much tax they are paying 
on it. 114 

4.78 Strategic Sustainability Consultants and Global Goals Australia told the 
committee that financial transparency is essential to sustainable operations: 

… when considering economic, social and environmental sustainability of 
operations of oil and gas companies in Australia, Goal 16 must be 
addressed. Most notably, it is necessary to ensure transparency of 

 
110  Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 41. 
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organisations in the space, including industry bodies and trade unions. 
There must be an emphasis on the integration of anti-corruption systems, 
free from bribery and other such deals.115 

4.79 Professor Chandler advocated for improvements to address gaps in Australia's 
assurance model, including reviewing the economic viability of projects, for 
example through the field development plan approval.116 

4.80 Both Publish What You Pay117 and the Centre for International Corporate Tax 
Accountability and Research (CICTAR)118 advocated strongly for Australia to 
improve governance and strong data transparency in relation to oil and gas 
financial data, in particular through the adoption of the Extractive Industries 
Transparency Initiative (EITI) Standard for extractive resources.  

4.81 The standard promotes data transparency, inform its citizens and to reduce 
opportunities for corruption.119 Both submitters also advocated for mandatory 
disclosures of payments to government—such as those measures already in 
place in Canada and the European Union—and told the committee that 
transparency is an important basis to maximising public benefit and enabling 
the public to see whether they are benefiting: 

These two important measures [adoption of the EITI Standard and 
mandatory disclosures] are emerging global standards for transparency 
that Australia is failing to meet. Increased transparency increases the 
accountability of both corporations and governments to make sure 
resource exploitation provides public benefits in addition to corporate 
profits. At the moment, oil and gas companies operating in Australia are 
generating huge profits from Commonwealth resources with lit t le public 
benefit. 120 

4.82 Mr Clancy Moore of Publish What You Pay explained to the committee that 
Australia's inadequate levels of data transparency encourage corruption and 
aid some companies in avoiding their taxation responsibilities, while at the 
same time receiving public monies:121 

Australia should be a leader in good governance and addressing 
corruption risks in the oil and gas sectors. However, our standards of 
transparency lag way behind other OECD nations, including those with 
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large oil and gas reserves, like Canada and the UK, and even our 
neighbours, Timor-Leste and Papua New Guinea. To date, the government 
has chosen not to implement the Extractive Industries Transparency 
Initiative. This initiative is known as the gold standard for anticorruption 
and revenue transparency.122 

4.83 Mr Moore also told the committee that the Australian government has 
invested almost $26 million in supporting other countries to implement the 
EITI, but has not committed to implementing the standard itself.123 

4.84 DISER advised the committee that member countries report publicly on an 
annual basis: 

The EITI Standard requires information along the extractive industry value 
chain from the point of extraction, to how the revenue makes its way 
through the government and its contribution to the economy. This includes 
how licenses and contracts are allocated and registered, who the beneficial 
owners of those operations are, what the fiscal and legal arrangements are,  
how much is produced, how much is paid, where the revenue is allocated,  
and its contributions to the economy, including employment.124 

4.85 Furthermore, data would be reported at a project level and include both 
company and government data: 

… [it] would mean that participating companies would report on how 
much tax and royalties and other sector-specific payments they make to 
governments. Also, governments, both state and federal, would report on 
how much revenue they receive from companies. Importantly, the level of 
reporting that would be required also looks at project-level data.  This is 
really, really important, because it's often at the project level where 
corruption and tax noncompliance takes place. The EITI, as it's known, also 
includes reporting on contracts and, importantly, who holds exploration 
licences, and who are the ultimate beneficiaries of private oil and gas 
companies—who stands to benefit from gas projects.125 

4.86 DISER also told the committee that in 2016 the government agreed to 
implement the EITI, after an earlier successful pilot program and with strong 
industry support. A Multi Stakeholder Group (MSG) was established, and 
Australia was to have submitted a candidacy application in 2017. In 
September 2019 the government released an EITI gap analysis document 
prepared by KPMG, however this report has not been considered by the MSG, 
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nor responded to by the government. The MSG has not met since 
March 2019.126 

Disclosure of climate-related risks 
4.87 Institutional investors and activist shareholders are requiring greater 

transparency and disclosures from oil and gas companies in relation to asset 
and investment write-downs (including those resulting from climate-related 
factors), with greater risks for directors and officers.127 The Business Council 
(BCA) of Australia warned that bank and asset managers are demanding 
disclosure of investments in fossil fuels and that: 

In meetings with shareholders, BCA members report that environmental,  
social and governance (ESG) and specifically decarbonisation plans are no 
longer a separate or side issue, but have become core to investors' portfolio 
allocation decisions.128 

4.88 Australian investment losses in the oil and gas sector amounted to more than 
$18 billion during the first half of 2020, excluding losses recorded by privately 
held companies which do not have the same public disclosure obligations.129 

4.89 This is supported by observations of the market: 
 …as stranded asset risks in fossil fuels continue to rise, and fossil fuel 
share prices continue to decline, financial institutions are refining their 
ESG policy frameworks and increasingly taking a commercial line aimed at 
avoiding losing even more capital—be it debt, equity or via insurance 
losses. 130 

4.90 The committee heard from Mr Piers Verstegen, Director of the Conservation 
Council of WA, who advised that climate costs and risks and the benefits 
flowing from the oil and gas industry (discussed further in Chapter 6), had not 
been made sufficiently transparent and that more could be done: 

I think there's been a failure of transparency in relation to the costs that 
have been passed on to Australian taxpayers and the rest of the 
community from this industry and a lack of transparency about the actual 
benefits that are flowing. From what we know, the benefits are very small, 
and the costs are very large. Yes, I think any way you look at it this [oil and 
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gas] industry hasn't been good for Australia. But, going forward, the costs 
are increasing and the returns are decreasing. Many of the costs are 
deferred. They're deferred to future generations. They're deferred in 
relation to liability for remediation. Those costs will be borne in the future 
by taxpayers and by future generations. So, to the extent that  those costs 
are very, very significant, we need to be seriously looking at them now and 
getting a plan in place to scale down and wind back this industry, as is 
required to take action on climate change.131 

4.91 Strategic Sustainability Consultants and Global Goals Australia also called for 
improved climate transparency and assurance that companies are operating in 
accordance with the 17 global goals for sustainable development, including 
across operations and procurement activities. It submitted that: 

The Global Goals should be adopted by corporates in the oil and gas 
industry and reported on accordingly. It is the belief of the Global Goals 
Australia Campaign that the Australian Securities Exchange (ASX) include 
the Global Goals in their next revision of their Corporate Governance 
Principles and Recommendations. We also strongly encourage the 
Australian Government to work with the Australian Securities and 
Investments Commission (ASIC) to require all ASX-listed companies to 
report against the Global Goals in-line with the nation's commitment to the 
goals. 132 

4.92 Recognising the climate risks to the oil and gas industry (as discussed in 
Chapter 6) the Australian Prudential Regulation Authority (APRA) supports 
the recommendations of the Task Force on Climate-related Financial 
Disclosures (TCFD) which has developed a disclosure framework as a first 
step to addressing the data gap on climate risk. In Australia almost 60 per cent 
of ASX100 businesses disclose climate risks, with some jurisdictions (such as 
the UK and New Zealand) moving to make these disclosures mandatory.133 

4.93 APRA is currently developing its first non-binding cross-industry prudential 
practice guide on the management of climate-related financial risks. It will 
draw on aspects of the TCFD and other international initiatives and is expected 
to be finalised before the end of 2021. It has also commenced a series of 
Climate Vulnerability Assessments (CVAs) of Australia's major banks, with 
CVAs eventually being rolled out across the banking, insurance and 
superannuation sectors to improve the robustness of the financial sector.134 

4.94 ASIC has warned of climate risks to corporate governance, disclosure and 
breaches of duty of care and diligence for some time, stating that 'ASIC 
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considers that the law requires an operating and financial review to include a 
discussion of climate risk when it is a material risk that could affect the 
company's achievement of its financial performance.'135 

4.95 In 2019 it released updated guidance on climate change related disclosure to 
ensure directors are demonstrating they have met their legal obligations in 
considering, managing and disclosing all material risks that may affect their 
companies, including the risks arising from climate change.136 

4.96 In support of these concerns, a recent study of over 100 climate-exposed 
companies by Carbon Tracker and the Climate Accounting Project found that 
72 per cent of the 'world's largest corporate industrial greenhouse gas emitters' 
do not consider material climate issues in their financial statements and audit 
reports as required by accounting and auditing standards and expected by 
investors. Thirty-three per cent of the respondents were oil and gas companies. 
The authors stated: 

The implications of these findings are profound. The apparent lack of 
consideration of material, climate-related matters in the financials raises 
the prospect that those accounts, like the shadows on Plato's cave, are 
failing to reflect the true material, climate-related risks.137 

4.97 A number of companies operating in Australia were found to 'be exposed to 
climate concerns' including Exxon Mobil and Chevron who were deemed 
'significantly exposed' and Rio Tinto which was deemed to have 'some 
concerns.138 

4.98 The report called for companies to improve their governance and 
transparency, for regulators to review financial statements and audits, and 
consistency between corporate narrative reporting and financial statements 
and where necessary take enforcement actions, and for investors to 
communicate their expectations to companies and drive change through their 
ongoing engagement, voting and investment decisions.139 
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Gas market information 
4.99 Some commentators have noted that improved transparency in gas market 

data will help to deliver fairer and more efficient outcomes, with opportunities 
for more regular reporting and reporting of de-identified index of contract 
prices.140 

4.100 Some improvements have been made with the Australian Energy Regulator 
(AER) to take over the Australian Competition and Consumer Commission's 
(ACCC) role in publishing contract price data from 2025, reforms to the ACCC 
netback prices methodology and the implementation of a new Wallumbilla 
trading hub:141 

In previous reports, we have also recommended that all producers in the 
east coast and Northern Territory be required to publish information on 
their reserves and resources using a standardised reporting framework on 
the Natural Gas Services Bulletin Board. We understand that  changes to 
the legislative framework to give effect to this transparency measure are 
currently being considered by state, territory and Commonwealth Energy 
Ministers and, if agreed to, should be in place by 2022. 142 

4.101 However, a number of submitters told the committee that gas market 
transparency needs to be improved to drive better outcomes for consumers. 
For example, the Australian Workers' Union (AWU) highlighted current lack 
of transparency issues,143 Chemistry Australia advocated for ongoing reforms 
to improve transparency144 and Lock the Gate Alliance recommended that 
Australia regulate the domestic gas market with similar standards and rules to 
those used in the US, inclusive of 'disclosure rules that mandate reporting of 
average sales prices for oil and gas produced and average production costs for 
each operating gas field'. 145 
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Chapter 5 
Decommissioning oil and gas infrastructure 

Improving decommissioning accountability 

Death and taxes  
5.1 A significant issue facing all oil and gas producing facilities will be their 

eventual demise and decommissioning. This process, whether brought 
forward due to sudden changes because of climate change, or facilities 
reaching their natural end-of-life, has very significant risks not just for the 
operators but also for the taxpayer. 

Extent of liability 
5.2 The maintenance and decommissioning of structures, plant and equipment 

and wells and remediation of the environment can occur at any time in the life 
of a project to date, not just at the end of a project. Figure 5.1 shows the current 
maturity of Australia's oil and gas offshore industry. At this stage only a 
limited number of small decommissions have been completed,1 however, the 
number, size and complexity of such projects is expected to increase 
significantly from 2025.2 

Figure 5.1 Oil and gas industry and regulator maturation over time 

 
DISER, Enhancing Australia's decommissioning framework: for offshore oil and gas activities: 
consultation paper, December 2020, p. 2 (accessed 20 July 2021). 
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https://consult.industry.gov.au/offshore-resources-branch/offshore-decom/supporting_documents/EnhancingAustraliasdecommissioningframework.pdf
https://consult.industry.gov.au/offshore-resources-branch/decommissioning-discussion-paper/
https://parlinfo.aph.gov.au/parlInfo/download/publications/tabledpapers/2e458dcf-52d8-4acd-8da1-cd4e27ef59d9/upload_pdf/2020%20Review%20of%20Activities%20of%20the%20National%20Offshore%20Petroleum%20Titles%20Admi....pdf;fileType=application%2Fpdf
https://parlinfo.aph.gov.au/parlInfo/download/publications/tabledpapers/2e458dcf-52d8-4acd-8da1-cd4e27ef59d9/upload_pdf/2020%20Review%20of%20Activities%20of%20the%20National%20Offshore%20Petroleum%20Titles%20Admi....pdf;fileType=application%2Fpdf
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5.3 Estimates of the extent of the decommissioning liability vary. In 2017 the then 
current offshore decommissioning liabilities were estimated at more than 
US$21 billion over the following 50 years3 and in 2020 it was estimated that the 
costs of on- and off-shore decommissioning over the next 30 years would be 
US$49 billion.4 

Figure 5.2 Forecast decommissioning liability for offshore facilities in 
Australia between 2020 and 2050 

 
Deloitte Touche Tohmatsu for DISER, 2020 Review of activities of the National Offshore Petroleum Titles 
Administrator: report for the Minister for Resources, Water and Northern Australia, 2020, p. 23 (accessed 7 
September 2021). 

5.4 In March 2021 the Centre of Decommissioning Australia—part of National 
Energy Resources Australia (NERA), a not-for-profit company funded through 
federal, state and territory governments, industry and the science and research 
community—predicted that offshore decommissioning has an estimated 
liability of over US$40.5 billion ($55 billion) over 50 years with well plugging 
and abandonment, and pipeline removal comprising the majority of the spend. 
There are currently over 2 100 offshore oil and gas assets of varying size and 
complexity.5 Alternative modelling is also illustrated in Figure 5.2. 

 
3 DIIS, Discussion paper—decommissioning offshore petroleum infrastructure in Commonwealth waters, 

October 2018, p. 5 (accessed 22 July 2021). 
4 DISER, Enhancing Australia's decommissioning framework: for offshore oil and gas activities: consultation 

paper, December 2020, p. 3 (accessed 20 July 2021); see also Peter Milne, 'Australia 's  oil  and gas  
industry will create a $76B clean-up bill', BoilingCold, 14 May 2020 (accessed 22 July 2021). 

5 National Energy Resources Australia (NERA), A baseline assessment of Australia's offshore oil and gas 
decommissioning liability, [March 2021], pp. 3–4 and 6 (accessed 20 July 2021). 

https://parlinfo.aph.gov.au/parlInfo/download/publications/tabledpapers/2e458dcf-52d8-4acd-8da1-cd4e27ef59d9/upload_pdf/2020%20Review%20of%20Activities%20of%20the%20National%20Offshore%20Petroleum%20Titles%20Admi....pdf;fileType=application%2Fpdf
https://parlinfo.aph.gov.au/parlInfo/download/publications/tabledpapers/2e458dcf-52d8-4acd-8da1-cd4e27ef59d9/upload_pdf/2020%20Review%20of%20Activities%20of%20the%20National%20Offshore%20Petroleum%20Titles%20Admi....pdf;fileType=application%2Fpdf
https://consult.industry.gov.au/offshore-resources-branch/decommissioning-discussion-paper/supporting_documents/Decommissioning%20Discussion%20Paper.pdf
https://consult.industry.gov.au/offshore-resources-branch/offshore-decom/supporting_documents/EnhancingAustraliasdecommissioningframework.pdf
https://consult.industry.gov.au/offshore-resources-branch/offshore-decom/supporting_documents/EnhancingAustraliasdecommissioningframework.pdf
https://www.boilingcold.com.au/australias-oil-and-gas-industry-will-create-a-76b-clean-up-bill/
https://www.boilingcold.com.au/australias-oil-and-gas-industry-will-create-a-76b-clean-up-bill/
https://www.nera.org.au/Publications-and-insights/Attachment?Action=Download&Attachment_id=358
https://www.nera.org.au/Publications-and-insights/Attachment?Action=Download&Attachment_id=358
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5.5 Assets in the North Carnarvon and Gippsland basins comprise 74 per cent of 
the decommissioning spend, with around 51 percent of the decommissioning 
liability expected to occur between 2020 and 2030.6 

5.6 By way of comparison the Oil and Gas Authority (UK) estimated that 
decommissioning the UK's oil and gas assets would incur costs of between 
£45 billion ($83.9 billion) and £77 billion ($143.5 billion), primarily over the 
next 20 years. However, it considered the estimates to be highly uncertain, but 
more certain over time as the industry learns from its decommissioning 
experience.7 

5.7 In the US recent estimated decommissioning costs for the total removal of all 
3 000 offshore production facilities to be around US$38—$40 billion ($51.5–
$54.1 billion), with costs increasing at roughly 10 percent per annum.8 In 
addition, the cost of plugging the 2.6 million onshore wells in the US is 
estimated to be US$280 billion ($379 billion), excluding costs for the estimated 
1.2 million undocumented onshore wells. It has been suggested that US states 
have secured less than one percent of that amount in surety bonds, with a high 
risk that taxpayers will need to pick up the bill. Unconventional wells are 
anticipated to have even higher closure costs.9 

Australia's approach to decommissioning 
5.8 Australia's onshore decommissioning regulatory framework is established by 

the laws of individual states and territories. Generally, onshore sites are 
required to submit an operations plan which includes decommissioning, 
abandonment, and rehabilitation plans, with the operations expected to 
regularly update and revise their plans as needed.10 

 
6 National Energy Resources Australia (NERA), A baseline assessment of Australia's offshore oil and gas 

decommissioning liability, [March 2021], p. 7 (accessed 20 July 2021). 
7 An analysis of overseas decommissioning frameworks and liabilities was conducted as part of the 

initial consultation on decommissioning conducted by DISER. See DISER, Discussion paper—
Decommissioning offshore petroleum infrastructure in Commonwealth waters, October 2018, Annex II 
(accessed 22 July 2021). 

8 Ann Scarborough Bull & Milton S. Love, 'Worldwide oil and gas platform decommissioning: a  
review of practices and reefing options', Ocean & Coastal Management, Volume 168, 
1 February 2019, p. 279 (accessed 27 July 2021). 

9 Carbon Tracker, Billion dollar orphans: why millions of oil and gas wells could become wards of the state, 
September 2020, pp. 8, 21–22 (accessed 27 July 2021). 

10  Energy Information Australia, Decommissioning, https://energyinformationaustra lia.com.au/oil-
and-gas-explained/formation-and-extraction/decommissioning/ (accessed 27 July 2021); see a lso: 
Gareth Horne, Sophie Shiffman & Hannah Beaven, 'Australia: decommissioning in Austra lia—is 
Box the insurance market prepared?', Clyde & Co, 10 March 2020 (accessed 27 July 2021). 

https://www.nera.org.au/Publications-and-insights/Attachment?Action=Download&Attachment_id=358
https://www.nera.org.au/Publications-and-insights/Attachment?Action=Download&Attachment_id=358
https://consult.industry.gov.au/++preview++/offshore-resources-branch/decommissioning-discussion-paper/supporting_documents/Decommissioning%20Discussion%20Paper.pdf
https://consult.industry.gov.au/++preview++/offshore-resources-branch/decommissioning-discussion-paper/supporting_documents/Decommissioning%20Discussion%20Paper.pdf
https://www.sciencedirect.com/science/article/pii/S0964569118304484
https://www.sciencedirect.com/science/article/pii/S0964569118304484
https://carbontracker.org/reports/billion-dollar-orphans/
https://energyinformationaustralia.com.au/oil-and-gas-explained/formation-and-extraction/decommissioning/
https://energyinformationaustralia.com.au/oil-and-gas-explained/formation-and-extraction/decommissioning/
https://www.mondaq.com/australia/clean-air-pollution/901894/decommissioning-in-australia-is-the-insurance-market-prepared
https://www.mondaq.com/australia/clean-air-pollution/901894/decommissioning-in-australia-is-the-insurance-market-prepared
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5.9 Australia's offshore decommissioning framework is comprised of 
environmental, safety, well integrity, and waste dumping provisions in 
various acts and regulations.11 

5.10 Specifically, the Offshore Petroleum Decommissioning Guideline—first released 
January 2018 12—outlined the decommissioning principles relating to: 

 environmental, safety and well integrity outcomes; 
 decommissioning responsibilities; 
 when decommissioning should be considered; 
 complete removal as the base case, though other options could be approved; 

and 
 decommissioning prior to block(s) becoming vacant acreage.13 

5.11 DISER commenced a review of the decommissioning framework in 2018.14 

Box 5.1  Case study: selling mature oil and gas fields 
Selling mature oil and gas fields to late-life operators is likely to increase in 
Australian fields. For example, in 2019 ExxonMobil sought a buyer for all its Bass 
Strait oil and gas operations.15 

In 2016, Woodside Petroleum (and venture partner Talisman Energy) sold its 
mature Laminaria-Corallina venture in the Timor Sea to the Northern Oil and 
Gas Australia Pty Ltd (NOGA) group of companies. The deal included the 
Northern Endeavour production ship which was permanently moored at the oil 
field 550 kilometres north-west of Darwin. The price was not disclosed though 
speculation has suggested it was a 'peppercorn'.16 

Prior to the sale of late-life assets, the regulator, NOPSEMA, must be satisfied the 
buyer is capable of operating to the required standards and has sufficient bank-

 
11 Including: Offshore Petroleum and Greenhouse Gas Storage Act 2006 (OPGGS Act), Offshore Petroleum 

and Greenhouse Gas Storage (Environment) Regulations 2009, Offshore Petroleum and  Greenhouse Gas 
Storage (Safety) Regulations 2009, Offshore Petroleum and Greenhouse Gas Storage (Resource 
Management and Administration) Regulations 2011, Environment Protection (Sea Dumping) Act 1981 , 
and Environment Protection and Biodiversity Conservation Act 1999 (EPBC Act). 

12 DISER, Offshore petroleum decommissioning guideline, February 2020, p. [2] (accessed 22 July 2021). 

13 DISER, Discussion paper—Decommissioning, October 2018, pp. 11–14 (accessed 22 July 2021). 
14 DISER, Offshore oil and gas decommissioning framework: initial review (accessed 22 July 2021). 
15  Matthew Stevens, 'Big oil shaken by $200m Laminaria void', Financial Review, 25 November 2019  

(accessed 22 September 2021); Angela Macdonald-Smith, 'Exxon puts Bass Strait assets on the 
block', Financial Review, 18 September 2019 (accessed 22 September 2021). 

16  At the time, the Northern Oil & Gas CEO was Blaine Ulmer, formerly an executive of Premier Oil  
and Tap Oil. Sarah Thompson, Anthony Macdonald, Joyce Moullakis, 'Woodside ties  up Timor 
Sea oil sale', Financial Review, 3 May 2016 (accessed 22 September 2021); Matthew Stevens, 'Big oil  
shaken by $200m Laminaria void', Financial Review, 25 November 2019 (accessed 
22 September 2021). 

https://www.nopta.gov.au/_documents/guidelines/decommissioning-guideline.pdf
https://consult.industry.gov.au/offshore-resources-branch/decommissioning-discussion-paper/supporting_documents/Decommissioning%20Discussion%20Paper.pdf
https://www.afr.com/companies/energy/big-oil-shaken-by-200m-laminaria-void-20191125-p53dxl
https://www.afr.com/companies/energy/exxon-puts-bass-strait-assets-on-the-block-20190918-p52soq
https://www.afr.com/companies/energy/exxon-puts-bass-strait-assets-on-the-block-20190918-p52soq
https://www.afr.com/street-talk/woodside-ties-up-timor-sea-oil-sale-20160503-goklr3
https://www.afr.com/street-talk/woodside-ties-up-timor-sea-oil-sale-20160503-goklr3
https://www.afr.com/companies/energy/big-oil-shaken-by-200m-laminaria-void-20191125-p53dxl
https://www.afr.com/companies/energy/big-oil-shaken-by-200m-laminaria-void-20191125-p53dxl


111 
 

 

backed guarantees to cover the cost of field decommissioning and remediation.  
Media reported the regulator reviewed and approved the standing of the buyer.17 

The business model for late-life deals is companies like NOGA can make more 
money from a declining asset than a large company like Woodside because they 
carry fewer overheads. At the time of the sale, Woodside's projections suggested 
if the production rate was sustained, the project would generate sufficient cash 
flow to cover the cost of decommissioning, estimated at around $200 million. 
However, because the Northern Endeavour was not maintained to the standard 
required by NOPSEMA, production was unable to be maintained.18 

In January 2019, NOGA made a submission to DIIS' initial review into the 
offshore oil and gas decommissioning framework. In this submission it: 

• strongly opposed the government having the legislated ability to conduct 
assessments at any time of a titleholder's capacity to fulfil its obligations; and 

• opposed any requirement for industry to hold and demonstrate sufficient 
financial security to meet decommissioning costs.19 

On 18 July 2019, NOPSEMA suspended NOGA's production citing flaws in 
general systems maintenance, the fire protection systems, and corrosion 
management. It ordered immediate repairs estimated at around $50 million. This 
work was not done and NOGA placed itself and the ownership entity, Timor Sea 
Oil & Gas into voluntary administration. The administrator, KPMG, subsequently 
found the limited liability company that owned the remediation of Laminaria-
Corallina was insolvent and could not meet its financial obligations.20 

The media reported NOGA went into administration, incapable of fulfilling the 
financial guarantees that it must have made to the regulator to enable the 
ownership transfer in 2016.21 

In February 2020 the federal government stepped in to ensure the safety and 
security of the Northern Endeavour and rehabilitation of the field. 
Decommissioning was forecast to take several years and government set  aside 

 
17  Matthew Stevens, 'Big oil shaken by $200m Laminaria void', Financial Review, 25 November 2019  

(accessed 22 September 2021). 
18  Matthew Stevens, 'Big oil shaken by $200m Laminaria void', Financial Review, 25 November 2019  

(accessed 22 September 2021). 
19  Northern Oil & Gas Australia, Submission to Offshore oil and gas decommissioning framework—initial 

review, DIIS, January 2019 (accessed 10 January 2020). 

20  NOPSEMA, Direction—Section 574 to Timor Sea Oil & Gas Australia, 18 July 2019 (accessed 
22 September 2021). 

21  Matthew Stevens, 'Big oil shaken by $200m Laminaria void', Financial Review, 25 November 2019  
(accessed 22 September 2021). 
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https://consult.industry.gov.au/offshore-resources-branch/decommissioning-discussion-paper/consultation/view_respondent?uuId=2446408
https://consult.industry.gov.au/offshore-resources-branch/decommissioning-discussion-paper/consultation/view_respondent?uuId=2446408
https://www.nopsema.gov.au/sites/default/files/2021-03/A683466.pdf
https://www.afr.com/companies/energy/big-oil-shaken-by-200m-laminaria-void-20191125-p53dxl
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$75.344 million over two years for the program, including nearly $9 million to 
Woodside for the provision of expert advice. 22 The program was planned in 
phases: 

• Phase 1: decommissioning and disconnection of the facility from the subsea 
equipment 

• Phase 2: permanent plugging and abandonment of wells 

• Phase 3: removal of subsea infrastructure and remediation. 

In July 2021 the government sought expressions of interest for Phase 1 and 
repairs and maintenance are being undertaken to prepare the facility for 
decommissioning. 23 

Similarly, in 2016, Santos and Quadrant Energy sold the mature offshore Stag oil 
field in WA to a small and previously little-known company, Mitra Energy. 
Media reported the sale was US$10 million; one fifth of the original price it  had 
agreed in 2015 with Malaysia's Sona Petroleum in a deal that subsequently fell 
through. 24 

The field was acquired by Mitra's wholly owned subsidiary, Jadestone Energy 
(Australia) Pty Ltd and its application to operate the facility was accepted in 
December 2017, 25 with a licence for drilling an additional production well 
approved in 2018. Infield drilling is expected to push the production life of  the 
oilfield to 2024. 26 

In mid-September 2020 Jadestone reported an oil spill at the facility, estimated to 
be between 151 and 1 288 litres of oil, although some estimates put the spill at 
closer to 10 000 litres. As a result of NOPSEMA's investigation the company was 
not fined but was issued with directions, including the conduct of an engineering 
and operational review of the hose connecting the stag platform to offtake vessel,  
a review of its oil spill response training, testing of oil spill arrangements, and 
training to ensure its workers are trained in oil spill response actions.27 

 

 
22  DISER, Answer to question on notice BI-2, Senate Budget Estimates 2020–2021, 28  October 2020 

(received 10 December 2020). 
23  DISER, Decommissioning the Northern Endeavour, https://www.industry.gov.au/policies-and-

initiatives/decommissioning-the-northern-endeavour (accessed 27 July 2021). 
24  Sarah Thompson, Anthony Macdonald, Joyce Moullakis, 'Woodside ties up Timor Sea  oil  sa le' , 

Financial Review, 3 May 2016 (accessed 22 September 2021) 

25  NOPSEMA, Stag field operations, 13 December 2017 (accessed 23 September 2021). 
26  NS Energy, Stag oilfield redevelopment project, Western Australia, 

https://www.nsenergybusiness.com/projects/stag-oilfield-redevelopment-project-australia/ 
(accessed 27 July 2021). 

27  Paul Hunt, 'Jadestone slammed for underestimating oil spill off WA', Energy News Bulletin, 
8 December 2020 (accessed 5 October 2021); see also: DISER, Answer to question on notice BI-3 , 
Senate Budget Estimates 2020–2021, 28 October 2020 (received 10 December 2020). 
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https://info.nopsema.gov.au/environment_plans/401/show_public
https://www.nsenergybusiness.com/projects/stag-oilfield-redevelopment-project-australia/
https://www.energynewsbulletin.net/maintenance-shutdowns/news/1400843/jadestone-slammed-for-underestimating-oil-spill-off-wa
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The Walker Review 
5.12 While consultation on the decommissioning framework was underway, the 

Government initiated the Walker Review to investigate the matters leading to 
the administration and liquidation of the NOGA group of companies and the 
abandonment of the Northern Endeavour floating production storage and 
offtake facility.28 

5.13 The Government sought to understand how this occurred and to consider how 
best to minimise risks of a similar event reoccurring. Mr Steve Walker, a UK-
based expert with offshore regulation and industry experience, was appointed 
to head the review.  

5.14 The review examined the roles, responsibilities, and behaviours of the key 
stakeholders, including the NOGA group of companies, NOPSEMA, NOPTA 
and the Joint Authorities; and advised on potential reforms of the offshore oil 
and gas regulatory regime. 

5.15 Mr Walker found: 

 NOGA's financing, experience and reliance on a single asset as its only 
income source, presented challenges; 

 NOPSEMA took a strategic approach to managing environmental and 
safety concerns for the Northern Endeavour; and 

 NOPTA acted appropriately but that legislative limitations prevented it 
from acting on its concerns.29 

5.16 The review made nine recommendations to improve practices, policies and 
legislation; and the government committed to keeping the facility and 
surrounding environment safe pending a longer-term solution.30 

5.17 The department's decommissioning policy review and the Walker Review both 
identified the need for more transparency and government oversight for 
commercial transactions resulting in changes to ownership and/or control of a 
titleholder entity through a corporate merger, acquisition or takeover.31 The 
Walker Review observed that the limited application of trailing liability was 
inconsistent with comparable jurisdictions managing a mature industry and 

 
28 DISER, Independent review into the circumstances leading to the administration and liquidation of 

Northern Oil and Gas Australia (NOGA) (Walker review website), August 2020 (accessed 
26 July 2021). 

29 DISER, Walker review website (accessed 26 July 2021). 

30 DISER, Walker review website (accessed 26 July 2021). 
31 DISER, Offshore Petroleum and Greenhouse Gas Storage Amendment (Titles Administration and  Other 

Measures) Bill 2021, [April 2021], p. 2 (accessed 22 July 2021). 
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https://consult.industry.gov.au/offshore-resources-branch/opggs-amendment/user_uploads/overview---opggs-amendment-titles-administration-and-other-measures-bill-2021-pdf.pdf
https://consult.industry.gov.au/offshore-resources-branch/opggs-amendment/user_uploads/overview---opggs-amendment-titles-administration-and-other-measures-bill-2021-pdf.pdf
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both reviews identified the need to enhance trailing liability provisions to 
protect the interests of the broader community and taxpayers.32 

Regulatory activity 
5.18 Subsequently, and as a result of ageing oil and gas facilities and the 

abandonment of the Northern Endeavour the government stepped up its focus 
on decommissioning and associated compliance.33 

5.19 In 2019 the Minister for Resources and Northern Australia issued a statement 
of expectations to NOPSEMA, highlighting the need for an increased focus on 
decommissioning.  

5.20 Importantly, for any future projects NOPSEMA will be focussed on operators' 
plans for decommissioning from the very early states of a project, and they will 
expect decommissioning to be addressed in all permissioning documents.34 

5.21 The regulator is aware of increasing pressures on operators to reduce costs, 
especially when field production declines, but warned operators of their legal 
duties to maintain infrastructure and address issues such as corrosion and 
other structural damage.35 

5.22 In late 2020 the Hon Keith Pitt, MP, wrote to the Chair of ExxonMobil to clarify 
the Australian Government's ongoing expectations for the management of 
Gippsland Basin assets and potential sale, noting that the new owner/operator 
should have the appropriate financial and technical capacity and capabilities 
and that the government intended to hold ExxonMobil liable for any trailing 
liabilities.36 ExxonMobil subsequently stopped its reported sale to 
Beach Energy and exit from the Bass Strait.37 

5.23 Subsequently, in April 2021 NOPSEMA published its five-year 
Decommissioning Compliance Strategy and Plan to help operators understand 
its requirements for planning and implementing decommissioning work and 
related compliance actions.38 NOPSEMA told industry that: 

 
32 DISER, Offshore Petroleum and Greenhouse Gas Storage Amendment (Titles Administration and  Other 

Measures) Bill 2021, [April 2021], p. 4 (accessed 22 July 2021). 
33 NOPSEMA, Decommissioning, 12 May 2021, https://www.nopsema.gov.au/offshore-

industry/decommissioning (accessed 27 July 2021). 

34 NOPSEMA, Submission 52, p. 3. 
35 NOPSEMA, The Regulator, Issue 2 2021, p. 10 (accessed 5 October 2021). 
36 The Hon Keith Pitt MP, Minister for Resources, Water and Northern Australia, to 

Mr Darren Woods, Chair and Chief Executive Officer, ExxonMobil, correspondence sent 
12 November 2020, pp. 1–2. Released under the FOI Act. 

37 Peter Milne, 'Regulator blasts ExxonMobil's Bass Strait maintenance, orders huge 
decommissioning push,' BoilingCold, 20 May 2021 (accessed 26 July 2021). 

38 NOPSEMA, Submission 52, p. 2. 
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Our goal is to have decommissioning plans in place by 2023 for all facilities 
where property and equipment is no longer in use, and by 2025, property 
and equipment should be removed within five years of not being used and 
wells permanently abandoned within three years of ceasing production.39 

5.24 The long-standing legal requirement to remove all structures, equipment and 
property remains.40 However, equipment floating in the ocean must be 
removed within 12 months of a permanent end of operations, all wells are now 
required to be plugged and abandoned within three years of the end of 
production and the seabed cleared within two years after that.41 The 
requirements of the new decommissioning compliance strategy are intended to 
force operators to decommission sooner given the higher risks associated with 
delays.42 

5.25 NOPSEMA has also started to issue time-limited directions to operators.43 In 
May 2021 NOPSEMA ordered ExxonMobil and its partner BHP to plug and 
abandon 180 wells and dismantle 10 platforms in the Bass Strait by 
September 2027.44 ExxonMobil is also required to fix dangerous corrosion on 
two platforms.45 

5.26 NOPTA outlined the increasing engagement that occurs with operators as they 
enter the decommissioning phase, and NOPTA's interest in ensuring long-term 
optimum recovery from a field and avoiding the risk of 'premature 
decommissioning', where significant reserves are left in the field.46 

  

 
39 NOPSEMA, The Regulator, Issue 2 2021, p. 10 (accessed 5 October 2021). 
40 NOPSEMA, Decommissioning, 12 May 2021, https://www.nopsema.gov.au/offshore-

industry/decommissioning (accessed 27 July 2021). 
41 Peter Milne, 'Oil and gas producers to start paying up to $1B to decommission the Northern 

Endeavour', BoilingCold, 29 June 2021 (accessed 27 July 2021). 

42 Peter Milne, 'Regulator calls time on delays to $52B offshore oil and gas decommissioning', 
BoilingCold, 21 April 2021 (accessed 27 July 2021). 

43 See, for example: Peter Milne, 'Regulator blasts ExxonMobil's Bass Strait maintenance, orders huge 
decommissioning push,' BoilingCold, 20 May 2021 (accessed 26 July 2021); Paul Hunt, ' Exxon 
forced to decom Bass Strait by 2027', Energy news bulletin, 20 May 2021 (accessed 26 July 2021); 
Peter Milne, 'Oil and gas producers to start paying up to $1B to decommission the Northern 
Endeavour', BoilingCold, 29 June 2021 (accessed 27 July 2021). 

44 Peter Milne, 'Oil and gas producers to start paying up to $1B to decommission the Northern 
Endeavour', BoilingCold, 29 June 2021 (accessed 27 July 2021); Peter Milne, 'Regulator blasts 
ExxonMobil's Bass Strait maintenance, orders huge decommissioning push,' BoilingCold, 
20 May 2021 (accessed 27 July 2021). 

45 Peter Milne, 'Regulator blasts ExxonMobil's Bass Strait maintenance, orders huge 
decommissioning push,' BoilingCold, 20 May 2021 (accessed 27 July 2021). 

46 Mr Waters, NOPTA, Proof Committee Hansard, 20 August 2021, p. 13. 
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Industry approaches to decommissioning 
5.27 APPEA described the closing down and rehabilitation phases of a project, 

which can take place over two to 10 years. It characterised this phase as having 
increasing closure costs and lower revenues for operators.47 

5.28 While the default position of the regulator is for the full removal of 
infrastructure at the decommissioning phase of oil and gas projects48 other 
jurisdictions, such as the US, have allowed leave in place options. Since the 
1980s the Rigs-to Reefs program, with over 532 offshore platforms (11 per cent 
of platforms decommissioned) has seen the re-purposing of platforms in the 
Gulf of Mexico.49 Mr Walker told the committee:  

… in the US, they've gone to what I think they call a rigs-to-reefs initiative,  
whereby they did specifically leave some of the infrastructure, some of the 
pipeline et cetera, in order to provide artificial improvements to the 
environment for fish and stuff like that. So it would be good if you did 
have that flexibility [in the Australian legislation], in my opinion.50 

5.29 Van Elden, Meeuwig, Hobbs and Hemmi have pointed to increasing evidence 
of the important ecosystems and refuges that that offshore oil and gas 
platforms can provide– 

The successes of various Rigs-to-Reefs projects, particularly in the Gulf  of  
Mexico, have demonstrated that these structures can be effectively 
repurposed as artificial reefs … However, to date only a few countries 
around the world have successfully implemented Rigs-to-Reefs 
programs…51 

5.30 However, researchers noted that just because Rigs-to-Reefs has been successful 
elsewhere: 

…it does not mean it would automatically be an ecologically beneficial 
exercise in … Australia … [and that] … creating a reef, simply because 
there is a platform that needs to be decommissioned, is indeed lit t le more 
than waste disposal.52 

 
47 APPEA, Submission 13, p. 9. 
48 Sean van Elden, Jessica J Meeuwig, Richard J Hobbs and Jan M Hemmi, 'Offshore oil and gas 

platforms as novel ecosystems: a global perspective' (Platforms as novel ecosystems), Frontiers in 
marine science, vol. 6, article 548, September 2019, p. 5 (accessed 11 October 2021). 

49 Sean van Elden, Jessica J Meeuwig, Richard J Hobbs and Jan M Hemmi, Platforms as novel 
ecosystems, p. 3 (accessed 11 October 2021). 

50 Mr Steve Walker, Proof Committee Hansard, 27 August 2021, p. 30.  

51 Sean van Elden, Jessica J Meeuwig, Richard J Hobbs and Jan M Hemmi, Platforms as novel 
ecosystems, p. 2 (accessed 11 October 2021). 

52 Sean van Elden, Jessica J Meeuwig, Richard J Hobbs and Jan M Hemmi, Platforms as novel 
ecosystems, p. 3 (accessed 11 October 2021). 
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5.31 Nevertheless, researchers cited the potential value of these man-made 
ecosystems and the fact that these programs are not automatically 
environmentally detrimental.53 

5.32 Senator Slade Brockman told the committee that he had been advised that the 
decommissioning framework is 'overly prescriptive' in some respects and that 
it prevents companies following international industry best practice when 
decommissioning, for example by allowing decommissioning in place.54 

5.33 Senator Ben Small told the Senate that adopting leave in place options would 
save $9 billion on the overall decommissioning liability and would provide 
natural habitats for fish stocks and recreation use.55 He noted that the cost of 
decommissioning to the taxpayer through legitimate taxation relief—due to 
deductions against both company income tax and the PRRT—could be as 
much as $17.8 billion over the next 10 years.  

5.34 In February 2021 NOPSEMA issued deadlines for the clean-up of the Enfield 
oil field in WA. Woodside had planned to tow equipment to shore to be 
dismantled but lack of maintenance made this impossible.56 Woodside then 
planned to leave the infrastructure in place, creating an artificial reef, and 
setting a precedent for the decommissioning of other facilities. However, 
environmental risks posed by 65 cubic metres of polyurethane foam inside the 
riser turret mooring scuppered these plans. As of October 2021, NOPSEMA 
were investigating possible breaches of the law relating to lack of 
maintenance.57 

Maximising decommissioning accountability 

Decommissioning financial security 
5.35 The committee heard from submitters that they are concerned that some oil 

and gas companies have attempted to forego decommissioning liabilities 
through the sale of late-life assets to smaller operators, lack of appropriate 
maintenance and pursuing leave in place decommissioning options—leaving 
taxpayers to foot the bill. Dr Cameron Murray said: 

 
53 Sean van Elden, Jessica J Meeuwig, Richard J Hobbs and Jan M Hemmi, Platforms as novel 

ecosystems, pp. 6–7 (accessed 11 October 2021). 
54  Senator Slade Brockman, Proof Committee Hansard, 27 August 2021, p. 30. 

55 Senator Ben Small, Proof Senate Hansard, 23 August 2021, p. 19 
56 Peter Milne, 'Regulator blasts ExxonMobil's Bass Strait maintenance, orders huge 

decommissioning push,' BoilingCold, 20 May 2021 (accessed 27 July 2021). 
57 Peter Milne, 'Regulator blasts ExxonMobil's Bass Strait maintenance, orders huge 

decommissioning push,' BoilingCold, 20 May 2021 (accessed 27 July 2021); Peter Milne, 'Woodside 
abandons plan to dump derelict structure in Ningaloo and call it an artificial reef', WA Today, 
7 October 2021 (11 October 2021). 
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I would add a little bit of a political consideration into that. If you think 
about coalmines and other sorts of things across the states, you do find that 
private entities are very good at disappearing or dissolving before they 
meet any of these liabilities, which is why, for example, states implement 
remediation levies upfront to ensure that these companies don't 
disintegrate and disappear before spending the money on their 
remediation obligations. So, in some ways, I already see that risk as a 
public risk, held by the public, to a degree.58 

5.36 Senator Larissa Waters also advocated for a long-term levy to reduce the 
impact on taxpayers: 

We're in this mess because Woodside offloaded an old rig, the 
Northern Endeavour, to a fly-by-nighter—who went bankrupt within a very 
short time of acquiring the assets—so Woodside could conveniently avoid 
the decommissioning costs. Woodside has privatised the profits and 
socialised the losses, as so often happens in the mining industry. Any sense 
of justice says that they should pay the full costs, but a long-term levy on 
the industry for decommissioning is the next best solution.59 

5.37 The Australia Institute strongly supported financial provisioning for 
decommissioning costs, as did Prosper Australia, with the latter suggesting 
environmental bonds for this purpose, potentially on a sliding scale, with an 
increase in bonds according to the carbon budget.60 

5.38 However, Herbert Smith Freehills, in their 2019 submission to the 
decommissioning framework consultation argued against requiring 
titleholders to provide security, as has been the case in the UK. It argued that a  
blanket requirement may stifle investment, add unnecessary costs or exclude 
participation. Moreover, at the time of writing it noted there was no offshore 
facility where decommissioning works had not been completed due to lack of 
funds, and that, by implication, a security arrangement is unnecessary.61 

5.39 As an alternative, Dr Prafula Pearce of Curtin Law School suggested that the 
Australian Government require decommissioning insurance to be in place 
until all structures are decommissioned to the satisfaction of the regulator and 
considering long term liabilities that may be incurred after the end of 
operations.62 

 
58 Dr Cameron Murray, Proof Committee Hansard, 20 August 2021, p. 48. 
59 Senator Larissa Waters, Proof Senate Hansard, 23 August 2021, pp. 22–23. 

60 Mr Richie Merzian, Climate and Energy Program Director, The Australia Institute, Proof Committee 
Hansard, 20 August 2021, p. 51; Mr Karl Fitzgerald, Director of Advocacy, Prosper Australia, Proof  
Committee Hansard, 20 August 2021, p. 51. 

61 Herbert Smith Freehills, Discussion paper—Decommissioning offshore petroleum infrastructure in 
Commonwealth waters: submission of Herbert Smith Freehills, March 2019, pp. 5–6. 

62 Dr Prafula Pearce, Curtin Law School, Submission on decommissioning offshore petroleum 
infrastructure in Commonwealth waters, p. 1. 
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Enhanced framework for decommissioning 
5.40 In December 2020 the department released an enhanced framework for public 

consultation, as outlined below, followed by an exposure draft of the Offshore 
Petroleum and Greenhouse Gas Storage Amendment (Titles Administration 
and Other Measures) Bill 2021 and Offshore Petroleum and Greenhouse Gas 
Storage (Regulatory Levies) Amendment Bill 2021.63 

5.41 The committee heard evidence from a number of submitters, generally in 
support of the strengthening of Australia's decommissioning regime. 

5.42 A number of the changes suggested by witnesses were incorporated into the 
enhanced decommissioning framework, endorsed by the Australian 
Government in April 2021.64 

5.43 In August 2021 Parliament passed the Offshore Petroleum and Greenhouse 
Gas Storage Amendment (Titles Administration and Other Measures) Bill 2021 
and Offshore Petroleum and Greenhouse Gas Storage (Regulatory Levies) 
Amendment Bill 2021, giving effect to the enhanced framework. Most of the 
reforms come into effect on 2 March 2022. 65 

 
63 DISER, Consultation on the Offshore Petroleum and Greenhouse Gas Storage Amendment (Titles 

Administration and Other Measures) Bill 2021 (accessed 7 July 2021); DISER, Offshore Petroleum and  
Greenhouse Gas Storage Amendment (Titles Administration and Other Measures) Bill 2021, [April 2021], 
p. 4 (accessed 22 July 2021); Offshore Petroleum and Greenhouse Gas Storage Amendment (Titles 
Administration and Other Measures) Bill 2021 Offshore Petroleum and Greenhouse Gas  Storage 
(Regulatory Levies) Amendment Bill 2021, Explanatory memorandum, pp. 264–265. See also: 
Parliament of Australia, Offshore Petroleum and Greenhouse Gas Storage (Regulatory Levies) 
Amendment Bill 2021, 
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bI
d=r6715 (accessed 8 October 2021); Parliament of Australia, Offshore Petroleum and Greenhouse Gas 
Storage Amendment (Titles Administration and Other Measures) Bill 2021, 
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bI
d=r6714 (accessed 8 October 2021). 

64 Mr Paul Trotman, Head of Division, Resources Division, DISER, Proof Committee Hansard, 
20 August 2021, p. 2. 

65 DISER, Offshore oil and gas decommissioning framework review (accessed 7 July 2021); DISER, Updated 
oil and gas guidance, 25 October 2021 (accessed 22 November 2021); DISER, Consultation on the 
Offshore Petroleum and Greenhouse Gas Storage Amendment (Titles Administration and Other Measures) 
Bill 2021 (accessed 7 July 2021); DISER, Offshore Petroleum and Greenhouse Gas Storage Amendment 
(Titles Administration and Other Measures) Bill 2021, [April 2021], p. 4 (accessed 22 July 2021); 
Offshore Petroleum and Greenhouse Gas Storage Amendment (Titles Administration and Other 
Measures) Bill 2021 Offshore Petroleum and Greenhouse Gas Storage (Regulatory Levies) 
Amendment Bill 2021, Explanatory memorandum, pp. 264–265. See also: Parliament of Austra lia , 
Offshore Petroleum and Greenhouse Gas Storage (Regulatory Levies) Amendment Bill 2021, 
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bI
d=r6715 (accessed 8 October 2021); Parliament of Australia, Offshore Petroleum and Greenhouse Gas 
Storage Amendment (Titles Administration and Other Measures) Bill 2021, 
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bI
d=r6714 (accessed 8 October 2021). 
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5.44 Draft guidelines and factsheets were issued on 25 October 2021 for public 
consultation66 The framework is expected to be fully implemented by the 
second quarter of 2022.67 

5.45 The enhanced framework adopts some of the recommendations from the 
Walker Review, and makes enhancements in the areas of financial oversight, 
planning and management, and accounting and trailing liability.68 

5.46 Key elements of the enhanced framework include: 

 strengthening existing trailing liability provisions; 
 increased oversight of changes in company control; 
 increased requirements for assessment of suitability to operate including 

regular financial assurance69 and technical capabilities, as well as historical 
compliance and corporate governance matters at particular decision-making 
points70; 

 modernising field development plans and enhancing planning; 
 earlier and proactive use of monitoring and remedial directions powers; 
 improved transparency and public engagement and reporting; 
 increased information gathering powers for NOPTA; and 
 other minor and technical amendments.71 

5.47 The enhanced decommissioning framework makes provision for financial 
security: 

The department also expects forms of financial assurance, such as bonds 
and securities will be used under the enhanced framework. Where these 
tangible forms of assurance are required by NOPSEMA, these forms of 
financial assurance should be accessible by government or a third party 
endorsed by government in the event that decommissioning activities are 
not undertaken. This is consistent with the Walker Review.  

… 

International and domestic experience shows that governments expect 
stronger guarantees that a company can meet the expenses and liabilities 

 
66 DISER, Updated oil and gas guidance, 25 October 2021 (accessed 22 November 2021). 
67 DISER, Offshore oil and gas decommissioning framework review (accessed 7 July 2021). 

68 DISER, Offshore oil and gas decommissioning framework review (accessed 7 July 2021). 
69 DISER, Enhancing Australia's decommissioning framework: for offshore oil and gas activities: consultation 

paper [Enhanced decommissioning framework], December 2020, p. 8 (accessed 11 October 2021). 
70 DISER, Enhanced decommissioning framework, p. 7 (accessed 11 October 2021). 
71 Minister for Resources and Water, The Hon Keith Pitt MP, 'Enhancing the offshore oil and gas 

decommissioning framework', Media release, 8 April 2021 (accessed 22 July 2021); DISER, 
Consultation on the Offshore Petroleum and Greenhouse Gas Storage Amendment (Titles Administration 
and Other Measures) Bill 2021, 8 April 2021 (accessed 22 July 2021); DISER, Offshore Petroleum and 
Greenhouse Gas Storage Amendment (Titles Administration and Other Measures) Bill 2021, [April 2021], 
pp. 1–3 (accessed 22 July 2021). 
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associated with undertaking petroleum activities. This includes 
decommissioning liabilities and being a safe and responsible titleholder.72 

5.48 The framework acknowledged that an insurance policy may not be an 
acceptable form of assurance if a company cannot demonstrate that the policy 
will continue to be in force (for example, if the company goes into 
administration).73 

Offshore oil and gas levy 
5.49 The PC's 2020 review of resources sector regulation found that: 

Surety arrangements for rehabilitation generally have been inadequate, but 
are being strengthened. Bonds that cover the full cost of providing 
rehabilitation offer the highest level of financial assurance for 
governments, and provide companies with full incentives to complete 
rehabilitation in a timely way. Surety requirements should be adjusted to 
reflect and encourage progressive rehabilitation. Jurisdictions are heading 
in this direction, but a leading practice jurisdiction has not been 
identified.74 

5.50 It also noted that having financial assurance arrangements in place provides 
incentives for companies to meet their obligations and reduces the risk of costs 
being borne by the government,75 and hence taxpayers. 

5.51 As part of the development of the enhanced decommissioning framework 
DISER told the committee that 'where similar offshore renewable energy 
frameworks are being developed internationally, it is common for security, 
such as a bond, to be required prior to construction commencing'.76 

5.52 While the government's enhanced decommissioning framework requires 
financial assurance it does not require security. Nevertheless, on 11 May 2021 
the government announced that it would impose a temporary levy on all 
offshore petroleum production to recover costs of decommissioning the 
Northern Endeavour and associated infrastructure and remediate the Laminaria-
Corallina oil fields. The estimated cost of remediation is between $200 million 

 
72 DISER, Enhanced decommissioning framework, pp. 8 and 5 (accessed 11 October 2021). 
73 DISER, Enhanced decommissioning framework, p. 9 (accessed 11 October 2021). 
74 PC, Resources Sector Regulation: Productivity Commission Study report overview, November 2020, p. 26 

(accessed 21 October 2021). 

75 PC, Resources Sector Regulation: Productivity Commission Study report overview, November 2020, p. 48 
(accessed 21 October 2021). 

76 DISER, Answer to question on notice BI-1, Senate Budget Estimates 2020–2021, 28  October 2020 
(received 10 December 2020). 
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and $1 billion.77 The levy is estimated to raise approximately $367 million per 
year and will ensure taxpayers do not have to cover costs.78 

5.53 Treasury conducted public consultation on the exposure bill, although 
feedback has not been made publicly available.79 DISER also conducted 
consultation in relation to the levy and its operation.80 

5.54 The bill to effect the levy—the Offshore Petroleum (Laminaria and Corallina 
Decommissioning Cost Recovery Levy) Bill 2021—was introduced into 
Parliament on 20 October 2021 and referred to this committee for inquiry. The 
committee reported on 18 November 2021 and its report is available on the 
committee website.81 

5.55 The levy applies at a rate of 48 cents per barrel of oil equivalent produced, 
based on the annual physical production at the wellhead (not production) 
from 1 July 2021 and will be levied annually in arrears82 with the first payment 
due the first half of 2022–23.83 

5.56 The levy will remain in place until all costs are covered up until the financial 
year commencing 1 July 2029, with a mechanisms to terminate the levy early or 
lower the levy to prevent 'over-collection' by the Government.84 The levy will 
not be deductible for any other form of Commonwealth taxation, including 
company tax, PRRT, the North West Shelf royalty or crude oil excise.85 

 
77 Ben Butler, 'Oil and gas industry fights Morrison government levy of up to $1bn to decommission 

rig', The Guardian, 12 May 2021 (accessed 7 July 2021). 
78 Mike Foley and Nick Toscano, 'Woodside hits out at rig clean-up levy as industry rift with 

government wides', Sydney Morning Herald, 18 July 2021 (accessed 27 July 2021). 
79 Treasury, Laminaria-Corallina Decommissioning Levy, https://treasury.gov.au/consultation/c2021-

201956 (accessed 21 October 2021). 
80 DISER, Laminaria-Corallina oilfields decommissioning levy: consultation open, 24 June 2021, 

https://www.industry.gov.au/news/laminaria-corallina-oilfields-decommissioning-levy-
consultation-open (accessed 27 July 2021); DISER, Laminaria-Corallina oilfields decommissioning levy : 
discussion paper, pp. 1–2 (accessed 27 July 2021). 

81 Parliament of Australia, Offshore Petroleum (Laminaria and Corallina Decommissioning Cost Recovery 
Levy) Bill 2021, 
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bI
d=r6783 (accessed 21 October 2021). 

82 Explanatory Memorandum (EM) Offshore Petroleum (Laminaria and Corallina Decommissioning Cost 
Recovery Levy) Bill 2021 and the Treasury Laws Amendment (Laminaria and Corallina Decommissioning  
Cost Recovery Levy) Bill 2021, pp. 1 and 4–7. 

83 DISER, Laminaria-Corallina oilfields decommissioning levy: discussion paper, p. 2 (accessed 
27 July 2021). 

84 EM, pp. 1 and 4–6. 
85 DISER, Laminaria-Corallina oilfields decommissioning levy: discussion paper, p. 2 (accessed 

27 July 2021). 
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https://www.theguardian.com/australia-news/2021/may/12/oil-and-gas-industry-fights-morrison-government-levy-of-up-to-1bn-to-decommission-rig
https://www.smh.com.au/politics/federal/woodside-hits-out-at-rig-clean-up-levy-as-industry-rift-with-government-widens-20210715-p58a20.html
https://www.smh.com.au/politics/federal/woodside-hits-out-at-rig-clean-up-levy-as-industry-rift-with-government-widens-20210715-p58a20.html
https://treasury.gov.au/consultation/c2021-201956
https://treasury.gov.au/consultation/c2021-201956
https://www.industry.gov.au/news/laminaria-corallina-oilfields-decommissioning-levy-consultation-open
https://www.industry.gov.au/news/laminaria-corallina-oilfields-decommissioning-levy-consultation-open
https://www.industry.gov.au/sites/default/files/2021-06/laminaria-corallina_oilfields_decommissioning_levy_-_consultation_paper.pdf
https://www.industry.gov.au/sites/default/files/2021-06/laminaria-corallina_oilfields_decommissioning_levy_-_consultation_paper.pdf
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r6783
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=r6783
https://www.industry.gov.au/sites/default/files/2021-06/laminaria-corallina_oilfields_decommissioning_levy_-_consultation_paper.pdf
https://www.industry.gov.au/sites/default/files/2021-06/laminaria-corallina_oilfields_decommissioning_levy_-_consultation_paper.pdf
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5.57 350.org Australia welcomed the application of the temporary levy and 
recommended that a permanent levy be implemented to cover 
decommissioning costs and reduce public risk: 

… it is only temporary and is being heavily fought by the petroleum 
industry and lobby groups, who have called the minor, 1% per barrel, or 48 
cent levy 'extreme' and it seems it would prefer to see the public bear  the 
costs of cleaning up after the oil and gas industry. A permanent levy is 
needed or an overhaul of the legislative framework is needed to ensure 
that clean-up costs are carried by the companies who have profited from 
infrastructure.86 

5.58 The oil and gas industry have labelled the levy as 'over the top and extreme' 
and are unhappy that the levy has been applied to all offshore production, not 
just Woodside, and have suggested that the government consider other 
options including alternative cost recovery measures.87 

 
86 350.org Australia, Submission 48, p. 2. 
87 See, for example: Mike Foley and Nick Toscano, 'Woodside hits out at rig clean-up levy as 

industry rift with government wides', Sydney Morning Herald, 18 July 2021 (accessed 27 July 2021); 
APPEA, 'New NOGA levy is extreme,' Media release, 29 June 2021 (accessed 27 July 2021); 
Ben Butler, 'Oil and gas industry fights Morrison government levy of up to $1b to decommission 
rig,' The Guardian, 12 May 2021 (accessed 27 July 2021). 

https://www.smh.com.au/politics/federal/woodside-hits-out-at-rig-clean-up-levy-as-industry-rift-with-government-widens-20210715-p58a20.html
https://www.smh.com.au/politics/federal/woodside-hits-out-at-rig-clean-up-levy-as-industry-rift-with-government-widens-20210715-p58a20.html
https://www.appea.com.au/all_news/media-release-new-noga-levy-is-extreme/
https://www.theguardian.com/australia-news/2021/may/12/oil-and-gas-industry-fights-morrison-government-levy-of-up-to-1bn-to-decommission-rig
https://www.theguardian.com/australia-news/2021/may/12/oil-and-gas-industry-fights-morrison-government-levy-of-up-to-1bn-to-decommission-rig
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Chapter 6 
Climate and other risks to public benefit 

Oil and gas contribute to climate change 
6.1 The threat of climate mitigation measures to the oil and gas industry depends 

on the extent to which any future international climate change agreements 
affect the fossil fuel industry. It will also be affected by Australia's 
responsibilities under those agreements and the extent to which unilateral 
actions taken by other countries affect Australian oil and gas exports and 
revenue to Australian taxpayers. 

6.2 A recent international report assessed the discrepancy between world 
governments' plans for fossil fuel production and global production levels that 
would be consistent with 1.5 and two degrees Celsius (˚C) increases in global 
temperatures. It found: 

Governments are planning to produce about 50 per cent more fossil fuels 
by 2030 than would be consistent with a 2˚C pathway and 120 per cent 
more than would be consistent with a 1.5˚C pathway.1 

6.3 In May 2021, the International Energy Agency (IEA), traditionally a fossil fuel 
advocate, warned of the need for urgent action to achieve net-zero emissions 
by 2050 to even allow the chance of limiting global temperature rise to 1.5˚C: 

As the major source of global emissions, the energy sector holds the key to 
responding to the world's climate challenge … beyond projects already 
committed as of 2021, there are no new oil and gas fields approved for 
development in our pathway, and no new coal mines or mine extensions 
are required.2 

6.4 Similarly, in August 2021, the Intergovernmental Panel on Climate 
Change (IPCC) Working Group I report definitively linked human causes to 
climate change, in particular the increase of greenhouse gases released by 
burning fossil fuels (coal, oil and gas), deforestation and agriculture.3 

 
1 The report was produced by Stockholm Environment Institute, International Institute for 

Sustainable Development, Overseas Development Institute, CICERO Centre for International 
Climate and Environmental Research, Climate Analytics, and the United Nations Environment 
Program, The production gap: the discrepancy between countries’ planned fossil fuel production and global 
production levels consistent with limiting warming to 1.5°C or 2°C, 2019, (accessed 18 December 2019), 
p. 4. See also: Mr Milligan and Professor Newman, Curtin University Sustainability Policy (CUSP) 
Institute, Submission 38, pp. 96–97. 

2 International Energy Agency (IEA), Net Zero by 2050: a roadmap for the global energy sector, 
May 2021, https://www.iea.org/reports/net-zero-by-2050 (accessed 9 August 2021). 

3 The Intergovernmental Panel on Climate Change (IPCC): Working Group I, AR6 Cl imate Change 
2021: the physical science basis report: frequently asked questions, August 2021 , pp. 1–116 (accessed 
9 August 2021). 

http://productiongap.org/
http://productiongap.org/
https://www.iea.org/reports/net-zero-by-2050
https://www.ipcc.ch/report/ar6/wg1/downloads/faqs/IPCC_AR6_WGI_FAQs.pdf
https://www.ipcc.ch/report/ar6/wg1/downloads/faqs/IPCC_AR6_WGI_FAQs.pdf
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6.5 While the report does not make specific recommendations as to which actions 
should be taken, the United Nations (UN) Secretary-General, 
Antonio Guterres, stated that: 

…this report must sound a death knell for coal and fossil fuels, before they 
destroy our planet. Countries should also end all new fossil fuel 
exploration and production and shift fossil fuel subsidies into renewable 
energy. 4 

6.6 The Reserve Bank of Australia (RBA) has also warned that climate change, if 
not addressed, is exposing the financial system to risks that will rise over 
time.5 This view has been supported by the Business Council of Australia 
(BCA), which observed that 'the movement of the world's finances and assets 
is increasingly out of step with government action'.6 

6.7 The RBA's 2019 Financial Stability Review contained a section on financial 
stability risks from climate change, including physical, transitional and 
liability, with flow-on effects to oil and gas operators. The RBA warned that: 

Transition risk will be greatest for banks that lend to firms in carbon-
intensive industries and to individuals or businesses that are reliant on 
these firms. Other financial institutions investing in carbon-intensive 
industries, such as superannuation and investment funds, are also exposed 
to the risk that climate change will diminish the value of their investments. 
This could occur both through direct investments in carbon-intensive 
industries, or indirect investments in banks that lend to these industries. 7 

6.8 The Australian Prudential Regulation Authority (APRA) also identified a 
range of climate-related financial risks. These are described in Figure 6.1. Its 
research showed that only around one third of its regulated entities viewed 
climate risks as material.8 Numerous sources have pointed to risks which are 
directly relevant to the oil and gas industry, including those relating to 
difficulties attracting capital and obtaining insurance, decreasing value of 
assets, the possibility of stranded assets, and increasing threat of litigation.9 

 
4 'UN report says humans changing climate at "unprecedented" rate,' Aljazeera, 9 August 2021 

(accessed 9 August 2021). 

5 Reserve Bank of Australia (RBA), Financial Stability Review: box C financial stability risks from climate 
change, October 2019 (accessed 9 August 2021). 

6 Business Council of Australia (BCA), Achieving a net zero economy, October 2021, p. 16  (accessed 
12 October 2021). 

7 RBA, Financial Stability Review: box C financial stability risks from climate change, October 2019 
(accessed 9 August 2021). 

8 Australian Prudential Regulation Authority (APRA), Information paper: climate change: awareness to 
action, 20 March 2019, pp. 4–5 (accessed 9 August 2021). 

9 See, for example: Tim Buckley and Saurabh Trivedi, Institute for Energy Economics and Financial 
Analysis (IEEFA, From zero to 50: global finance is fleeing oil and gas, October 2020, p. 7 (accessed 
9 August 2021); James Fernyhough and Angela Macdonald-Smith, 'Suncorp to s top insuring oil  

https://www.aljazeera.com/news/2021/8/9/global-warming-quicker-than-feared-un-report
https://www.rba.gov.au/publications/fsr/2019/oct/box-c-financial-stability-risks-from-climate-change.html
https://www.rba.gov.au/publications/fsr/2019/oct/box-c-financial-stability-risks-from-climate-change.html
https://d3n8a8pro7vhmx.cloudfront.net/bca/pages/6612/attachments/original/1633693581/BCA_Achieving_a_net_zero_economy_-_9_October_2021.pdf?1633693581
https://www.rba.gov.au/publications/fsr/2019/oct/box-c-financial-stability-risks-from-climate-change.html
https://www.apra.gov.au/sites/default/files/climate_change_awareness_to_action_march_2019.pdf
https://www.apra.gov.au/sites/default/files/climate_change_awareness_to_action_march_2019.pdf
https://ieefa.org/wp-content/uploads/2020/10/From-Zero-to-50-Global-Finance-is-Fleeing-Oil-and-Gas_October-2020.pdf
https://www.afr.com/companies/financial-services/suncorp-to-stop-insuring-oil-and-gas-20200821-p55nwu
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Figure 6.1 Climate-related financial risks 

 
Australian Prudential Regulation Authority (APRA), Information paper: climate change: awareness to 
action, 20 March 2019, pp. 4–5 (accessed 9 August 2021). 

6.9 These risks are already being realised in the oil and gas industry. A number of 
submitters10 told the committee that, increasingly, Australia is facing global 
and national moral, ethical, reputational and environmental risks resulting 
from oil and gas exploitation.11 They expressed concerns about the significant, 
direct economic impacts expected to be realised for example through trade 
tariffs on Australian exports because of lack of climate action,12 and the direct 
impacts of climate change.13 Sustainable Living Australia warned that 
emissions, including those resulting from oil and gas: 

… will result in vast costs to the global and Australian economies from lost 
agricultural production, damage from increased heatwaves and extreme 
weather events, increase in activity and spread of pathogens, loss of water 

 
and gas', The Australian Financial Review, 21 August 2020 (accessed 9 August 2021); '10 key policies 
in Brussels’ plan to slash emissions', Politico, 14 July 2021 (accessed 9 August 2021). 

10 See, for example: Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 22; 
Mr Piers Verstegen, Director, Conservation Council of Western Australia, Proof Committee Hansard, 
20 August 2021, p. 59; Lock the Gate Alliance, Submission 14, pp. 3–4.; Strategic Sustainability 
Consultants and Global Goals Australia Ltd, Submission 17, p. 9; Mr Morrison, Institute for 
Sustainable Futures, University of Technology Sydney, Submission 36, p. 3; 350.org Australia, 
Submission 48, p. 1; Australian Parents for Climate Action, Submission 45, pp. 1–2 and 4–5; 
Sustainable Living Armidale, Submission 50, p. 1. 

11 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 22. 
12 Lintono Besser, 'Australian exporters could face millions of dollars in European tariffs as EU seeks  

to punish polluters', ABC News Australia, 11 March 2021 (accessed 9 July 2021); Allens Linklaters, 
'EU carbon tariffs on the horizon', Insights, 28 April 2021 (accessed 9 July 2021); Anthony Galloway 
and Rob Harris, 'EU carbon tariffs to be fought by Australia’s own plan', The Sydney Morning 
Herald, 12 March 2021 (accessed 9 July 2021). 

13 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 92. 

https://www.apra.gov.au/sites/default/files/climate_change_awareness_to_action_march_2019.pdf
https://www.apra.gov.au/sites/default/files/climate_change_awareness_to_action_march_2019.pdf
https://www.afr.com/companies/financial-services/suncorp-to-stop-insuring-oil-and-gas-20200821-p55nwu
https://www.politico.eu/article/europe-climate-emmissions-combustion-engine-fit-for-55-carbon/
https://www.politico.eu/article/europe-climate-emmissions-combustion-engine-fit-for-55-carbon/
https://www.abc.net.au/news/2021-03-11/australia-to-face-huge-tariffs-in-europe-over-climate-emissions/13233360
https://www.abc.net.au/news/2021-03-11/australia-to-face-huge-tariffs-in-europe-over-climate-emissions/13233360
https://www.allens.com.au/insights-news/insights/2021/04/eu-carbon-tariffs-on-the-horizon-what-australian-trading-businesses-need-to-know/
https://www.smh.com.au/politics/federal/liberalisation-not-protectionist-australia-to-fight-eu-s-carbon-tariffs-with-its-own-plan-20210311-p579v9.html


128 
 

 

resources and sea level rise. These costs will far outweigh the putative 
benefit of exploiting the resources.14 

6.10 Mr Piers Verstegen, from the Conservation Council of WA, told the committee 
that, not only have economic benefits not be realised to the greatest extent 
possible, but that industry costs are set to increase the longer Australia delays 
action on emissions and that these will be borne by taxpayers into the future, a 
view shared by Lock the Gate Alliance.15 

6.11 With Australia's current liquefied natural gas (LNG) projects contributing 
approximately 1.5 per cent to the global carbon budget—projected to rise to 
3.4 per cent over the next 20 years16—Mr Milligan and Professor Newman also 
submitted that there will be not just local, but global costs arising from 
Australia's gas industry. They estimated that global greenhouse gas (GHG) 
amelioration costs arising from Australia's gas would be between $307–
$629 billion—raising questions about who should pay.17 

6.12 Several submitters discussed the need to balance the risks associated with oil 
and gas exploitation against the benefits. Submitters identified a variety of 
additional risks, not directly related to climate change including: 

 negative impacts on property rights (including native title18), land 
devaluation, rights to shared natural resources (including in relation to 
agriculture, clearing of bushland);19 

 pollution and/or environmental damage; 
 damage to heritage, including indigenous heritage places;20 and 
 public and/or employee health and safety.21 

6.13 An increasing number of commentators are advocating for greater government 
action in relation to climate change, security and resilience: 

Australia is ill-prepared to deal with the consequences of global climate 
change because we lack decisive policy action, both in terms of mitigating 
the threat, and an understanding of, and preparedness to respond to, 
climate–security risks. Sadly, successive Australian governments have 

 
14 Sustainable Living Armidale, Submission 50, p. 1. 
15 Mr Piers Verstegen, Director, Conservation Council of Western Australia, Proof Committee Hansard, 

20 August 2021, p. 59; Lock the Gate Alliance, Submission 14, pp. 3–4. See also: Sustainable Living 
Armidale, Submission 50, p. 1. 

16 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, pp. 61–62. 

17 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 7. 
18 See, for example: Councillor Dominic Wykanak, Submission 31, p. 2. 
19 Lock the Gate Alliance, Submission 14, pp. [2 and 3]. 

20 See, for example: Strategic Sustainability Consultants and Global Goals Australia Ltd, 
Submission 17, p. 8. 

21 Productivity Commission (PC), Submission 5, pp. 2 and 6. 
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been, and continue to be, 'Missing in Action' regarding their obligation to 
the citizens of Australia – especially their obligation to prevent, protect and 
prepare for the ever-increasing impacts of the climate crisis. 

… 

Australian Governments have had plenty of warnings, not just from 
climate scientists, researchers, allies, trading partners, activists and first 
responders, but from within their own ranks. A 2018 Australian Federal 
Parliamentary Senate Inquiry identified climate change as "a current and 
existential national security risk". It recognised that Australia and its 
neighbours are in the region most exposed to climate impacts, and that 
climate change is: "threatening the health of Australians, their 
communities, businesses and the economy; heightening the severity of 
natural hazards; increasing the spread of infectious diseases; and creating 
growing water insecurity threats to agriculture." It also noted the failure so 
far to adopt a fully-integrated, whole-of-government approach to climate–
security risks. There has been no substantial policy response from the 
Government since the report was released. Politicians simply lauding the 
'resilience' of Australians doesn't actually make us a resilient nation.22 

6.14 The viability of oil and gas companies' social license to operate is being 
questioned with an increasing number of shareholder and advocacy group or 
individual legal actions being brought against oil and gas and government. 
Action and suits centre around the impacts of oil and gas projects on emissions 
and climate targets, on human rights, the spread of disinformation by the oil 
and gas industry,23 and the harm caused by oil and gas emissions.  

6.15 Professor Chandler believes that companies will be 'under increasing pressure 
to act sustainably and maintain the confidence of the communities on which 
their business rely'.24 While Mr Milligan and Professor Newman warned that 
the industry is on notice: 

In general, the social license for the LNG industry is already under 
scrutiny over poor corporate citizenship, primarily led by some aggressive 
taxation planning, and the perceived underperformance in social return (in 
the broader sense) by most proponents.25 

6.16 It has been anticipated that the next decade will see an increase in litigation as 
well as an evolution in the courts' reasoning and findings, with one lawyer 
warning that 'what you'll see is a growing body of knowledge, a growing body 
of reasoning that starts to place very real pressure on companies and 

 
22 Global Access Partners Pty Ltd, Institute for Integrated Economic Research—Australia Ltd, 

Australia--a complacent nation: our reactions are too little, too late, and too short-sighted, October 2021 , 
p.19 (accessed 20 October 2021). 

23 Jelmer Mommers, 'Lawyers are going to court to stop climate change. And it might just work', 
The Correspondent, 19 December 2019 (accessed 11 August 2021). 

24 Centre for Mining, Energy and Natural Resources Law, Submission 11, p. 8. 
25 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 56. 

https://globalaccesspartners.org/wp-content/uploads/2021/10/GAP_IIERA_NationalResilienceProject_Report_Oct2021.pdf
https://thecorrespondent.com/185/lawyers-are-going-to-court-to-stop-climate-change-and-it-might-just-work/9957255-1fcd8336
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governments who fail to act swiftly'.26 As early as 2016, law experts warned 
that: 

[the explosion] … is being driven by the development of new international 
and national environmental laws and principles, by recognition of the 
linkage between human rights and environmental protection, by the threat 
of climate change, and by public dissatisfaction with the existing general 
judicial forums. 27 

Addressing climate and other risks 

Leave oil and gas resources in the ground 
6.17 Sustainable Living Armidale strongly recommended that in order to reduce 

emissions and address climate change, oil and gas reserves should be left 
untouched, except to meet commitments required domestically during the 
fossil fuel wind down period.28 Australian Parents for Climate Action similarly 
argued for the rapid reduction in fossil fuel extraction,29 echoing the findings 
of the Australia Institute which found that 60 per cent of Australians support 
the IEA pathway of not approving new gas, oil or coal projects.30 

Gas' essential role in lowering emissions 
6.18 The Australian Petroleum Production and Exploration Association (APPEA) 

highlighted the essential role of gas in helping Australia access secure and 
reliable energy as well as its role as a raw material in manufacturing processes. 
It also highlighted its use in lowering emissions, both globally and locally, as 
gas emits half the emissions of coal.31 

6.19 It told the committee that natural gas accounts for around 10 per cent of the 
National Electricity Market generation and 21 per cent of Australian electricity 
generation. However, it warned that the transition to lower emissions would 
require more gas-fired electricity generation for the 'foreseeable future', 
particularly for 'on call' generation to manage falls in renewables output or 
spikes in demand. APPEA estimates that gas-fired generation needs to 

 
26 Antony Funnell, 'Human rights issue or 'green lawfare'? Citizens take to the courts to fight climate 

change', ABC News Australia, 27 July 2021 (accessed 11 August 2021). 

27 Don C. Smith, 'Editorial: Environmental courts and tribunals: changing environmental and natural 
resources law around the globe', Journal of Energy and Natural Resources Law, vol. 36, no. 2, 2018, 
p. [138] (accessed 11 August 2021). 

28 Sustainable Living Armidale, Submission 50, pp. 1–2. 
29 Australian Parents for Climate Action, Submission 45, pp. 3–4. 

30 Audrey Quicke, The Australia Institute, Climate of the Nation 2021: tracking Australia's attitudes 
towards climate change and energy, 2021, p. 5 (accessed 13 October 2021). 

31 Australian Petroleum Production and Exploration Association (APPEA), Submission, 13, pp. 14–15. 

https://www.abc.net.au/news/2021-07-27/climate-change-human-rights-legal-challenge/100310206
https://www.abc.net.au/news/2021-07-27/climate-change-human-rights-legal-challenge/100310206
https://www.researchgate.net/deref/https%3A%2F%2Fdoi.org%2F10.1080%2F02646811.2018.1446404
https://www.researchgate.net/deref/https%3A%2F%2Fdoi.org%2F10.1080%2F02646811.2018.1446404
https://australiainstitute.org.au/wp-content/uploads/2021/10/211013-Climate-of-the-Nation-2021-WEB.pdf
https://australiainstitute.org.au/wp-content/uploads/2021/10/211013-Climate-of-the-Nation-2021-WEB.pdf
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produce around 50 per cent of Australia's electricity by 2030 to meet the Paris 
agreement emissions targets in stable, cost-efficient way.32 

6.20 Likewise, Frontier Economics highlighted the vital role of gas in transitioning 
to lower-emissions electricity generation: 

Gas-powered generation has an important role to play in enabling lower-
emissions generation sources, underpinning security of electricity supply.  
It also has an important role to play in providing reliability and 
maintaining affordability during peak demand periods and during 
extended periods when renewable generation is low.33 

6.21 This view was not supported in all submissions. The Institute for Energy 
Economics and Financial Analysis (IEEFA) contended that renewables are 
aggressively penetrating the energy market, at lower cost and with much 
lower emissions. IEEFA34 and others35 said that gas is not a transition fuel but 
rather a 'bridge to nowhere' and that there should instead be direct transition 
to cleaner, more sustainable energy sources.36 

6.22 Research has shown that investment in gas can divert investment away from 
emerging technologies and reinforce investment in fossil fuels, rather than 
enabling transition.37 Mr Morrison agreed, telling the committee: 

Gas is not the transition fuel to a lower emissions energy system as it  was 
touted. The experience in Australia has shown that the rise in renewables 
has often come at the expense of gas-fired power plants, which are more or 
less now used as peaking plants instead of providing baseload power.38 

 
32 APPEA, Submission, 13, p. 15. 

33 BCA, Achieving a net zero economy, October 2021, p. 24 (accessed 12 October 2021). 
34 Bruce Robertson and Milad Mousavian, IEEFA, Australia’s gas-fired recovery under scrutiny, 

June 2021, p. 10 (accessed 15 September 2021); Michael Mazengarb, IEEFA Austral ia: Gas i s not a 
“transition fuel”, 9 March 2020 (accessed 15 September 2021). 

35 See, for example: Professor Peter Newman AO, Private capacity, Proof Committee Hansard, p. 32 ; 
Professor Penny Sackett, 'Gas is not a transition fuel to a safe climate. That ship has sailed', Sydney 
Morning Herald, 26 August 2020 (accessed 15 September 2021); Tim Baxter, 'Scott Morrison's gas  
transition plan is a dangerous road to nowhere', Climate Council, 5 February 2020 (accessed 
15 September 2021); C Gürsan and V de Gooyert, 'The systemic impact of a transition fuel: Does  
natural gas help or hinder the energy transition?', Renewable and Sustainable Energy  Reviews, 138 
(2021), 110552, https://doi.org/10.1016/j.rser.2020.110552, p. 4 (accessed 15 September 2021). 

36 Oliver Milman, 'World urged to slash gas use by a third to avoid climate disaster', The Guardian, 
5 November 2021 (accessed 8 November 2021). 

37 C Gürsan and V de Gooyert, 'The systemic impact of a transition fuel: Does  natural gas help or 
hinder the energy transition?', Renewable and Sustainable Energy Reviews, 138 (2021), 110552, 
https://doi.org/10.1016/j.rser.2020.110552, p. 4 (accessed 15 September 2021); see also: Mr Milligan 
and Professor Newman, CUSP Institute, Submission 38, p. 60. 

38 Mr Morrison, Institute for Sustainable Futures, University of Technology Sydney, Submission 36 , 
p. 3. 

https://d3n8a8pro7vhmx.cloudfront.net/bca/pages/6612/attachments/original/1633693581/BCA_Achieving_a_net_zero_economy_-_9_October_2021.pdf?1633693581
https://ieefa.org/wp-content/uploads/2021/06/Australias-Gasfired-Recovery-Under-Scrutiny_June-2021.pdf
https://ieefa.org/ieefa-australia-gas-is-not-a-transition-fuel/
https://ieefa.org/ieefa-australia-gas-is-not-a-transition-fuel/
https://www.smh.com.au/environment/climate-change/gas-is-not-a-transition-fuel-to-a-safe-climate-that-ship-has-sailed-20200826-p55pec.html
https://doi.org/10.1016/j.rser.2020.110552
https://www.theguardian.com/environment/2021/nov/04/gas-new-coal-fossil-fuels-climate-disaster
https://doi.org/10.1016/j.rser.2020.110552
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6.23 Mr Milligan and Professor Newman also noted that: 
Natural gas may be considered to be a low carbon fuel when compared to 
oil and coal but still in aggregate contributes significantly to the hazard of 
climate change caused by anthropogenic emissions. Further, if fugitive 
emissions of methane are poorly managed, it can be the most damaging of 
all fossil fuels. 39 

Oil and gas transition and diversification 
6.24 Some submitters suggested that the oil and gas industry is well positioned to 

transition and diversify to maximise their role as providers of transition energy 
supplies in other ways such as by utilising renewable energy and carbon 
capture and storage (CCS), using Australian carbon offsets to create new jobs, 
and transitioning to the production of green hydrogen production.40 

6.25 Strategic Sustainability Consultants and Global Goals Australia called for oil 
and gas companies to make greater financial investment in research and 
development to drive sustainable development and improve efficiency, as well 
as to reduce the social and environmental impacts of their operations.41 

6.26 The BCA noted that Australia has considerable potential to store carbon, 
mitigating and offsetting carbon emissions, thus providing an additional 
income stream for landowners and the agricultural sector and potentially 
enabling carbon credit exports.42 The RBA has recently advised that 'negative 
emissions technology or advances that lower the carbon intensity of fossil fuel 
energy could enable countries to continue to use fossil fuels, even while 
producing net-zero emissions'.43 

6.27 Chevron Australia44 and the CO2CRC told the committee that about the 
potential for CCS to maximise oil recovery, at the same time sequestering 
carbon dioxide, with the potential for net negative emissions, with CO2CRC 
advising: 

That means that, while we actually have an economic recovery of our oil 
reserves, we would, even including the combustion of the newly produced 
hydrocarbon, still have more CO₂ sequestered than is actually combusted 
or polluting the atmosphere through the recovery. That's the concept that  
we are driving forward and that's what we see as the paradigm shift in a 

 
39 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 8. 

40 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, pp. 8 and 99; see also: 
Jonathan Kemp, Madeleine McCowage and Faye Wang, RBA, 'Towards Net Zero: Implications for 
Australia of Energy Policies in East Asia', Bulletin, September 2021 (accessed 22 September 2021). 

41 Strategic Sustainability Consultants and Global Goals Australia Ltd, Submission 17, p. 10. 
42 BCA, Achieving a net zero economy, October 2021, p. 26 (accessed 12 October 2021). 

43 Jonathan Kemp, Madeleine McCowage and Faye Wang, RBA, 'Towards Net Zero: Implications for 
Australia of Energy Policies in East Asia', Bulletin, September 2021 (accessed 22 September 2021). 

44 Mr Wawn, Chevron Australia, Proof Committee Hansard, 27 August 2021, p. 23. 

https://www.rba.gov.au/publications/bulletin/2021/sep/towards-net-zero-implications-for-australia-of-energy-policies-in-east-asia.html
https://www.rba.gov.au/publications/bulletin/2021/sep/towards-net-zero-implications-for-australia-of-energy-policies-in-east-asia.html
https://d3n8a8pro7vhmx.cloudfront.net/bca/pages/6612/attachments/original/1633693581/BCA_Achieving_a_net_zero_economy_-_9_October_2021.pdf?1633693581
https://www.rba.gov.au/publications/bulletin/2021/sep/towards-net-zero-implications-for-australia-of-energy-policies-in-east-asia.html
https://www.rba.gov.au/publications/bulletin/2021/sep/towards-net-zero-implications-for-australia-of-energy-policies-in-east-asia.html
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more nuanced energy transition as we phase out hydrocarbons over 
decades to come.45 

6.28 However, this vision for CCS is not shared universally, with Dr Jim Stanford 
from the Centre for Future Work stating: 

… the emphasis on carbon capture and storage is misplaced for several 
reasons. First of all, it is going to facilitate the continued production and 
overreliance on fossil fuels in Australia's energy system and in our 
economy by somehow saying, 'If we get carbon capture and storage to 
finally work, we can keep doing what we're already doing.' But the reality 
is that the rest of the world is not going to be buying our fossil fuels 
whether we continue to produce them or not, given the accelerating 
transformation that's happening globally. So this, in a way, is giving false 
hope, I would say, to industries that have to be grappling with a transition 
that is already upon us. Secondly, there are the opportunity costs of the 
money that's spent on carbon capture and storage itself. The past 
experience with these technologies has been very negative, in terms of the 
amount of money that has been spent and the still dubious feasibility of 
the technologies. Thirdly, it sends, I would say, a negative signal to 
investors and businesses and the rest of the world that Australia is still 
thinking about how to preserve fossil fuel production, rather than jumping 
on the bandwagon of renewable energy technologies and all of the 
industrial spin-offs that those could produce. So I think, for all those 
reasons, that aspect of the climate plan that has been discussed in the last  
couple of weeks is quite misplaced.46 

6.29 The Australian Government is focussed on developing immature 
technologies—including hydrogen—as alternative energy sources as a way of 
reducing emissions and potentially reducing prices. Hydrogen is the most 
common chemical in the universe, can be produced as a gas or liquid, can be 
stored and delivered through existing natural gas infrastructure or transported 
on trucks or ships, making it suitable for export. It has many uses including as 
a fuel for transport and heating and a way to store energy.47 

6.30 Renewables and hydrogen projects may also offer transition opportunities for 
communities which are currently based around oil and gas, with Geoscience 
Australia (GA) identifying hydrogen opportunities near a number of oil and 
gas regions (for example, Bundaberg, Gladstone, Denham, Whyalla and the 
Hunter Valley).48 The Investor Group on Climate Change also noted that some 
of these regions home some of the critical infrastructure key to emerging 

 
45 Dr Raab, CO2CRC, Proof Committee Hansard, 10 November 2021, p. 7. 
46 Dr Jim Stanford, Economist and Director, Centre for Future Work Senate Economics References 

Committee Proof Committee Hansard, 11 November 2021, p. 16. 

47 ARENA, Hydrogen energy, https://arena.gov.au/renewable-energy/hydrogen/  
(accessed 11 August 2021). 

48 GA, AusH2 - Australia's Hydrogen Opportunities Tool, https://portal.ga.gov.au/persona/hydrogen  
(accessed 11 August 2021). 

https://arena.gov.au/renewable-energy/hydrogen/
https://portal.ga.gov.au/persona/hydrogen
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growth industries, presenting these communities with new opportunities.49 
Professor Newman told the committee: 

Australia is in a perfect position to adapt to this [new net  zero economy] 
because solar is now the cheapest form of power the world has ever 
known. It is significantly cheaper than anything else, and that, with 
batteries, is meaning the end of coal. That, with batteries and electric 
vehicles, means the end of oil. The various technologies in homes and 
businesses are meaning the end of gas as well. So we now have the 
technology that can enable us to make the transition, and the only other 
part of that equation is for industry. Industrial fuels are increasingly 
moving to hydrogen. Places that can produce hydrogen from solar and 
wind are going to be where the new economy emerges most, and that will 
be in regional Australia, particularly around regional ports.50 

6.31 Industry is also getting on board with hydrogen, with the BCA highlighted the 
importance of green and blue hydrogen;51 and the Australian Renewable 
Energy Agency (ARENA) announcing that $32.1 million funding for a project 
to blend hydrogen into their gas network at Wodonga.52 

6.32 In its 2021 Inputs, Assumptions and Scenarios Report the Australian Energy 
Market Operator (AEMO) investigated a number of scenarios for Australia's 
future energy growth including as a 'Hydrogen Superpower' which considers 
a much stronger decarbonisation objective and the potential high economic 
growth. It suggests that this may deliver benefits to Australia's economy 
through strong renewable exports, in particular hydrogen and green steel, as 
well as delivering net zero emissions by 2050.53 

6.33 As well as highlighting the transition role of natural gas and gas infrastructure 
the BCA pointed to the development of renewable gas alternatives such as 
syngas, biomethane, as well as green hydrogen as potential energy options.54 

Carbon pricing 
6.34 The Conservation Council of WA suggested that, on the basis of a carbon price 

of $109 per tonne and the need for Australia to meet its Paris commitments, the 
six main WA LNG projects will generate a carbon liability of almost $35 billion 
by 2030, with costs to be borne by Australian taxpayers.55 

 
49 BCA, Achieving a net zero economy, October 2021, pp. 38 and 51 (accessed 12 October 2021). 
50 Professor Peter Newman AO, Private capacity, Proof Committee Hansard, 20 August 2021, p. 31. 

51 BCA, Achieving a net zero economy, October 2021, p. 26 (accessed 12 October 2021). 
52 Australian Renewable Energy Agency (ARENA), 'Rewired podcast: Is there a role for renewable 

gas in our homes?', ARENAWIRE, 16 July 2021 (accessed 11 August 2021). 
53 AEMO, 2021 Inputs, Assumptions and Scenarios Report, July 2021 July 2021, pp. 21–22 (accessed 

11 August 2021). 

54 BCA, Achieving a net zero economy, October 2021, p. 51 (accessed 12 October 2021). 
55 Conservation Council of Western Australia, Submission 20, p. 4. 

https://d3n8a8pro7vhmx.cloudfront.net/bca/pages/6612/attachments/original/1633693581/BCA_Achieving_a_net_zero_economy_-_9_October_2021.pdf?1633693581
https://d3n8a8pro7vhmx.cloudfront.net/bca/pages/6612/attachments/original/1633693581/BCA_Achieving_a_net_zero_economy_-_9_October_2021.pdf?1633693581
https://arena.gov.au/blog/role-for-renewable-gas-in-our-homes/
https://arena.gov.au/blog/role-for-renewable-gas-in-our-homes/
https://aemo.com.au/-/media/files/major-publications/isp/2021/2021-inputs-assumptions-and-scenarios-report.pdf?la=en&hash=F3FEB4E71CA451A31E2251DC06DF5FDA
https://d3n8a8pro7vhmx.cloudfront.net/bca/pages/6612/attachments/original/1633693581/BCA_Achieving_a_net_zero_economy_-_9_October_2021.pdf?1633693581
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6.35 Application of a carbon price or tax on emissions has been suggested as a 
solution to the problem of ongoing investment in fossil fuels, including oil and 
gas, placing natural limitations on investment by pricing carbon, such as that 
legislated by the Clean Energy Act 2011 (repealed in 2014).56 The 
implementation of a carbon price could be two-staged with stage one 
decreasing the attractiveness of other fossil fuels without affecting gas, and 
stage two decreasing the attractiveness of all fossil fuels, increasing the relative 
attractiveness of renewable energy sources.57 

6.36 Per Capita strongly supported taxation changes that would result in a greater 
return to public revenue and argued for reinvestment of public monies:  

… as long as we are still exporting fossil fuels, the return to the Australian 
people—and I think it's a more imperative argument now—should be 
sufficient to invest not only in all of the social and economic programs that  
we need but in carbon mitigation and decarbonising our economy.58 

6.37 However, Professor Chandler warned of the challenges associated with 
changes to the fiscal environment for oil and gas companies, including through 
carbon pricing. He suggested that any changes should be measured, preceded 
by consultation and that consideration be given in some cases to only applying 
changes from a future date.59 

 
56 Mr Morrison, Institute for Sustainable Futures, University of Technology Sydney, Submission 36 , 

pp. 4–5; Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 84. 
57 C Gürsan and V de Gooyert, 'The systemic impact of a transition fuel: Does  natural gas help or 

hinder the energy transition?', Renewable and Sustainable Energy Reviews, 138 (2021), 110552, 
https://doi.org/10.1016/j.rser.2020.110552, p. 16 (accessed 15 September 2021). 

58 Ms Dawson, Per Capita, Proof Committee Hansard, 20 August 2021, p. 52. 
59 Centre for Mining, Energy and Natural Resources Law, Submission 11, pp. 19–20. 

https://doi.org/10.1016/j.rser.2020.110552
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Chapter 7 
Improving Australia's Economic Return 

7.1 This chapter commences with a discussion about the myriad of cross 
ownership and links to multinational entities before examining possible 
avenues for increasing economic returns for Australians.  

Bled dry…foreign ownership and profits 
7.2 As discussed by a number of submitters, and illustrated in Figure 7.1, 

Australia's oil and gas industry is over 80 per cent foreign owned, with the 
vast majority of profits flowing overseas.1 

Figure 7.1 Australian liquified natural gas (LNG) Industry cross-
ownerships, identifying projects—with link widths proportional 
to relative ownership by each project participant 

 
Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 29. 

 
1 See, for example: Professor Clinton Fernandes, Submission 3.1, p. 2; Lock the Gate Alliance, 

Submission 14, p. 8; Conservation Council of Western Australia, Submission 20, p. 3; 
Mr Boyd Milligan and Professor Peter Newman, Curtin University Sustainability Policy (CUSP) 
Institute, Submission 38, pp. 29–30; Associate Professor Lee, Submission 40, p. 4. 
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7.3 Mr Boyd Milligan and Professor Peter Newman observed that: 
… with the large multinationals operating in the Australian LNG industry, 
degree of benefit to the Australian society and offshore distance to 
corporate headquarters appear to be to be inversely related.2 

7.4 Furthermore, with the exception of Western Australia (WA), figures for local 
content are not generally available so it is difficult to gauge the extent of local 
benefit. Chevron noted that it had $67 billion in local content including local 
wages and contractors, local fabrication and local service contracts.3 In 
contrast, Lock the Gate Alliance4 and the Conservation Council of WA5 
submitted that unconventional gas operators typically source design and 
engineering expertise, materials and equipment from overseas, sending profits 
overseas and with limited benefit to the local economy. 

7.5 Research conducted by the Australian Industrial Transformation Institute 
(AITI) supports this view and discusses the indelible effects on Australian 
capability and resilience: 

Upstream of the mines' operations, local content in mine construction and 
technologies was seen to have fallen from well over 50 per cent at the start  
of the last decade's mining boom in 2003, to well below 50 per cent by 
around 2011. This decline had several causes, amongst which was the shift  
in the balance of resources expansion toward large offshore LNG projects 
with very low local content. Key systems technologies, together with plant  
and equipment, are increasingly imported as modules. Australian content  
is concentrated on more basic construction, operations and labour … The 
structure favours early-stage extraction for overseas markets over domestic 
value-adding. 6 

7.6 The Institute submitted that ultimately Australia's policy settings are 
favourable to foreign-owned businesses and work against the national interest: 

In the resources sector, large multinational businesses are dominant.  This 
together with policy arrangements favourable to these businesses, but 
unfavourable to the national interest, has allowed the Australian resources 
industry to regress towards a predominantly export oriented, low value-
add, extractive industry, alongside strong overseas repatriation of its 
revenues. 7 

 
2 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 38. 

3 Mr David Wawn, Chevron Australia, Proof Committee Hansard, 27 August 2021, p. 27. 
4 Lock the Gate Alliance, Submission 14, p. 8. 

5 Conservation Council of Western Australia, Submission 20, p. 3. 
6 Australian Industrial Transformation Institute (AITI), Flinders University, Australian sovereign 

capability and supply chain resilience: perspectives and options, August 2021, p. 50 (accessed 
21 October 2021). 

7 AITI, Flinders University, Australian sovereign capability and supply chain resilience: perspectives and  
options, August 2021, p. 32 (accessed 21 October 2021). 

https://www.flinders.edu.au/content/dam/documents/research/aiti/Australian_sovereign_capability_and_supply_chain_resilience.pdf
https://www.flinders.edu.au/content/dam/documents/research/aiti/Australian_sovereign_capability_and_supply_chain_resilience.pdf
https://www.flinders.edu.au/content/dam/documents/research/aiti/Australian_sovereign_capability_and_supply_chain_resilience.pdf
https://www.flinders.edu.au/content/dam/documents/research/aiti/Australian_sovereign_capability_and_supply_chain_resilience.pdf
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Improving Australia's economic return 
7.7 Per Capita submitted that reform to Australia's oil and gas tax regime is 

required: 
On any objective assessment of Australia's current taxation system … 
remains the one in which successive governments have proved unwilling 
or incapable of implementing adequate taxation measures. 

… It's well past time for our political leaders to grasp the mettle of 
structural reform to deliver a sustainable tax base to support the wellbeing 
and future prosperity of the Australian people. 

… a critical part of such reform is the implementation of efficient and 
effective taxation on our natural resources, including our oil and gas 
reserves.8 

7.8 While the oil and gas industry argued for policy and fiscal certainty to ensure 
ongoing investment in Australian oil and gas, other submitters suggested 
changes to improve Australia's economic return, as discussed below. 

Suggested amendments to the petroleum resource rent tax 
7.9 The Australian Manufacturing Workers' Union (AMWU) thought oil and gas 

market transparency could be improved by shifting the transfer pricing point 
from point of processing to the point of LNG sale.9 Taking account of evidence 
provided by the Australian Petroleum Production and Exploration Association 
(APPEA), this might have the effect of making liquefaction and shipping 
processes deductible for petroleum resource rent tax (PRRT) purposes.10 

7.10 Lock the Gate Alliance recommended the application of a modified netback 
only approach to calculating the gas transfer price.11 

7.11 Similarly, the Australia Institute12 and the Centre for International Corporate 
Tax Accountability and Research (CICTAR) recommended a retrospective 
regulatory change in the gas transfer pricing mechanism, restricting the gas 
transfer price to the net-back only approach, with CICTAR calculating that this 
would increase revenue by $90 billion, as well as simplifying regulations and 
improving transparency.13 

7.12 The AMWU and Dr Cameron Murray argued that excessive carry-over and 
escalation of costs in the tax base for the existing PRRT should be removed to 

 
8 Per Capita, Submission 19, p. 4. 

9 Australian Manufacturing Workers' Union (AMWU), Submission 10, p. 11. 
10 Australian Petroleum Production and Exploration Association (APPEA), Submission 13, pp. 27–28. 
11 Lock the Gate Alliance, Submission 14, p. 4. 

12 The Australia Institute, Submission 26, p. 6. 
13 Centre for International Corporate Tax Accountability and Research (CICTAR), Submission 28, 

pp. 3–4. 
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ensure greater flow of PRRT to public revenue.14 Mr Kevin Morrison suggested 
that the transfer of carried forward expenditure from one project to another 
and that decommissioning costs should no longer be deductable.15 This is in 
accordance with the Henry Review which found that 'uplift rates over-
compensate successful investors for the deferral of PRRT deductions'.16 

7.13 Prosper Australia suggested that, in conjunction with a fixed royalty, the PRRT 
should be phased out over five years, allowing industry to write off the 
$342 billion in carry forward losses. It also recommended that depreciated 
optimised replacement costs be better regulated to ensure that the value of 
assets is not over estimated, enabling excessive depreciations.17 

7.14 Per Capita also argued similarly to the Henry Review, that the PRRT ought to 
be replaced by a uniform national resource rent tax, applied at a rate 
significantly higher than the current effective tax rate.18 

The sovereign risk snipe 
7.15 The Fraser Institute's annual Global Petroleum Survey 2018 noted that Australia 

is an attractive oil and gas investment destination, with around 38 per cent of 
those surveyed responding that the taxation regime is only a 'mild deterrent to 
investment, but that uncertainty, compliance costs, labour and employment 
frameworks and environmental regulation were contributing to a reluctance to 
invest'.19 

7.16 Dr Diane Kraal, Professor Machiel Mulder and Mr Peter Perey wrote in their 
2020 paper that risks to investment by oil and gas as a result of tax changes are 
vastly overstated: 

… it is anticipated that industry will again raise the issue of 'sovereign risk' 
in response to calls for tax reform, however as discussed, such risk 
concerns are overstated. Sovereign risk is characterised by overt  changes, 
such as nationalisation of resources, certainly not by tax regulatory 
changes. 20 

 
14 Dr Cameron Murray, Submission 2, p. 1; AMWU, Submission 10, p. 12. See also: Mr Kevin Morrison, 

Submission 41, p. [2]. 

15 Mr Kevin Morrison, Submission 41, p. [2]. 
16 Dr Diane Kraal, 'Review of Australia's petroleum resource rent tax: implications from a case study 

of the Gorgon gas project', Federal Law Review, Vol. 45, p. 338 (accessed 13 October 2021). 
17 Prosper Australia, Submission 18, p. 4. 

18 Per Capita, Submission 19, p. 7. 
19 Ashley Stedman and Kenneth P. Green, Fraser Institute, Global petroleum survey 2018, 2018, pp. 58 , 

60, 61, 62 and 65 (accessed 20 September 2021). 
20 [Dr] Diane Kraal, Machiel Mulder and Peter Perey, 'Taxation and pricing of natural gas: the Dutch 

transition to a gas market hub and lessons for Australia's integrated gas projects, University of New 
South Wales Law Journal, vol 43(1), 2020, p. 32 (accessed 29 October 2021). 

https://journals.sagepub.com/doi/pdf/10.1177/0067205X1704500207
https://journals.sagepub.com/doi/pdf/10.1177/0067205X1704500207
https://www.fraserinstitute.org/sites/default/files/global-petroleum-survey-2018.pdf
https://www.unswlawjournal.unsw.edu.au/wp-content/uploads/2020/02/Kraal-et-al-Taxation-and-Pricing-of-Natural-Gas.pdf
https://www.unswlawjournal.unsw.edu.au/wp-content/uploads/2020/02/Kraal-et-al-Taxation-and-Pricing-of-Natural-Gas.pdf
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7.17 They noted that changes to the petroleum regulatory framework in the 1970s 
and again in 2018 did not stem investment or cause the industry to claim 
'sovereign risk'.21 

7.18 CICTAR agreed that PRRT changes would be unlikely threaten future 
investments, given that projects were approved on the basis of revenue and 
supply that has not been delivered, that the annual financial impact is small 
given oil and gas income, and that the PRRT has already changed a number of 
times to benefit industry.22 Dr Murray also thought that future investment was 
unlikely to be threatened, with tax and regulation changes a recognised part of 
doing business.23 

7.19 Similarly, Ms Emma Dawson from Per Capita thought that arguments about 
Australia's operating environment and costs were 'irrelevant': 

The argument is about the value of our natural resources and how much 
return we're getting from them. Those cost benefit considerations are for  
companies to make, and it's a similar argument to that which says,  'If we 
tax them too highly, they'll take their business elsewhere.' We have the 
resources; the resources are in our land mass. It's a pretty spurious 
argument. The fact that other countries do this successfully, such as 
Norway, which is a highly developed country with very high living 
standards and high rates of income, I think really puts the light on that 
argument. 24 

7.20 In 2015, the Boston Consulting Group's analysis of the percentage government 
share of oil and gas revenues placed Australia's rate at around a global low 
59 per cent, well below Algeria's 88 per cent and Norway's 76 per cent, as 
shown in Figure 7.2. Australia's government share is moderate at best—if not 
corporate welfare—implying that there is significant opportunity to increase 
public benefit without reducing an adequate return on investment. 25 

  

 
21 Diane Kraal, Machiel Mulder and Peter Perey, 'Taxation and pricing of natural gas: the Dutch 

transition to a gas market hub and lessons for Australia's integrated gas projects, University of New 
South Wales Law Journal, vol 43(1), 2020, p. 32 (accessed 29 October 2021). 

22 CICTAR, Submission 28, p. 4. 

23 Dr Murray, Submission 2, p. 5. 
24 Ms Emma Dawson, Executive Director, Per Capita, Proof Committee Hansard, 20 August 2021, p. 52. 
25 Iván Martén, Philip Whittaker, and Álvaro Martínez de Bourio, Boston Consulting Group, 

Government take in upstream oil and gas: framing a more balanced dialogue, 9 December 2015 (accessed 
21 September 2021). 
This is similar to Australia's performance based on effective tax rates for petroleum. See: Fisca l 
Affairs Department, International Monetary Fund (IMF), Average Effective Tax Rates (AETR) for 
Petroleum and Mining, 15 August 2012, p. 27 (accessed 20 September 2021). 

https://www.unswlawjournal.unsw.edu.au/wp-content/uploads/2020/02/Kraal-et-al-Taxation-and-Pricing-of-Natural-Gas.pdf
https://www.unswlawjournal.unsw.edu.au/wp-content/uploads/2020/02/Kraal-et-al-Taxation-and-Pricing-of-Natural-Gas.pdf
https://www.bcg.com/publications/2015/government-take-in-upstream-oil-and-gas-framing-a-more-balanced-dialogue
https://www.imf.org/external/np/pp/eng/2012/081512.pdf
https://www.imf.org/external/np/pp/eng/2012/081512.pdf
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Figure 7.2 Global comparison of government share of oil and gas revenue 

 
Boston Consulting Group 26 

Apply a royalty on offshore projects 
7.21 A number of submitters27 argued for a flat-rate royalty for all offshore gas 

projects in order to maximise economic return. 

7.22 States and territories levy royalties on onshore oil and gas and mineral 
resources, generally applying a specific rate calculated as a flat rate per tonne 
or an ad valorem which is calculated as a proportion of the royalty value or 
value of the product sold.28 

7.23 Given commodity price fluctuations royalties have the benefit of generating a 
quicker, more stable stream of taxation revenue but may have a dampening 
effect on investment in exploration and technology because they are levied 

 
26 Iván Martén, Philip Whittaker, and Álvaro Martínez de Bourio, Boston Consulting Group, 

Government take in upstream oil and gas: framing a more balanced dialogue, 9 December 2015 (accessed 
21 September 2021). 

27 See, for example: Institute for Energy Economics and Financial Analysis (IEEFA), Submission 29 , 
p. 4; AMWU, Submission 10, p. 11; Prosper Australia, Submission 18, p. 3; Associate Professor Lee, 
Submission 40, p. 6. 

28 Department of Mines, Industry Regulation and Safety, Government of Western Australia, Mineral  
royalties, http://www.dmp.wa.gov.au/Minerals/Royalties-
1544.aspx#:~:text=The%20royalty%20value%20is%20broadly%20calculated%20as%20the,an%20alt
ernative%20to%20%E2%80%98royalty%20value%E2%80%99%20applies%20e.g.%20nickel. 
(accessed 13 October 2021); John Freebairn, Tax and Transfer Policy Institute, Australian National 
University, 'Royalties or resource rent taxes?', TTPI, 10 December 2015 (accessed 13 October 2021). 

https://www.bcg.com/publications/2015/government-take-in-upstream-oil-and-gas-framing-a-more-balanced-dialogue
http://www.dmp.wa.gov.au/Minerals/Royalties-1544.aspx
http://www.dmp.wa.gov.au/Minerals/Royalties-1544.aspx
http://www.dmp.wa.gov.au/Minerals/Royalties-1544.aspx
https://www.austaxpolicy.com/which-is-more-efficient-and-effective-comparing-royalty-and-resource-rent-taxes/
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before net profit is determined, and they do not take account of differences in 
project profitability.29 

7.24 The Henry Review argued that royalty-based taxes offer a lower rate of return 
over time for finite resource opting for an across the resource sector profits-
based tax that built in the value gained by a commodity over time effectively 
meaning the taxpayer gets a higher rate of return.  

7.25 By contrast, industry revenues and profits are more stable under a resource 
rent tax regime and in theory such taxes would be more efficient and adjust to 
profitability with no effect on production decisions, by implication 
encouraging investment.30 The Tax and Transfer Policy Institute noted that: 

Because the resource rent tax base is much smaller than the royalty base, as 
noted in the table above, in order to collect about the same revenue the 
resource rent tax rate has to be severalfold times the royalty rate. 31 

7.26 The South Australian (SA) Government told the committee of the success of its 
royalty regime in generating public revenue.32 Similarly, the Conservation 
Council of WA noted the success of WA's North West Shelf (NWS) project in 
bolstering public revenue through a royalty: 

… the North West Shelf, is an exception to the current rule that LNG 
projects get free gas. It paid $1.9 billion for its gas over just  18 months in 
2014 and 2015. Why is the NWS different? Because it is subject to a royalty, 
not the PRRT. 33 

7.27 The Institute for Energy Economics and Financial Analysis (IEEFA), suggested 
a levy of 12.5 per cent on the wellhead value,34 and CICTAR argued for a 
retrospective royalty, levied at 10 per cent.35 CICTAR suggested that the 
royalty be applied along with a reformed PRRT and the associated credits to 
provide potential future revenue.36 Per Capita advised the committee that: 

 
29 John Freebairn, Tax and Transfer Policy Institute, Australian National University, 'Royalties  or 

resource rent taxes?', TTPI, 10 December 2015 (accessed 13 October 2021); Dr Kraal, 'Review of 
Australia's petroleum resource rent tax: implications from a case study of the Gorgon gas project' , 
Federal Law Review, Vol. 45, p. 324 (accessed 13 October 2021). 

30 Dr Kraal, 'Review of Australia's petroleum resource rent tax: implications from a case study of the 
Gorgon gas project', Federal Law Review, Vol. 45, p. 324 (accessed 13 October 2021). 

31 John Freebairn, Tax and Transfer Policy Institute, Australian National University, 'Royalties  or 
resource rent taxes?', TTPI, 10 December 2015 (accessed 13 October 2021). 

32 South Australian Government, Submission 51, p. 1. 

33 Conservation Council of WA, Submission 20, p. 2. 
34 IEEFA, Submission 29, p. 4. 

35 CICTAR, Submission 28, pp. 2 and 6. 
36 CICTAR, Submission 28, pp. 2 and 6. 
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… the benefit of having a royalties based system is that it's a lot  harder  to 
do that tricky accounting. The system that we have in place should be 
designed in order to minimise the opportunities for that tax avoidance as 
much as possible … the fact remains on principle that, as long as we are 
still exporting fossil fuels, the return to the Australian people—and I think 
it's a more imperative argument now—should be sufficient to invest not 
only in all of the social and economic programs that we need but in carbon 
mitigation and decarbonising our economy.37 

7.28 Similarly, the Australian Manufacturing Workers' Union (AMWU) told the 
committee that a royalty on top of the PRRT would simplify matters: 

… the PRRT was a well-designed tax in the late eighties but  is no longer. 
So I think the view is that royalties are easy to calculate because you count 
them as they come out the ground and you take your cut as you go 
through. 

… 

We can either go through a costly and detailed reanalysis of the PRRT and 
how it should work or we can simply add a bit more—clip the t ickets on 
the way through and make it a simpler way of raising a fair share of 
revenue for the taxpayer out of their resources when they're sold.38 

7.29 The committee was told that a royalty would provide guaranteed revenue up 
front, with the Conservation Council of WA pointing to the success of the 
NWS royalty,39 ensuring that Australia's finite resources are not given away 
free of charge. Under such a scheme it was estimated that a royalty would 
raise $2.8 billion in revenue per annum and still provide a highly competitive 
investment environment, as per Norway's example.40 

7.30 The IEEFA also recommended a thorough review of how royalty is calculated 
for onshore gas, as well as an Australian Taxation Office (ATO) determined 
wellhead value on which the royalty rate is applied.41 

7.31 Dr Kraal argued for an earlier revenue scheme, anticipating a shorter than 
expected lifespan for fossil fuels due to lower commodity prices, climate 
change and moves to a net zero emissions economy: 

… payment for Australia's gas upon extraction should arguably be 
earlier—on production—as with a royalty regime, rather than delayed 
payments—as with a profits-based tax. In the case of integrated gas 
projects in Commonwealth waters, the retention of the PRRT and the 
addition of a Commonwealth royalty on production (which is fully 

 
37 Ms Dawson, Per Capita, Proof Committee Hansard, 20 August 2021, p. 52. 
38 Mr Warren Tegg, National Director of Policy, Australian Manufacturing Workers' Union 

(AMWU), Proof Committee Hansard, 27 August 2021, p. 10. 
39 Conservation Council of Western Australia, Submission 20, p. 2. 

40 CICTAR, Submission 28, p. 6; Prosper Australia, Submission 18, p. 3. 
41 IEEFA, Submission 29, p. 4. 
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creditable against the PRRT) would provide uniformity of federal 
legislation and is strongly suggested as the best option to meet the PRRT 
Review aim of providing an equitable return to the Australian 
community. 42 

Oil and gas government assistance 
7.32 Like many industries, the oil and gas industry benefits from a range of direct 

and indirect government assistance at federal and state levels. These range 
from direct funding to subsidies, grants, tax offsets, rebates and credits, to 
indirect assistance through infrastructure development and upgrades (such as 
ports, rail and roads), and exploration assistance (for example, through 
provision of exploration data).43 

7.33 It is challenging to ascertain the value of assistance granted to the oil and gas 
industry over time due to the difficulties of identifying and collating subsidy 
information. Nevertheless, the Australia Institute reported that government 
assistance to the oil and gas industry has been significant historically, 
reporting that between 2008 and 2014 state government subsidies amounted to 
over $2.2 billion in direct assistance.44 Combined federal and state government 
assistance to the oil and gas industry was reported as $10.3 billion in 2020–21, 
with $8.3 billion committed to longer-term projects.45 Per Capita told the 
committee that 'the amount of compensation we gave just to oil and gas last 
year [i.e. 2020] outspent the value of our defence spending.'46 

7.34 The International Monetary Fund (IMF) estimated that Australia subsidised oil 
and gas to the value of $9.7 billion in 2021—inclusive of both implicit and 
explicit subsidies.47 Bearing in mind that the oil and gas revenue paid to 

 
42 Dr Kraal, 'Review of Australia's petroleum resource rent tax: implications from a case study of the 

Gorgon gas project', Federal Law Review, Vol. 45, p. 342 (accessed 13 October 2021). 
43 Rod Campbell, Eliza Littleton and Alia Armistead, The Australia Institute, Fossil fuel subsid ies in 

Australia: federal and state government assistance to fossil fuel producers and major users 2020–21, 
April 2021, pp. 1–2. 

44 The Australia Institute, Submission 26, p. 7. See also: Mick Peel, Roderick Campbell  and Richard 
Denniss, The Australia Institute, Mining the age of entitlement: state government assistance to the 
minerals and fossil fuel sector: technical brief no. 31, June 2014, pp. 5 and 22 (accessed 
10 September 2021). 

45 Rod Campbell, Eliza Littleton and Alia Armistead, The Australia Institute, Fossil fuel subsid ies in 
Australia: federal and state government assistance to fossil fuel producers and major users 2020–21, 
April 2021, p. 1. 

46 Ms Dawson, Per Capita, Proof Committee Hansard, 20 August 2021, p. 52. 
47 The calculations follow two steps for each fuel source and end-user (e.g., industrial coal use): 

(i) estimation of country-level externalities based on associated air pollution and greenhouse gas  
emissions and (ii) calculation of country-level subsidies based on support given to producers  and 
the gap between retail prices and the socially optimal price. The results but not the underlying 
assumptions and calculations for step (i) are provided in this spreadsheet. Subsidies are 
disaggregated into explicit and implicit subsidies, where explicit reflect subsidies due to supply 

https://journals.sagepub.com/doi/pdf/10.1177/0067205X1704500207
https://journals.sagepub.com/doi/pdf/10.1177/0067205X1704500207
https://australiainstitute.org.au/wp-content/uploads/2020/12/Mining-the-age-of-entitlement.pdf
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Australians was estimated at around $3.52 billion per annum48 in 2019 it may 
be that that Australia is giving more than it receives. 

7.35 Mr Milligan and Professor Newman advised the committee that further 
assistance to industry is provided through sale opportunity. They estimated 
that the provision of gas for the generation of thermal or electrical energy, at 
no apparent cost to industry at $1.6 billion (as domestic gas) in 2019 and 
$3.6 billion (as LNG) per annum, rising to the then present-day value of 
$19.2 billion and $60.6 billion respectively, not including any PRRT payable on 
this gas.49 

7.36 Mr Andrew McConville, Chief Executive of APPEA, argued for reforms to 
maximise benefit to the Australian people through further subsidisation, 
including encouraging employment through deductible salary and wage costs, 
the introduction of investment allowances to encourage investment, and the 
enabling business project restructuring through the transactional swapping of 
permits and infrastructure interests.50 

7.37 Disturbingly the Australia Institute found that 'many Australians are unaware 
of the existence and extent of fossil fuel subsidies in Australia' but that they 
increasingly oppose industry support, preferring to see public funds spent on 
renewable energy projects. Moreover 'the proposal of a "gas-fired recovery" 
remains deeply unpopular', with only 12 per cent of Australians preferring 
investment in gas.51 

Reduce or stop oil and gas subsidies 
7.38 Professor Clinton Fernandes told the committee that the government could 

have structured these assistance measures as income-contingent subsidies, 
with companies required to pay back some or all of the subsidy once their 
income exceeded a specified amount.52 

 
costs being greater than the retail prices, whereas implicit reflect subsidies due to the efficient 
price being greater than the retail price, exclusive of any explicit subsidy. 

 Fiscal Affairs Department, International Monetary Fund (IMF), Energy subsidy template; 
September 2021, https://www.imf.org/-/media/Files/Topics/Environment/energy-subsidies/fuel-
subsidies-template-2021-updated-131021.ashx (accessed 16 December 2021). 

48 Mr Boyd Milligan and Professor Peter Newman, Curtin University Sustainability Policy (CUSP) 
Institute, Submission 38, p. 6. 

49 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 38. 
50 Mr Andrew McConville, Chief Executive, APPEA, Proof Committee Hansard, 27 August 2021, p. 2. 

51 Audrey Quicke, The Australia Institute, Climate of the Nation 2021: tracking Australia's attitudes 
towards climate change and energy, 2021, pp. 25 and 27 (accessed 13 October 2021). 

52 Professor Fernandes, Submission 3, p. 4. 

https://www.imf.org/-/media/Files/Topics/Environment/energy-subsidies/fuel-subsidies-template-2021-updated-131021.ashx
https://www.imf.org/-/media/Files/Topics/Environment/energy-subsidies/fuel-subsidies-template-2021-updated-131021.ashx
https://australiainstitute.org.au/wp-content/uploads/2021/10/211013-Climate-of-the-Nation-2021-WEB.pdf
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7.39 The Australia Institute53 and Per Capita argued for the reduction or removal of 
subsidies to the oil and gas industry, along with increased taxation, in order to 
improve public revenue.54 

7.40 Mr Kevin Morrison suggested that fossil fuel subsidies could be partly reduced 
by applying a carbon price or tax on greenhouse gas (GHG) emissions, with 
the revenue raised used to fund projects to transition Australia to a lower 
emission economy.55 Australian Parents for Climate Action similarly 
advocated for incentives and support for renewable energy projects and the 
transition away from gas.56 

7.41 Mr Milligan and Professor Newman also advocated for the review of other 
forms of industry assistance, such as the National Energy Guarantee which 
exempts and protects emissions-intensive trade-exposed industries competing 
with cleaner, global competitors, to determine alternative policy settings.57 

Nationalise oil and gas 
7.42 Some witnesses suggested the nationalisation of Australia's oil and gas as a 

way of maximising economic returns, either through direct government 
ownership58 or equity in private operators. 

7.43 CICTAR noted that: 
… the Australian government has been completely missing in action to 
secure Australia's energy security or even to ensure government revenue is 
generated from the extraction and export of Australia's natural resources.59 

7.44 Associate Professor David Lee,60 Professor Fernandes61 and Dr Murray argued 
for the issue of equity to state and/or territory governments, or the Australian 
Government (depending on whether the project is onshore or offshore), as a 
proportion of total revenues in that year. 

7.45 Dr Murray suggested this be at a rate of, for example, five per cent per annum, 
continuing until the total proportion of government ownership is 30 per cent. 62 

 
53 The Australia Institute, Submission 26, p. 7. 
54 Per Capita, Submission 19, p. 6. 
55 Mr Morrison, Institute for Sustainable Futures, University of Technology Sydney, Submission 36 , 

pp. 4–5. 

56 Australian Parents for Climate Action, Submission 45, p. 5. 
57 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 77. 
58 Associate Professor Lee, Submission 40, p. 4. 

59 CICTAR, Submission 28, p. 4. 
60 Associate Professor Lee, Submission 40, p. 1. 

61 Professor Fernandes, Submission 3.1, p. 5. 
62 Dr Murray, Submission 2, p. 1. See also: Professor Fernandes, Submission 3, p. 4. 
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He argued that, for future projects, governments could force companies to take 
them as an equity partner, with share ownership favouring the government's 
contribution—for example on a two to one basis where the government 
contributes 15 per cent of costs but is given a 30 per cent equity stake. As 
discussed above, this model offers public advantages through the state's ability 
to exert influence, prioritise the maximisation of public benefit and through 
shareholder profits. 

7.46 Professor John Chandler argued that the time for a national oil and gas 
company had passed, after 60 years of private exploration and development. 
He told the committee that: 

… generally speaking, government in Australia doesn't have a great 
appetite for the risk that's involved, unless you have a free carried interest . 
There are ways of structuring these things so you have a free carried 
interest and you don't have to put your hand in your pocket for the 
exploration and development costs. But the beauty of the licence model, as 
it is currently without a national oil company, is the government doesn't 
have to put its hand in its pocket, except in relation to tax refunds and 
things like that 

… 

Certainly, a national oil company is one way of doing it. But if you have a 
stronger regulator and you've got good tools and a very competent 
regulator, you can do quite a bit.63 

7.47 Mr Morrison shared this view: 
It may have been a good idea back in the seventies, when Rex Connor was 
proposing the PMA [Petroleum and Minerals Authority], but probably not 
now, given the issue with emissions and decommissioning. The liabilities 
any national oil company would then have to take on with 
decommissioning would add to taxpayer expense. So I can't see some of 
the merits in that—but, as I said, had it been 30, 40 or 50 years ago, 
perhaps. 64 

Risk of stranded assets 
7.48 Nationalisation of oil and gas is not without risks; in 2011 the World Bank 

warned that 
As of today, the volatility in oil prices, the global recession, and the 
uncertain economic outlook make it difficult to accurately define the 
outlook for energy demand, petroleum supply additions, international 
trade policy, or even the geopolitical land-scape, all of which are critical to 
the future economic and political role of NOCs [national oil companies]. 
Several factors—including the significantly reduced availability of debt 
financing, and the ongoing volatility in the equity markets—may limit  the 

 
63 Professor John Chandler, Private capacity, Proof Committee Hansard, 20 August 2021, pp. 37–38. 
64 Mr Morrison, Private capacity, Proof Committee Hansard, 20 August 2021, p. 47. 
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ability of some NOCs to invest in new upstream capacities as originally 
planned. 65 

7.49 Furthermore, it warned that 'the performance and commercial efficiency of 
these state enterprises has in most cases not lived up to expectations and quite 
often has been disappointing.'66 

7.50 The IMF also advised that some of the benefits of state equity (such as having a 
'seat at the table' to influence decision making, rectifying information 
asymmetry) are also achievable by regulation.67 They observed that 62 per cent 
of nationalised oil and gas companies have poor public transparency, many 
spend most of the money they earn rather than transferring it to public 
revenue, and they can take on large amounts of debt which the state may 
become liable for. The global drive to transition away from fossil fuels makes 
this a risky proposition, with the assets that they hold potentially becoming 
unviable and stranded.68 More recently, a number of countries have considered 
or enacted partial privatisation or listing of their national oil companies.69 

7.51 Mr Warren Tegg from the AMWU highlighted the potential risks associated 
with nationalisation of oil and gas, particularly in relation to stranded assets: 

I think there is a real risk of stranded assets whenever we talk about gas. 
As mentioned, the IPCC [Intergovernmental Panel on Climate Change] 
was pretty firm on its view on the future for natural gas. As we move into 
the next round of climate negotiations, given how much of this stuff we 
export and the sort of the demands we're going to have on our emissions 
reduction to avoid things like carbon tariffs in the future, we might see gas 
turn south in a real hurry. Given the power of the gas industry, we are 
talking about potentially billions of dollars in a stranded asset, so there is a 
risk of the government getting involved.70 

7.52 A recent report by the Bank of International Settlements and Banque de France 
pointed to research that identified the costs of extraction of fossil fuels as a 

 
65 Silvana Tordo, Brandon S Tracy and Noora Arfaa, The World Bank, National  Oi l  Companies and  

Value Creation, World Bank working paper no. 218, 2011, pp. 21–22 (accessed 20 September 2011). 
66 Silvana Tordo, Brandon S Tracy and Noora Arfaa, The World Bank, National  Oi l  Companies and  

Value Creation, World Bank working paper no. 218, 2011, p. 24 (accessed 20 September 2011). 
67 Fiscal Affairs Department, IMF, Average Effective Tax Rates (AETR) for Petroleum and Mining, 

15 August 2012, p. 21 (accessed 20 September 2021). 

68 David Manley, David Mihalyi and Patrick R P Heller, 'Hidden giants', Finance and  Development, 
Vol. 56, no. 4, December 2019 (accessed 13 September 2021); see also: Patrick R P Heller, 'Doubling 
down: national oil companies as instruments of risk and reward', in Tony Addison and Alan Row 
(eds), Extractive industries: the management of resources as a driver of sustainable development, Oxford 
University Press, 2018, DOI:10.1093/oso/9780198817369.003.0015 (accessed 13 September 2021). 

69 Andy Brogan, Ernst and Young, Why national oil companies need to transform, 12 April 2019 
(accessed 13 September 2021). 

70 Mr Tegg, AMWU, Proof Committee Hansard, 27 August 2021, p. 10. 
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predictive factor for which assets will be stranded, with resources in locations 
with higher extraction costs, like Australia, likely to be stranded first.71 Citi 
reported that  

…the risk of stranded assets is higher in Australia just by dint of the higher 
likelihood that people will take a bet on oil and gas compared to the EU 
[European Union], where they won't.72 

7.53 In 2020, BP reduced the value of its assets by US$17.5 billion, with Royal Dutch 
Shell also announcing an asset write-down of US$22 billion. Locally, 
significant write-downs were observed by the Australian Competition and 
Consumer Commission (ACCC), the majority of which were coal seam gas 
(CSG) fields in Queensland.73 

7.54 In 2020 Santos wrote down the value of its gas investments (including 
Gladstone LNG) by $1 billion to $1.1 billion as a result the collapse of oil and 
gas prices; with similar write-downs by Origin Energy of $1.2 billion and 
Woodside by $6.3 billion. In total, it was anticipated that write-downs would 
be more than $18 billion during the first half of 2020 alone.74 

7.55 Locally, Australia is the fourth country most at risk of stranded fossil fuel 
assets, valued at $103 billion.75 Global Energy Monitor placed Australia as the 
fifth most exposed country to the risk of stranded pipelines, with $56.2 billion 
of gas pipelines under construction or planned, at risk of becoming stranded 
assets.76 

7.56 Wood Mackenzie estimated that the fall in value industry-wide is 
US$1.6 trillion, with further falls anticipated. While COVID-19 has impacted 
on business, they warned that a more fundamental change to the industry is in 
progress. The Australasian Centre for Corporate Responsibility have also 
warned that these write-downs are evidence that fossil fuel assets are being 
stranded.77 

 
71 Patrick Bolton et al. The Green Swan: Central banking and financial stability in the age of climate change, 

Bank of International Settlements and Banque de France, January 2020, p. 25. 

72 Adam Morton, 'From Covid-19 to climate: what's next after the global oil and gas industry crash?', 
The Guardian, 12 July 2020 (accessed 9 August 2021). 

73 Australian Competition and Consumer Commission (ACCC), Submission 46, p. 1. 
74 Michael Mazengarb, 'Santos latest to write down gas investments, as total Australia losses near $20 

billion', Renew Economy, 21 July 2020 (accessed 9 August 2021). 
75 Richard Matthews, 'Investor Warning: Fossil Fuels and the Risk of Stranded Assets,' The Green 

Market Oracle, 25 April 2016 (accessed 9 August 2021). 

76 Angela Macdonald-Smith, 'Australia risks $US43b of ‘stranded' pipelines' , Austral ian Financial 
Review, 2 February 2021 (accessed 9 August 2021). 

77 Michael Mazengarb, 'Santos latest to write down gas investments, as total Australia losses near $20 
billion', Renew Economy, 21 July 2020 (accessed 9 August 2021). 
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Establish a sovereign wealth fund 
7.57 Mr Milligan, Professor Newman and Mr Morrison each drew the committee's 

attention to the lack of long-term benefit that had been accrued from 
Australia's oil reserves—for example through a sovereign wealth fund: 

What legacy does it [Australia's oil and gas industry] want to leave with 
Australia, what legacy do the Australian people want it to leave, to 
supplant the Australian natural assets it consumes? 

The consumption of these assets should serve to develop an equivalence 
conceptual: replacement of a natural asset with some sort of human 
constructed asset, such as national wealth.78 

At Australia's peak oil production in 2000-01 when oil output averaged 
almost 563 000 barrels a day (b/d) in the 2000-01 year and when the global 
average oil price was less than US$29/barrel for the same period. Given 
Australia has been an oil producer for almost 60 years, it has not  created 
any long-term legacy to future generations for the extraction of its non-
replenishable finite resources such as a sovereign wealth fund.79 

7.58 Per Capita argued for the establishment of an Education Future Fund as a form 
of sovereign wealth fund, using proceeds from a uniform national resource 
rent tax. It envisaged that the fund would be dedicated to school and 
vocational education and training to enable Australia to adapt and progress in 
an increasingly technological and automated environment. Crucially, 
Per Capita noted that 'its proceeds could…sustainably fund Australia's school 
education sector in perpetuity, even beyond the natural end of demand for 
non-renewable energy resources'.80 

7.59 The Australia Institute81 and Associate Professor Lee82 also argued for a 
sovereign wealth fund, as did IEEFA, suggesting that 30 per cent of royalties or 
PRRT be put aside, with income available to current governments for 
spending, and capital available to future generations.83 

7.60 Prosper Australia also argued for the introduction of environmental bonds to 
enable 100 per cent environmental remediation of oil and gas fields and 
revegetation (for onshore sites).84 

  

 
78 Mr Milligan and Professor Newman, CUSP Institute, Submission 38, p. 18. 
79 Mr Morrison, Institute for Sustainable Futures, University of Technology Sydney, Submission 36 , 
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80 Per Capita, Submission 19, p. 7. 

81 The Australia Institute, Submission 26, p. 2. 
82 Associate Professor Lee, Submission 40, p. 6. 

83 IEEFA, Submission 29, p. 6. 
84 Prosper Australia, Submission 18, p. 5. 
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Improve industry efficiency and competitiveness 
7.61 Professor Chandler explained the importance of effective and oil and gas 

industry operations, explaining to the committee that excessive operating or 
capital costs reduce the tax return to Australians:85 

Being energy efficient in production is an example of another  aspect of  a 
country getting the best out of petroleum—which you could call avoiding 
waste or more broadly ensuring operations are sustainable and fair to 
future generations.86 

7.62 He explained further that the intensity of production from a field and the lack 
of shared facilities can result in these excessive costs and that, importantly, 
production may not maximise oil and gas extraction from the field as a whole, 
with each operator focussed on profit and their own operations. He also 
observed that different operators perform at different levels of effectiveness 
and that efficiency and ability to manage delays and cost overruns, as well as 
fugitive emissions, affects public returns:87 

These companies are supposed to have expertise, but if they engage in a 
project and have a massive cost overrun or a massive time delay, that's 
going to impact on the government's revenue. There needs to be some 
accountability to them on those kinds of issues. They'll have a different 
view, for example, about the rate at which they want to produce and how 
fast, and they're going to do things at particular times depending on what 
the price is like. You have things like the flaring of gas and waste and all 
those kinds of issues, where they will do things to maximise their profit, 
but it will reduce what the government's going to get.88 

7.63 National Energy Resources Australia's (NERA) 2016 Australian Oil and Gas 
Competitiveness Assessment found that Australia had an overall ranking of 
6.4 out of 10, placing it seventh globally and slightly above the world median 
of 5.5, as shown in Figure 7.3. It found that Australia ranks first in the area of 
exploration, but lags in development and execution and production and 
abandonment phases. NERA noted that:  

Importantly for Australia, the industry is shifting from the Development to 
the Production phase; as a result, the focus should primarily be on 
improving operations performance, with a view to building capability in 
the Abandonment phase.89 
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Figure 7.3 Industry Competitiveness Leader Board (top 10) 

 
NERA, Oil and gas industry competitiveness: report on the framework, baseline score, insights and 
opportunities, September 2016, p. 9 (accessed 20 September 2021). 

7.64 Professor Chandler expressed his surprise at the lack of local discussion about 
how sharing infrastructure can increase company profits, as well as tax 
income, and reduce decommissioning costs—a win for industry, government 
and Australians. He argued for a model of 'sustainable profitability' and 
pointed to the experiences in Norway and the United Kingdom (UK) and how 
these issues have been addressed in these jurisdictions through strengthened 
regulation.90 Likewise, NERA pointed to collaboration and sharing of resources 
and infrastructure, in addition to regional hubs, as one area for potential 
improvement.91 

7.65 In the UK, the government recognised the importance of collaboration between 
commercial entities and the need for exploration and production companies to 
become more efficient. The revised Maximising economic recovery of UK 
petroleum strategy (MER UK)—now the Oil and Gas Authority (OGA) 
Strategy—required emissions minimisation, collaboration and access to 
upstream infrastructure, as well as the publication of efficiency data to drive 
change in the industry and improve maximisation of its oil and gas reserves. 
The obligations on stakeholders are supported by metering, measuring and 
reporting requirements. Failure to act in accordance with the revised strategy 
may result in revocation of a licence or operatorship.92 
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91 NERA, Oil and gas industry competitiveness: report on the framework, baseline score, insights and 

opportunities, September 2016, p. 5 (accessed 20 September 2021). 
92 Oil and Gas Authority (UK) (OGA), The OGA Strategy, 11 February 2021, pp. 5, 9 and 10 (accessed 

20 July 2021); see also OGA, Reporting and disclosure of information and samples guidance, 
February 2019 (accessed 20 July 2021); OGA, Consultation on proposals to revise the MER UK strategy, 
6 May 2020, pp. 8–9 (accessed 20 July 2021); OGA, Guidance on Disputes over Third Party Access to 
Upstream Oil and Gas Infrastructure, p. 6 (accessed 12 October 2021). 

https://www.nera.org.au/ReportsandPublications/Attachment?Action=Download&Attachment_id=149
https://www.nera.org.au/ReportsandPublications/Attachment?Action=Download&Attachment_id=149
https://www.nera.org.au/ReportsandPublications/Attachment?Action=Download&Attachment_id=149
https://www.nera.org.au/ReportsandPublications/Attachment?Action=Download&Attachment_id=149
https://www.ogauthority.co.uk/media/7105/the-oga-strategy.pdf
https://www.ogauthority.co.uk/media/5353/oga-guidance-on-reporting-disclosure-18-february-2019.pdf
https://www.ogauthority.co.uk/media/6501/oga-consultation-on-proposals-to-revise-the-mer-uk-strategy-6-may-2020.pdf
https://www.ogauthority.co.uk/media/2712/oga_guidance_disputes-over-third-party-acccess-to-upstream-infrastructure.pdf
https://www.ogauthority.co.uk/media/2712/oga_guidance_disputes-over-third-party-acccess-to-upstream-infrastructure.pdf
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7.66 The Department of Industry, Innovation and Science's (DIIS)93 2015 offshore 
petroleum resource management review identified some of these issues, in 
particular those relating to inefficient field and infrastructure utilisation.94 

7.67 The review's response to these issues reflected the underlying fundamentals of 
Australia's resource management approach. The report stated that:  

 the potential regional and sub-regional interactions between fields need to 
be understood and considered, through time, by regulators and industry to 
ensure, where practical, optimal long-term economic recovery is achieved 
from all fields present within an area, through the entire development 
lifecycle of a basin; and development lifecycle of a basin; and 

 while the issue of optimising infrastructure appropriately remains an 
economic consideration between commercial parties, consistent with the 
government's stewardship mandate, it should ensure its policy and 
operational frameworks encourage industry to consider all viable options 
for optimal design and operation.95 

7.68 The government undertook to strengthen its offshore resource management 
capacity, stating the regulatory framework itself was sufficient to address these 
issues. However, it warned management and oversight of basin-wide issues: 

… could cause tension between the interests of government and individual 
developers. For this reason, progression to a more systems-based approach 
must be supported by a transparent indication of emerging issues. This 
will enable issues to be identified and addressed at an early stage,  and in 
partnership with industry, rather than after the fact when it  is too late or 
expensive to adjust the action already undertaken to bring the resource to 
development.96 

7.69 The review also found that a systems-based approach is essential to the success 
of the oil and gas industry given the increasing focus of development around 
foundation or hub projects and collaborations in key producing regions. This 
approach requires resources and infrastructure to be managed in an integrated 
manner to secure the necessary long-term supply of feed gas, ensure project 
viability, and value for investors and the government.97 Naturally, the benefits 
of a systems-based approach apply equally to onshore oil and gas 
development and this method of operation is crucial given Australia's 
relatively high costs of exploration and production.98 

 
93 Now the Department of Industry, Science, Energy and Resources (DISER). 
94 DIIS, Offshore petroleum resource management review: Interim Report, November 2015, p. 5. 

95 DIIS, Offshore petroleum resource management review: Interim Report, November 2015, p. 6. 
96 DIIS, Offshore petroleum resource management review: Interim Report, November 2015, p. 6. 
97 DIIS, Offshore petroleum resource management review: Interim Report, November 2015, p. 21. 

98 Commonwealth Scientific and Industrial Research Organisation (CSIRO), Oil and gas roadmap, 
October 2017, pp. 30 and 77 (accessed 12 August 2021). 

https://www.csiro.au/-/media/Do-Business/Files/Futures/RoadmapOilGasFull.pdf
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7.70 The ability to take a systems-based approach depends on better understanding 
of the resource base, and the associated physical and economic connectivities 
and this grows with maturity and technology.99 The value of this approach has 
also been recognised in the OGA Strategy which requires a whole of basin 
approach, collaboration, information sharing, and access to infrastructure 
between operators.100 

7.71 Despite recognising the value of collaboration, NOPTA observed in its 2020–21 
Annual Report of Activities that it occurs in only limited respects.101 

7.72 In 2017, the Commonwealth Scientific and Industrial Research Organisation's 
(CSIRO) Oil and Gas Roadmap also observed that collaboration needs to occur 
more widely: 

Companies, as well as local, federal and state agencies should coordinate 
more effectively in the planning stages to ensure that environmental, social 
and economic benefits are fully realised in the long-term.102 

7.73 Mr Steve Walker, author of the Walker review into the circumstances 
surrounding the Northern Endeavour floating production storage and 
offloading (FPSO) vessel, pointed to the UK's experiences, including the 
stimulation of ageing and life extension policies and practices by both 
regulators and industry, as well as a more general overhaul of the regulator 
and its responsibilities and powers, as pathways for improving maximisation 
of benefit.103 

7.74 Mr Steve Walker, explained alternative ways of maximising benefit, including 
through the management of late-life assets through the different approaches 
which may be taken by minor oil and gas operators. He told the committee 
that: 

… [in the case of the Northern Endeavour] there was a disparity between the 
approaches of a major oil company which was seeking to divest from a 
late-life field and the business model of a smaller company which was 
eager to economically life extend … They had different views about 
improving efficiency, different views about bolstering production and 
different views about using the FPSO as a regional hub. They had quite a 
lot of ideas and vision … That shows the differences between the 
approaches of the major and the smaller companies.104 

 
99 DIIS, Offshore petroleum resource management review: Interim Report, November 2015, p. 21. 

100 OGA, The OGA Strategy, 11 February 2021, pp. 5, 9 and 10 (accessed 20 July 2021); see a lso OGA 
UK, Reporting and disclosure of information and samples guidance, February 2019 (accessed 
20 July 2021). 

101 NOPTA, Annual Report of Activities 2020–21, 2021, p. 46 (accessed 5 October 2021). 
102 CSIRO, Oil and gas roadmap, October 2017, p. 58 (accessed 12 August 2021). 

103 Mr Steve Walker, Private capacity, Proof Committee Hansard, 27 August 2021, p. 30. 
104 Mr Walker, Private capacity, Proof Committee Hansard, 27 August 2021, p. 29. 

https://www.ogauthority.co.uk/media/7105/the-oga-strategy.pdf
https://www.ogauthority.co.uk/media/5353/oga-guidance-on-reporting-disclosure-18-february-2019.pdf
https://www.nopta.gov.au/_documents/NOPTA-Annual-Report-of-Activities-2020-21.pdf
https://www.csiro.au/-/media/Do-Business/Files/Futures/RoadmapOilGasFull.pdf
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7.75 Professor Chandler also advocated for improved access to information. He 
suggested that more information could enable best practice, new techniques 
and benchmarking to drive performance improvement, while information 
about capacity could enable access to upstream infrastructure. Professor 
Chandler also argued that additional information could improve economic 
viability and outcomes in field development plans (FDP) and project execution 
quality. This could be used to hold operators to account and maximise 
economic returns.105 This is discussed further in Chapter 4. 

Tertiary recovery 
7.76 Mr Robert Cook of OFM Consulting recommended that benefit from 

Australia's oil and gas reserves be maximised by improving recovery through 
tertiary recovery, including through injecting CO₂ into existing reservoirs. 
Enhanced oil recovery (EOR) could also have the benefit of turning gasses 
which are currently vented into assets for exploitation and sequestration rather 
than contributions to Australia's GHG emissions,106 although enhanced oil 
recovery is not included in the CCS method currently being developed.107 

7.77 He provided evidence of EOR technologies being used in other jurisdictions, 
primarily the United States (US), but of its limited use in Australia. 

7.78 Mr Cook told the committee that oil and gas operators appear to have no 
interest or intention of implementing EOR in fields which they operate (for 
example: the Gippsland Basin by ExxonMobil and other abandoned oil fields 
such as Laminaria-Corallina, Saladin, Cowle, Crest and Skate), noting that the 
National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA) does not require companies to evaluate residual oil or 
EOR potential before field abandonment. Mr Cook puts this lack of interest 
down to companies focussing on short-term, high returns as well as lack of 
knowledge and industry experience within government. 108 

7.79 Mr Cook noted that Australian governments also do not appear to be 
interested in EOR: 

I went to the four governments—the Australian government, the Western 
Australian government, the South Australian government and the 
Queensland government—and basically got the same response each t ime: 
they rely on industry. Except South Australia, South Australia is a 

 
105 Centre for Mining, Energy and Natural Resources Law, Submission 11, pp. 12–14. 
106 Mr Bob Cook, OFM Consulting, Submission 35, p. 1 and pp. 3–4; Mr Bob Cook, OFM Consulting, 

Submission 43, p. 1. 

107 DISER, Answer to question on notice 94, Additional estimates 2020–21, 7 April 2021 (received 
24 May 2021). 

108 Mr Bob Cook, OFM Consulting, Submission 35, pp. 3–6; Mr Bob Cook, OFM Consulting, 
Submission 43, pp. 1 and 4–5. 
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probably [more] aware of EOR than any other government, but again it 
still bows to the operator.109 

7.80 However, Mr Cook stated that these fields 'appear to have very significant 
CO₂-EOR potential' (subject to due diligence) and recommended that the fields 
or equity in the fields be purchased by the Australian Government in order to 
maximise extraction, and therefore public benefit.110 He estimated that there 
are close to two billion barrels of oil that could be recovered using EOR:  

So there's a big target out there for us to chase for that enhanced oil 
recovery or that tertiary phase of oil production, which is not  happening 
here in Australia at the present time. It could, but it doesn't.111 

7.81 The committee also heard evidence from CO2CRC, a not-for-profit research 
organisation with oil and gas industry membership, that there is the potential 
for the recovery of an additional three billion barrels of oil across Australia's 
basins as a result of the injection and storage of one to three gigatonnes of 
CO₂.112 Dr Mohammad Bagheri, Senior Manager Subsurface at CO2CRC, told 
the committee that while there is greater potential for EOR from offshore 
basins, onshore basins are 'more economic, more cost-effective and more 
accessible'.113 

7.82 When asked about the potential for EOR in Australia Mr David Wawn from 
Chevron Australia responded: 

Theoretically, the CO₂ captured out of the LNG plant at Gorgon could be 
used for EOR. Just as a quick LNG101, we have to separate the CO₂ from 
our gas whatever we do, because CO₂ is naturally occurring in the gas you 
pull out of the ground. Every LNG plant in the country, in the world, strips 
the CO₂ from that. In most cases, it's vented into the atmosphere. In 
Gorgon, that reservoir gas is the gas that's to be injected. You could take 
that CO₂ and use it for other purposes.114 

7.83 However, Mr Wawn provided evidence that EOR is just not economic: 
… we have every reason to want to sequester carbon. We have every 
reason to maximise oil production from our WA oilfields on 
Barrow Island. So, if it were economic to use it, we would. As the witness 
said, Chevron has a long history with this technology. I think the reason 

 
109 Mr Robert Cook, Private capacity, Proof Committee Hansard, 27 August 2021, p. 22. 

110 Mr Bob Cook, OFM Consulting, Submission 35, pp. 3–6; Mr Bob Cook, OFM Consulting, 
Submission 43, p. 1. 

111 Mr Robert Cook, Private capacity, Proof Committee Hansard, 27 August 2021, p. 18. 
112 Dr Matthias Raab, Chief Executive Officer, CO2CRC and Senator Rex Patrick, Proof Committee 

Hansard, 10 November 2021, p. 6. 

113 Dr Mohammad Bagheri, Senior Manager Subsurface, CO2CRC, Proof Committee Hansard, 
10 November 2021, p. 6. 

114 Mr Wawn, Chevron Australia, Proof Committee Hansard, 27 August 2021, p. 26. 
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we're not doing it is that it's just not an economic solution on Barrow 
Island. 115 

7.84 Dr Bagheri told the committee that most operators move from primary 
production, through to secondary production through water injections, then 
CO2 EOR, which is more complex and less cost-effective, particularly when oil 
prices are low. He indicated that 'most oil production is reaching that primary 
production life period now' and that companies would start to look at 
secondary production and EOR, particularly if oil exceeded US$60 per barrel 
and incentives were offered—making it more economic.116 

Improving domestic gas prices 
7.85 Submitters proposed a number of options to reduce high domestic gas prices, 

although not all submitters thought there is a solution to high domestic prices, 
with the Ai Group concluding: 

The expansion of production, largely for export, has depleted the cheapest 
resources and driven development of new resources with higher 
production and/or transport costs. The countervailing forces of innovation 
and resource depletion will shape future production costs, but geology and 
geography make a return to past costs for coal and gas very unlikely (and 
irrelevant unless Australian resources become isolated from global 
markets). 117 

Gas reservation policy 
7.86 A gas reservation policy is currently under consideration by government,118 

and a number of submitters discussed the effects of a gas reservation policy, 
such as those already in place in WA and Queensland, and overseas.119 

7.87 Several submitters120 recommended a gas reservation policy for the east coast 
in order to guarantee supply, address high prices, and promote fuel security.121 

 
115 Mr Wawn, Chevron Australia, Proof Committee Hansard, 27 August 2021, p. 24. 
116 Dr Mohammad Bagheri, Senior Manager Subsurface, CO2CRC, Proof Committee Hansard, 

10 November 2021, p. 7. 
117 Ai Group, Submission to the Senate Economics References Committee inquiry into Australia's 

manufacturing industry, Submission 68, p. 32. 
118 DISER, Gas reservation issues paper, October 2020, p. 4. See also: DISER, Submission 37.1, p. 10. 

119 DISER, Gas reservation issues paper, October 2020, p. 5. 
120 See, for example: AMWU, Submission 10, pp. 7–8; Dr Murray, Submission 2, p. 6; AMWU, 

Submission 10, pp. 7–8; Mr Kevin Morrison, Institute for Sustainable Futures, University of 
Technology Sydney, Submission 36, p. 3. 

 See also: Australian Industrial Transformation Institute (AITI), Flinders University, Australian 
sovereign capability and supply chain resilience: perspectives and options, August 2021, p. 52  (accessed 
21 October 2021). 

121 AMWU, Submission 10, pp. 7–8; Mr Kevin Morrison, Institute for Sustainable Futures, University 
of Technology Sydney, Submission 36, p. 3. 

https://researchnow-admin.flinders.edu.au/ws/portalfiles/portal/48141864/Australian_sovereign_capability_and_supply_chain_resilience_perspectives_and_options_AITI_2021_.pdf
https://researchnow-admin.flinders.edu.au/ws/portalfiles/portal/48141864/Australian_sovereign_capability_and_supply_chain_resilience_perspectives_and_options_AITI_2021_.pdf
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For example, Dr Murray recommended a reservation of 50 percent of all gas 
production122 while the AMWU recommended a reservation of 15 per cent.123 

7.88 The IEEFA argued for a price control of $5/GJ on a domestic gas reservation to 
halve wholesale gas prices and lower the wholesale price of electricity, with 
flow-on effects for energy intensive manufacturing in Australia.124 

7.89 The BCA, Ai Group and the AMWU suggested that existing export contracts 
should be grandfathered, and replaced by a national interest test, similar to 
that used in the US, to ensure a minimum domestic gas reserve, as well as 
harmonisation of gas reservation policy across state jurisdictions.125 

7.90 However, other witnesses did not support such a policy. The PC 
acknowledged that gas may be cheaper initially but that it may not prevent 
rising wholesale gas prices over time due to the disincentivising effect of on 
investment, particularly for projects which supply the eastern market.126 It also 
argued that a gas reservation policy would prevent producers from taking 
advantage of higher international returns, and instead require them to supply 
gas below export rates, effectively representing a net loss to the community.127 

7.91 In 2020, the ACCC warned against such mechanisms because: 

 they may not increase the overall supply to the domestic market if an 
equivalent quantity of gas is exported instead; 

 they may increase tenement concentration, squeezing out smaller producers 
who provide competition in the market; and  

 they may not provide pricing benefits to all market participants as 
conditions increase the bargaining power of buyers by limiting the 
alternatives available to producers selling gas.128 

7.92 Lock the Gate Alliance were of the view that a gas reservation policy would 
entrench high gas prices because of the need for cheaper gas now, rather than 

 
122 Dr Murray, Submission 2, p. 6. 

123 AMWU, Submission 10, pp. 7–8. 
124 IEEFA, Towards a domestic gas reservation in Australia, July 2019, p. 2. See also: Lock the Gate 

Alliance, Submission 14, pp. [5 and 11]. 
125 United States Studies Centre, University of Sydney, Submission 8, p. 2; AMWU, Submission 10, 

pp. 7–8; Ai Group, Submission 42, p. 4. 
126 PC, Submission 5, p. 6. 

127 PC, Submission 5, pp. 4–5; see also: PC, Resources Sector Regulation: Productivity Commission Study  
report overview, November 2020, p. 36 (accessed 21 October 2021). 

128 ACCC, Gas inquiry 2017–2025 interim report, January 2020, p. 24; ACCC, Gas inquiry 2017–18 interim 
report, July 2019, pp. 37–39. 

https://www.pc.gov.au/inquiries/completed/resources/report
https://www.pc.gov.au/inquiries/completed/resources/report
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when projects come online, and because new and future gas projects 'typically 
include the more expensive, harder to access gas'.129 

7.93 Mr Fischer also told the committee that implementing a gas reservation policy 
could force producers to breach their contracts with overseas customers, 
causing them to seek restitution from the Australian Government, as well as 
having negative impacts on junior explorers seeking to enter the field.130 

7.94 Ai Group's submission dealt extensively with the operation of a prospective 
national gas reservation scheme (PNGRS). It considered a number of 
reservation design models but concluded that: 

Given the lack of clarity on any of the above design features, it is not 
possible for Ai Group to give a definitive recommendation in favour of or  
against the adoption of a PNGRS. It would be possible to design a PNGRS 
that was unmitigatedly destructive to economic development. It would 
also be possible (indeed very easy) to design a PNGRS that had no 
meaningful impact at all. We believe it is possible, though complex, to 
design one that has modest but meaningful overall benefits—though it  is 
unclear if this would be better than other options.131 

7.95 APPEA warned that mechanisms to regulate exports or prices must be 
carefully considered to avoid unintended consequences such as reducing 
incentives for exploration and commercialisation—echoed by AGL Energy.132 

7.96 Ai Group acknowledged the potential for negative investment impacts, but 
also observed that a gas reservation policy may have a positive impact on 
investment by promoting confidence in local economic benefits and 
strengthening the social license to operate.133 

Gas market reform, including the ADGSM 
7.97 Chemistry Australia argued for a national domestic gas strategy and 

associated market reforms to ensure globally competitive long-term contracts, 
noting that for some industries there are no appropriate substitutions.134 

7.98 It envisaged that the strategy would manage domestic gas pricing, prioritise 
domestic gas availability and supply, competition, and the concentration of 
market power, address imminent supply gaps, investment in infrastructure 
such as pipelines to bring new gas to the market, gas storage facilities and 
improved market transparency. 

 
129 Lock the Gate Alliance, Submission 14, p. 5. 
130 Mr Fischer, Submission 15, p. 3. 

131 Ai Group, Submission 42, p. 2. 
132 APPEA, Submission 13, p. 17; AGL Energy Pty Ltd, Submission 21, p. 2. 

133 Ai Group, Submission 42, p. 8. 
134 Chemistry Australia, Submission 53, pp. 1 and 3. 
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7.99 Chemistry Australia and the AMWU also recommended a national interest test 
for new gas export licences to ensure guaranteed supply at sustainable 
prices.135 

7.100 Despite DISER confirming that the Australian Domestic Gas Security 
Mechanism (ADGSM) is a fuel security mechanism, rather than a price control 
mechanism,136 Manufacturing Australia argued for policy changes to enable 
the ADGSM to be activated at any time, a price trigger, and a stronger 
'sufficient supply test' to ensure LNG exporters maintain commitments to the 
domestic market.137 The AMWU also criticised the mechanism because it only 
targets a shortfall in supply, not rising prices.138 

Gas importation 
7.101 Gas importation is being explored as a mechanism for safeguarding supply 

and lowering domestic prices.139 It has the potential to come on board quickly, 
with relatively short build and commissioning timeframes for import 
terminals, when compared with exploration and production.140 

7.102 The committee was told by AGL Energy that gas import was important to 
ensuring the availability of gas to the market.141 The RBA observed that the key 
drivers for LNG import terminals appear to be improved security and 
flexibility of supply rather than price, with the final prices for imported gas 
expected to be greater than $8/GJ over the medium term.142 

7.103 Some witnesses doubted that lower prices would result from gas importation 
because east coast prices are already linked to the international market and 

 
135 Chemistry Australia, Submission 53, p. 4; AMWU, Submission 10, p. 7. 
136 DISER, Answer to question on notice AI-77, Senate Additional Estimates 2019–20, 16 March 2020  

(received 8 May 2020). 
137 Manufacturing Australia, Submission 47, p. 1. 

138 AMWU, Submission 10, pp. 7–8. 
139 Cole Latimer, 'Gas market monopoly is big question in APA, CKI deal', The Sydney Morning Herald, 

2 July 2018 (accessed 9 July 2021); see also Tony Wood and Guy Dundas, The Grattan Institute, 
Flame out: the future of natural gas, November 2020, pp. 23–24. 

140 AGL Energy Pty Ltd, Submission 21, p. 3. 

141 AGL Energy Pty Ltd, Submission 21, p. 2. 
142 RBA, 'Understanding the East Coast Gas Market', Bulletin, March 2021, p. 87. 

https://www.smh.com.au/business/companies/gorilla-wrestling-over-east-coast-gas-to-follow-massive-foreign-bid-20180629-p4zoiq.html
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subject to international currency and oil price risks,143 and because gas imports 
embed the cost of liquefaction and shipping into the domestic price.144 

7.104 Five import terminal projects are under consideration nationally:145 

 Australian Industrial Energy's (AIE) proposed terminal at Port Kembla, 
currently forecast to operate from early 2023;146 

 Venice Energy's proposed terminal at Port Adelaide, scheduled to launch in 
early 2023; 147 

 Newcastle GasDock, proposed by Energy Projects and Infrastructure Korea, 
scheduled to commence operations in mid-2023; 

 Viva Energy's Gas Terminal project in Geelong, which is expected to deliver 
gas as early as 2024; and 

 Vopak is considering a potential import terminal in Port Phillip Bay.148 

7.105 In May 2021, AGL ceased development on its proposed floating terminal at 
Crib Point (Victoria); and another project backed by ExxonMobil was 
abandoned in December 2019.149 Australia's Chief Economist anticipates only 
one or two of the projects will proceed.150 

Nationalised gas company 
7.106 The AMWU suggested that a publicly owned national gas company could be 

set up to coordinate industry as a whole and to be wholesale buyer of gas. It 
cited increased competition, the ability of a national gas company to set the 
price of gas to a netback price and its ability to establish long term contracts for 
domestic gas users as mechanisms to improve domestic gas pricing.151 

  

 
143 ACCC, Gas inquiry 2017–2025 interim report, January 2021, p. 74. See also: Bruce Robertson, 'Gas: 

importing exports will lead to more profiteering', Michael West Media, 11 July 2018 (accessed 
14 September 2021). 

144 Bruce Robertson, IEEFA, IEEFA update: The staggering cost of gas in Australia: A dozen fast facts, 
15 July 2021, https://ieefa.org/the-staggering-cost-of-gas-in-australia/ (accessed 14 September 2021). 

145 ACCC, Gas inquiry 2017–2025 interim report, January 2021, p. 212. 
146 Angela Macdonald-Smith, 'Construction under way at NSW LNG terminal', Austral ian Financial  

Review, 9 August 2021 (accessed 22 November 2021) 
147 Angela Macdonald-Smith, 'Construction under way at NSW LNG terminal', Austral ian Financial  

Review, 9 August 2021. 

148 AER, State of the energy market 2021, June 2021, p. 191. 
149 AER, State of the energy market 2021, June 2021, p. 191. 

150 Office of the Chief Economist, DISER, Resources and Energy Quarterly, June 2021, p. 72. 
151 AMWU, Submission 10, p. 9. 
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Energy efficiency and moving to cheaper energy sources 
7.107 Several submitters152 argued for improvements to energy efficiency and 

conservation, and a rapid transition to electricity or other forms of energy to 
reduce demand and improve costs. 

7.108 Ai Group thought that over time this would reduce the impact of gas prices on 
energy users, with the speed of reduction dependent on public policy, the 
speed of fuel switching and the displacement of gas by renewables.153 

7.109 Additionally, some submitters told the committee that renewable energy offers 
wider benefits, including 'great promise for economic, social and 
environmental sustainability', including through jobs and new export 
industries.154 

 

 
152 See, for example: The Australia Institute, Submission 26, p. 6; Strategic Sustainability Consultants 

and Global Goals Australia Ltd, Submission 17, p. 7; Bruce Robertson, 'Gas: importing exports will  
lead to more profiteering', Michael West Media, 11 July 2018; Australian Parents for Climate Action, 
Submission 45, pp. 4–5; Sustainable Living Armidale, Submission 50, p. 1; Ai Group, Submission 42 , 
pp. 2 and 4. 

153 Ai Group, Submission 42, p. 11. 
154 Strategic Sustainability Consultants and Global Goals Australia, Submission 17, pp. 6–7 ; see a lso: 

Australian Parents for Climate Action, Submission 45, pp. 4–5. 
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Chapter 8 
Committee View 

8.1 During the course of this inquiry, the Senate Economics References Committee 
(the committee) received evidence from a range of witnesses and examined a 
number of matters of concern. In the evidence presented, several common 
themes emerged, with implications for public sentiment emerged. These 
included issues relating to the strategic outlook for oil and gas, as well as 
matters relating to taxation, transparency and infrastructure decommissioning 
associated with Australia's national oil and gas reserves.  

8.2 The committee recognises the key role gas plays in creating economic growth 
and export income earnings for Australia. It also recognises the many 
thousands of jobs the industry creates and sustains. Equally the committee 
understands that domestic use and international exports of gas will change as 
Australia and its trading partners move towards net zero emissions by 2050.  

8.3 This inquiry has focused on the maximisation of Australia's oil and gas 
reserves for the benefits for all Australians. The development of Australia's oil 
and gas reserves have delivered prosperity to many Australians, however, 
there is always the opportunity to develop and diversify these benefits and 
opportunities.   

8.4 While the transition to low-emission energy occurs, gas will continue to play 
an ongoing role and remain a critical feedstock for many manufacturers, 
separate to its utility as an energy source. As such, several submissions, 
including by the Australian Workers' Union (AWU), have continued to 
emphasise the importance of ensuring that an affordable gas supply is made 
available to domestic manufacturers. 

8.5 The committee heard that there are significant opportunities for the transition 
and diversification for the oil and gas industry, including through the 
development and production of alternative, green fuels or renewable energy 
sources including green hydrogen. Furthermore, there are opportunities for 
existing expertise and technology, and some existing infrastructure to be 
utilised in a lower-carbon future—for example through carbon capture, 
utilisation, and storage (CCUS), pipeline repurposing, floating hydro, or wind 
generation platforms.  

8.6 The committee heard that Australia's oil and gas industry will be increasingly 
focussed on decommissioning activities from 2025 as infrastructure ages and 
fields mature and close. 
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Recommendation 1 
8.7 The committee recommends that the Australian Government consider 

reviewing the benefits of the oil and gas industry and whether there are 
opportunities to develop and diversify the industry for the benefit of all 
Australians. Consideration should also be given to including a review of the 
domestic gas security mechanism to ensure that it remains fit for purpose. 

Recommendation 2 
8.8 As Australia transitions to net zero emissions by 2050, the committee 

recommends that the Australian Government consider supporting the 
diversification and transition to clean and renewable energy especially in 
areas like green hydrogen, with a role also for blue hydrogen.  It is critical to 
ensure workers are not left behind and this could be achieved through 
measures like new energy apprenticeships to ensure that the necessary skills 
are developed. 

 
 
 
 
 

Senator Anthony Chisholm 
Chair 
Labor Senator for Queensland 
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Additional Comments by Government Senators 

Introduction 
1.1 We note that this report of the Senate Economics References Committee (the 

committee) into Australia's oil and gas reserves covers an extremely wide 
subject area.  Whilst there are points of emphasis and characterisation of 
evidence in the committee report with which we differ, we have focussed on 
the recommendations contained in the report. 

Recommendation 1—Benefit to all Australians and Domestic Gas 
Reservation 
1.2 This recommendation contains two limbs.   

1.3 The first limb of the recommendation calls upon the Australian Government to 
consider the benefits of the oil and gas industry and to consider whether there 
are opportunities to develop and diversify the industry 'for the benefit of all 
Australians'. 

1.4 The oil and gas industry generates substantial benefits for all Australians.   
These are detailed in the submission from the Department of Industry, 
Innovation and Science (DISER).  To quote from the Department's submission: 

Australia's oil and gas industry is a major multi-billion-dollar contributor 
to Australia's prosperity, energy security, employment, and terms of trade. 
Investment exceeding AU$340 billion in Australia's oil and gas sector since 
2009 has fuelled opportunity and growth.1 

1.5 The Government recognises the benefits of the oil and gas industry.  It is 
commendable for the Government to continually look at ways in which that 
benefit can be maximised for the Australian people.   

1.6 The second limb of the recommendation calls upon the Australian 
Government to consider reviewing: 'the domestic gas security mechanism to 
ensure that it remains fit for purpose'.  

1.7 In our view, the policy and actions of the Government in this regard evidence 
a pattern of ongoing review and consideration of this mechanism and related 
policy matters.  This is with a view to ensuring that Australia has access to an 
ongoing supply of gas for domestic uses which is reliable, secure and at the 
lowest practical price.  The policy initiatives include:  

 the Heads of Agreement between the Prime Minister and east-coast liquified 
natural gas (LNG) exporters which helps ensure secure and competitively 
priced gas supply for the east-coast domestic market. The current 
Agreement was signed in January 2021 and is in place until 1 January 2023. 

 
1 Department of Industry, Science, Energy and Resources (DISER), Submission 37, p. 2. 
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The Agreement requires east-coast LNG exporters to: (a) offer uncontracted 
gas to the domestic market before exporting spot cargoes; and (b) regard the 
Australian Competition and Consumer Commission's (ACCC) LNG netback 
price when offering gas domestically; 

 the Gas-Fired Recovery Policy of the Australian Government which 
(amongst other things) promotes the development of new gas resources in 
frontier onshore gas basins such as the Beetaloo Basin in the Northern 
Territory where the Government has invested $50 million to help speed up 
exploration and production in the area by approximately two years;2 

 the finalisation of a Voluntary Code of Conduct to support the negotiation 
of gas supply agreements (GSA) which represented an important industry-
led milestone under the gas-fired recovery. The Code helps to provide a 
level the playing field in the negotiation of gas supply agreements between 
gas producers and gas users. The Government called on the gas industry to 
develop a voluntary Code of Conduct as part of the September 2020 gas 
policy announcement;3 and 

 the release of the first full National Gas Infrastructure Plan (NGIP) and the 
Future Gas Infrastructure Investment Framework to help secure our gas 
supplies over the next 20 years. The plan and framework set out a long-term 
development pathway that locks in supply for households and 
manufacturers, and nominates five priority actions for east coast gas supply 
and infrastructure out to 2040.4 

Recommendation 2—Renewables and Hydrogen 
1.8 Again, this recommendation contains two limbs.  

1.9 The first limb recommends that the Australian Government consider 
supporting the diversification and transition to clean and renewable energy, 
including hydrogen.  In our view, the policy and actions of the Government in 
this regard evidence positive steps being taken to facilitate Australia's 
transition to a net zero emissions position by 2050.  The policy initiatives 
include:  

 the creation of the Australia's National Hydrogen Strategy as a plan to grow 
the industry and position Australia as a major player by 2030. The 

 
2 DISER, Unlocking the Beetaloo: The Beetaloo Strategic Basin Plan, 2021, 

https://www.industry.gov.au/data-and-publications/unlocking-the-beetaloo-the-beetaloo-
strategic-basin-plan (accessed 10 February 2022). 

3 Australian Petroleum Production and Exploration Association, 'Code of conduct finalised', Media 
release, 1 December 2021, https://www.appea.com.au/all_news/media-release-code-of-conduct-
finalised/ (accessed 10 February 2022). 

4 DISER, Future gas infrastructure investment framework, 2021, 
https://www.energy.gov.au/sites/default/files/Future%20Gas%20Infrastructure%20Investment%20
Framework.pdf, p. 1 (accessed 10 February 2022). 

https://www.industry.gov.au/data-and-publications/unlocking-the-beetaloo-the-beetaloo-strategic-basin-plan
https://www.industry.gov.au/data-and-publications/unlocking-the-beetaloo-the-beetaloo-strategic-basin-plan
https://www.energy.gov.au/sites/default/files/Future%20Gas%20Infrastructure%20Investment%20Framework.pdf
https://www.energy.gov.au/sites/default/files/Future%20Gas%20Infrastructure%20Investment%20Framework.pdf
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Government is investing more than $1.3 billion to accelerate the growth of 
the Australian hydrogen industry, the exports from which may directly 
support 16,000 jobs, plus an additional 13,000 jobs from related construction 
work, by 2050. Australian hydrogen production for export and domestic use 
could generate more than $50 billion in additional gross domestic product 
growth by 2050;5 

 the incorporation of clean hydrogen as part of Australia's Long-Term 
Emissions Reduction Plan.6  Producing clean hydrogen under $2 per 
kilogram (H₂ under 2) is a priority stretch goal under the Government's 
Technology Investment Roadmap;7 

 the Government's investment in ultra-low cost solar—with a stretch goal of 
clean electricity at $15 per Mwh 8– supporting low-cost clean hydrogen 
production. Ultra-low cost solar, as one of the six priority technologies 
under the Low Emissions Technology Statement 2021, will facilitate cost 
reductions for other clean energy technologies, including clean hydrogen, 
energy storage and low emissions materials;9 

 investment of $464 million in the Clean Hydrogen Industrial Hubs program 
which supports the development of up to seven regional hubs across 
Australia where hydrogen users, producers and potential exporters are co-
located. This lowers infrastructure needs and reduces costs, making the hub 
model an efficient approach to producing hydrogen at scale and increasing 
demand;10 

 investment of $565.8 million in international partnerships, setting the 
foundations for Australia to be a major hydrogen exporter, by partnering 
with other countries.  The Government is attracting investment, building 
supply chains and advancing research and development.  Partnerships with 
countries such as Singapore, Japan, United Kingdom, United States and 
Korea will see Australia advance through investing in new hydrogen 
initiatives, exploring hydrogen supply chain possibilities and accelerating 

 
5 DISER, Australia’s National Hydrogen Strategy, 2019, https://www.industry.gov.au/data-and-

publications/australias-national-hydrogen-strategy, pp. viii and 17 (accessed 10 February 2022). 
6 DISER, Australia’s Long-Term Emissions Reduction Plan: A whole-of-economy plan to ach ieve net zero 

emissions by 2050, 16 November 2021, https://www.industry.gov.au/data-and-
publications/australias-long-term-emissions-reduction-plan (accessed 10 February 2022). 

7 DISER, Technology Investment Roadmap: A strategy to develop and deploy low emissions technolog ies, 
https://www.industry.gov.au/data-and-publications/technology-investment-roadmap (accessed 
10 February 2022). 

8 Megawatt hour. 
9 DISER, Funding ultra low cost solar technology, 11 January 2022, https://www.energy.gov.au/news-

media/news/funding-ultra-low-cost-solar-technology (accessed 10 February 2022. 
10 DISER, Funding available for clean hydrogen industrial hubs, 22 September 2021, 

https://www.industry.gov.au/news/funding-available-for-clean-hydrogen-industrial-hubs 
(10 February 2022). 

https://www.industry.gov.au/data-and-publications/australias-national-hydrogen-strategy
https://www.industry.gov.au/data-and-publications/australias-national-hydrogen-strategy
https://www.industry.gov.au/data-and-publications/australias-long-term-emissions-reduction-plan
https://www.industry.gov.au/data-and-publications/australias-long-term-emissions-reduction-plan
https://www.industry.gov.au/data-and-publications/technology-investment-roadmap
https://www.energy.gov.au/news-media/news/funding-ultra-low-cost-solar-technology
https://www.energy.gov.au/news-media/news/funding-ultra-low-cost-solar-technology
https://www.industry.gov.au/news/funding-available-for-clean-hydrogen-industrial-hubs%20(10
https://www.industry.gov.au/news/funding-available-for-clean-hydrogen-industrial-hubs%20(10
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low emissions technologies.11  These countries are home to many 
commercial counterparties who have assisted in the development of 
Australian natural resources over decades; and 

 the Hydrogen Energy Supply Chain project (HESC) which aims to produce 
225,000 tonnes of clean hydrogen each year in the Latrobe Valley. The 
Government's total commitment to the HESC project has been $57.5 million. 
It is estimated the 225,000 tonnes of carbon neutral liquefied hydrogen 
produced by HESC in a commercial phase will help reduce global emissions 
by around 1.8 million tonnes per year, or the equivalent of emissions from 
350,000 petrol cars.12 

1.10 In addition to these initiatives, the Australian Government is also undertaking 
a range of other activities specifically in relation to hydrogen, such as: 

 completing a National Hydrogen Infrastructure Assessment; 
 reviewing national gas laws and considering the economics of using 

hydrogen in gas networks; 
 providing support for hydrogen pilots, trials and demonstrations; 
 working with Commonwealth Scientific and Industrial Research 

Organisation to support the Australian Hydrogen Researcher Network 
(AHRN) and collaboration on hydrogen research and development, 
including the HyResearch website; and 

 mapping future hydrogen workforce needs. 

1.11 The second limb of Recommendation 2 calls for consideration to be given to 
ensuring that 'workers are not left behind' and posits that 'this could be 
achieved through measures like new energy apprenticeships to ensure that the 
necessary skills are developed'.  

1.12 The Government has provided record funding to support apprenticeships.  
This was approximately $7.1 billion in 2021 alone.  There have been a number 
of positive policy steps undertaken including:  

 the introduction of Trade Support Loans to support Australian apprentices 
in meeting everyday costs while they undertake their training; 

 the Australian Apprenticeship Support Network which delivers targeted 
informative support to apprentices through Department-contracted 
providers, operating from around 130 full time sites and with 
approximately 500 mobile field officers; 

 
11 DISER, International co-operation on high tech and hydrogen, 15 June 2021, 

https://www.energy.gov.au/news-media/news/international-co-operation-high-tech-and-hydrogen 
(10 February 2022). 

12 DISER, Hydrogen Energy Supply Chain Pilot Project, 4 February 2022, 
https://www.industry.gov.au/policies-and-initiatives/growing-australias-hydrogen-
industry/hydrogen-energy-supply-chain-pilot-project (accessed 10 February 2022). 

https://www.energy.gov.au/news-media/news/international-co-operation-high-tech-and-hydrogen%20(10
https://www.energy.gov.au/news-media/news/international-co-operation-high-tech-and-hydrogen%20(10
https://www.industry.gov.au/policies-and-initiatives/growing-australias-hydrogen-industry/hydrogen-energy-supply-chain-pilot-project
https://www.industry.gov.au/policies-and-initiatives/growing-australias-hydrogen-industry/hydrogen-energy-supply-chain-pilot-project
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 the Industry Specialist Mentoring for Australian Apprentices program 
providing intensive support to over 40,000 Australian apprentices in the 
first two years of training to improve completion rates and support the 
supply of skilled workers in industries undergoing structural change; and 

 the Australian Apprenticeships Incentives Program which provides 
incentives to assist employers who take on an Australian apprentice, 
particularly where the Australian apprenticeship is in a trade experiencing a 
skills shortage.13 

1.13 The National Centre for Vocational Education Research (NCVER) has recently 
found apprentice and trainee numbers continue to surge across Australia, up 
27 per cent over the past year.  NCVER also found annual apprentice and 
trainee commencements are at their highest level since 2014 with numbers 
increasing in all states and territories and across nearly all industry sectors. 
The official update found there were 341,385 apprentices and trainees in-
training as of 30 June 2021, an increase of 27.5 per cent from the same period a 
year prior. For Australian apprentice graduates from the gas industry, 
employment outcomes are also high according to the NCVER National 
Student Outcomes Survey.14 

 
 
 
 

Senator Paul Scarr      Senator Andrew Bragg 
Deputy Chair      Member           
Liberal Senator for Queensland    Liberal Senator for New South Wales 
 
 
 
 

 
13 Department of Education, Skills and Employment, Skills support for individuals: Apprenticeships and  

traineeships, 17 January 2022, https://www.dese.gov.au/skills-support-individuals/apprenticeships-
and-traineeships (accessed 10 February 2022). 

14 National Centre for Vocational Education Research, Apprentices and trainees 2021: June quarter, 
27 January 2022, https://www.ncver.edu.au/research-and-statistics/publications/all-
publications/apprentices-and-trainees-2021-june-quarter (accessed 10 February 2022). 

https://www.ncver.edu.au/research-and-statistics/publications/all-publications/apprentices-and-trainees-2021-june-quarter
https://www.ncver.edu.au/research-and-statistics/publications/all-publications/apprentices-and-trainees-2021-june-quarter
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Additional comments—Senator Rex Patrick 

Pumped dry! 

A bad report card 
1.1 I would like to thank the contributors, witnesses, and committee secretariat for 

their participation in and support for this inquiry.  

1.2 The committee's report is a comprehensive examination into whether Australia 
has and is maximising the benefit that comes from its oil and gas resources. 
Sadly, it's a report card marked with a big 'F' for fail.  

Overview 
1.3 Nothing says it clearer than a comparison of the benefit that the public derives 

from the oil and gas endeavours of Qatar and Australia. Qatar and Australia 
are the world's primary suppliers of liquified natural gas (LNG), with both 
countries supplying very similar volumes of LNG, but with Qatar forecasting 
$26.6 billion in compensation and Australia forecasting $800 million. 

1.4 The situation is as follows: 

(a) Australians have received little financial return from allowing companies 
to extract and export our oil and gas resources. At the same time, we have 
undermined our own fuel security. 

(b) Companies that extract and export our resources are not required to 
publicly disclose information such as the type and quantity of the reserve 
they are exploiting, nor the rate at which they are doing so. 

(c) Companies are not required to fully exploit a reserve; they can walk away 
when extraction starts to get more expensive.  

(d) There are ample loopholes for oil and gas companies to exploit in relation 
to dealing with aging assets. 

(e) 'Canberra, we have a problem'. Actually, we have serious problems due to 
a series of interrelated failures. 

National benefit test failure 
1.5 The situation as described above has occurred because of poor stewardship. 

We have government entities responsible for identifying areas potentially 
containing resources (Geoscience Australia), handling the titles and associated 
data (National Offshore Petroleum Titles Administrator (NOPTA)), safety 
(National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA)), the environment (NOPSEMA), taxation (Australian 
Taxation Office) and policy (Department of Industry, Science, Energy and 
Resources (DISER)).  



174 
 

 

1.6 What we don't have is an entity that is responsible for the base resource, an 
entity whose role includes ensuring that Australia maximises the benefits that 
flow from any project that seeks to extract and sell our oil and gas resources. 

1.7 Australian needs an oil and gas national benefit czar. 

Recommendation 1 

1.8 The Australian Government establish a natural resources steward, with 
explicit responsibility for the delivery of national benefit from Australia's 
natural resources; ensuring all necessary amendments are implemented to: 

 give the national resources steward decision making powers; 
 clarify its position with the petroleum Joint Authorities and regulators; 

and  
 enable project assessments and approvals on the basis of benefit criteria. 

Recommendation 2 

1.9 The Australian Government introduce legislative and regulatory reforms 
that maximise the national public benefit stemming from the exploitation of 
Australia's oil and gas reserves, including: 

 a national benefit statement for oil and gas; and  
 the requirement to assess and approve projects based on transparent 

benefit criteria. 

Revenue failure 
1.10 The Petroleum Resource Rent Tax (PRRT), as explained in Chapter 2 of the 

report, is the mechanism by which Australians are supposed to be 
'compensated' by the oil and gas business for the resources they require for 
their businesses. Whilst the concept seems sound, when profits are low the 
PRRT is low and when the profits are high the PRRT is high, 'share the pain, 
share the gain'.  The problem is there never seems to be a time when the profits 
are high, in fact it is entirely the opposite. 

1.11 The industry cries poor, explaining the large investments required, the 
volatility of the market, and the difficulty in making money—none of which is 
disputed—however the decision to operate in the line of business in which 
they operate was theirs, not the people of Australia, who seem to be carrying a 
disproportionate level of the risk.  

1.12 The concept of a royalty scheme is covered in Chapter 7 of the report.  A 
clearly defined royalty regime will guarantee a return to Australia and allow 
the extractor to understand the level of direct liability relating to the extracted 
resources. 

1.13 The current mechanism of the PRRT has too much variability in how it is 
assessed and implemented, and, as it currently stands, results in Australia 
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effectively 'gifting' finite resources to the commercial entities.  This is a broken 
model and cannot continue. 

1.14 According to the Australian Petroleum Production and Exploration 
Association (APPEA) in 2018 there was an estimated $1.5 trillion of oil and gas 
reserves.  It would be negligent for the Government to allow these resources to 
be extracted under the broken regime. 

Recommendation 3 

1.15 That the Australian Government supplement the PRRT by applying a fixed 
percentage royalty of the wellhead value on all projects subject to the PRRT; 
and that gas transfer pricing be calculated on a net-back or modified net-
back basis; and that the depreciation of expenditure be limited and the 
ability to uplift unused expenditure removed. 

Recommendation 4 

1.16 The Government implement a single common point for calculating PRRT 
that is consistently applied across all projects. 

Transparency failure 
1.17 You can't review what you can't see. 

1.18 It is entirely reasonable that the public see what's occurring in regard to their 
resources and that's what Australian oil and gas reserves are—resources that 
belong to Australians. However, all data regarding the reserves, including the 
type and quantity of the reserves, the number of wells, what's been extracted, 
from where, what's been pumped into the tenement and the quantity, is 
submitted to NOPTA and made permanently confidential, by a Government 
determination.   

1.19 Unfortunately, my attempts to get this legislation changed, to ensure this data 
is made publicly available as happens in other jurisdictions, have been blocked 
by the major parties.  I consider this totally unacceptable. Interestingly, a 
review conducted by ACIL Allen, commissioned by DISER and covered in 
Chapter 4 of this report, also found such confidentiality unwarranted.   

Recommendation 5 

1.20 The Government improve the transparency of the oil and gas industry and 
its operations through: 

 publication of mandatory periodic reports; 
 development of enhanced outcomes and supporting criteria to be applied 

during project approvals, evaluations, and reviews, including those 
relating to public economic return, environmentally sustainable 
development, field management, production and efficiency, industry 
collaboration and infrastructure sharing and safety; and 
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 regulator analysis and publication of all identified performance data 
against outcomes and benchmarking to improve industry performance. 

Liability failure 
1.21 The possibility of Australians being left with the bill to carry out the 

decommissioning and remediation of the aging fields and associated assets, 
has caused anguish and concern to many. Australia rates highly in terms of the 
risk of having stranded fossil fuel assets. The Government's solution to impose 
a temporary levy to cover such costs going forward is an attempt to address 
the problem, but also confirms the lack of forward thinking and preparedness 
that had been assumed.  To keep it simple, those that make the mess should 
clean it up, or at the very least fund it. 

Recommendation 6 

1.22 Government introduce a scheme to collect mandatory, up-front remediation 
or decommissioning payments to be held in a sovereign escrow account 
until the regulator is satisfied that decommissioning and post-
decommissioning requirements have been met. 

Subsidy and assistance failure 
1.23 Governments at both federal and state levels, have a track record of providing 

assistance to the oil and gas industry through an assortment of subsidies and 
grants.  Financial service entities are reconsidering their preparedness to 
provide funding to the fossil fuel industries, and in many cases are declining to 
do so. 

1.24 In an environment where financial service entities are avoiding funding the 
industry, Governments would be well advised to consider their position and 
the return they obtain from the provision of such funds.  It would be wiser to 
invest in the future than to prop up the past, and to look to transitioning the 
regions affected before the crisis occurs.   

Recommendation 7 

1.25 The Government phase out all assistance, subsidies and grants to oil and gas 
projects on a sliding scale by 2030, with assistance redirected to assisting the 
transition of companies and communities, and developing and producing 
alternative, green fuels, or renewable energy sources. 

Recommendation 8 

1.26 The Government establish a fund for workers and regions that are impacted 
by the energy transition, and that this fund be delivered by a new energy 
transition authority that includes representatives from government, 
industry, unions, and affected communities. 
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Groundhog failure 
1.27 As the world becomes more focussed on critical and rare earth minerals, 

caution is required to ensure Australia does not duplicate a model that allows 
these finite resources to be 'gifted' to entities that send them overseas for 
processing and incorporation into finished goods.  

1.28 Australia's critical and rare earth minerals should ideally be processed in 
Australia, but it is imperative that the benefit to Australia is maximised and 
they must absolutely not be squandered. 

1.29 We must look at the past and ensure it is not repeated, as per the proverb 'fool 
me, once shame on you—fool me twice shame on me'. 

Recommendation 9 

1.30 The committee conduct an investigation into maximising the benefit from 
Australia's critical and rare minerals, including: 

 consideration of nationalisation mechanisms and benefits, such as equity 
and shares, as well as direct ownership; 

 review of the minerals taxation and royalties regime; 
 establishment of a sovereign wealth fund for the long-term benefit of 

Australians; and 
 assessing the suitability of the Future Fund for the role of fund 

administrator. 

 
 
 
 
 

Senator Rex Patrick 
Member 
Independent Senator for South Australia 
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Dissenting report—Australian Greens Senators  

1.1 The science is clear: we need to keep oil and gas in the ground in order to have 
a chance at limiting global warming to 1.5 degrees. Gas and oil companies pay 
no royalties, no taxes, create very few jobs, yet they have a complete 
stranglehold over the Liberal and Labor parties.  

1.2 Liberal and Labor governments at all levels across Australia continue to 
support and give handouts to open up new oil and gas reserves. The 2021–22 
Budget contained over $51 billion in coal, oil and gas subsidies.  

1.3 Offshore gas companies get our gas for free thanks to Australia's generous tax 
system. The Petroleum Resource Rent Tax (PRRT) is the most egregious rort in 
the Australian tax code.  

1.4 The fundamental flaw with the PRRT is the overly generous uplift rates 
applied to carried-forward expenditure which is used to offset taxable income. 
Most problematic are exploration expenses which compound at 15 per cent 
above the long-term bond rate, and can be transferred from one project to 
another within a company. While these rates have been revised downward for 
future gas projects, the great boom in liquified natural gas (LNG) construction 
over the past decade won't pay any tax and will shift these profits offshore, tax 
free. 

1.5 Successive Liberal and Labor governments' failure to address this problem 
results in oil and gas companies accumulating billions in tax offsets every year. 
The Australian Tax Office has named gas companies 'systemic non-payers of 
tax'.1 Despite Australia's gas exporters earning more than $50 billion in 
exports, the Tax Office expects that no significant revenue will be paid under 
the existing tax system until the mid-2030s2, a decade later than expected. Last 
year, Shell admitted it would never pay PRRT on its 25 per cent share of the 
Gorgon project.3 

1.6 Qatar and Australia export the most LNG in the world. While we export 
around the same amount of gas, Qatar raises $20 billion a year in gas taxes, 
while Australia earned just $0.88 billion from gas companies last year.  

 
1 Tom McIlroy, 'Oil, gas "systemic non-payers" of tax', Australian Financial Review, 12 December 

2019, https://www.afr.com/politics/federal/oil-gas-systemic-non-payers-of-tax-20191211-p53iys 
(accessed 10 February 2022). 

2 Mr Jeremy Hirschhorn, Second Commissioner, Client Engagement Group, Australian Taxation 
Office, Senate Economics Legislation Committee Hansard, 2 June 2021, p. 27. 

3 Ben Butler, 'Shell believes it will never pay resource tax on gas from its $55bn Gorgon project, 
hearing told' The Guardian, 3 June 2021, https://www.theguardian.com/business/2021/jun/03/shell-
believes-it-will-never-pay-resource-tax-on-gas-from-its-55bn-gorgon-project-hearing-told 
(accessed 10 February 2022). 

https://www.afr.com/politics/federal/oil-gas-systemic-non-payers-of-tax-20191211-p53iys
https://www.theguardian.com/business/2021/jun/03/shell-believes-it-will-never-pay-resource-tax-on-gas-from-its-55bn-gorgon-project-hearing-told
https://www.theguardian.com/business/2021/jun/03/shell-believes-it-will-never-pay-resource-tax-on-gas-from-its-55bn-gorgon-project-hearing-told
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1.7 There are numerous improvements that could be made to the PRRT that 
would result in a better distribution to the public of the profits being made by 
multinational oil and gas companies from extraction of Commonwealth 
resources. Yet, as the majority report shows, the Liberal and Labor parties 
continue to tinker at the edges and allow some of the most polluting, biggest 
tax-dodging companies on the planet to starve the public of a fair take that 
could pay for bringing dental and mental health into Medicare and finance 
new jobs and industries in clean energy exports. 

1.8 The mining and burning of coal, oil and gas is responsible for a large 
proportion of Australia's greenhouse gas pollution. If the 114 currently 
proposed coal, oil, and gas projects are allowed to continue, they will emit 
pollution equivalent to 2.5 times Australia's annual carbon emissions. 

1.9 While current accounting rules allow these big corporations to wash their 
hands of accountability for these emissions, the climate does not care which 
country the pollution is burned in. Every country, and every part of the fossil 
supply chain, must do its part to end the use of fossil fuels.  

1.10 Big oil and gas corporations need to pay for the damage they cause to people 
and the environment. 

1.11 The Australian Greens believe the recommendations made in the majority 
report will not reduce Australia's emissions and they strongly reject the role of 
blue hydrogen in the transition towards net zero emissions.  

Recommendation 1 
1.12 That the Australian Government: 

 phase out of coal and gas by 2035; 
 adopt 75 per cent emissions reduction by 2030, and net-zero emissions 

reduction by 2035; 
 end all public subsidies of coal, oil and gas;  
 introduce a 10 per cent Commonwealth royalty for gas extraction, 

creditable against the PRRT; and 
 implement a long-term solution to ensure industry covers the full cost of 

offshore decommissioning, informed by overseas models that are 
underpinned by transparency and accountability. 

 
 

Senator Dorinda Cox 
Member 
Greens Senator for Western Australia 
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Appendix 1 
Submissions and additonal information  

1 Land Values Research Group 
2 Dr Cameron Murray 
3 Professor Clinton Fernandes 

 3.1 Supplementary to submission 3 

4 Australian National Audit Office 
5 Productivity Commission 
6 Business Council of Australia 
7 Woodside Energy 
8 United States Studies Centre at the University of Sydney 
9 ExxonMobil Australia Pty Ltd 
10 AMWU 
11 Centre for Mining Energy and Natural Resources Law 
12 Dr José Hernández-Ibarzábal 
13 Australian Petroleum Production & Exploration Association 

 13.1 Supplementary to submission 13 

14 Lock the Gate Alliance 
15 Mr Wolfgang Fischer 
16 INPEX 
17 Strategic Sustainability Consultants 
18 Prosper Australia 
19 Per Capita 
20 Conservation Council of Western Australia 
21 AGL 
22 BP Australia Pty Ltd 
23 Tasmanian Government 
24 Australian Taxation Office 

 24.1 Supplementary to submission 24 

25 Origin Energy 
26 The Australia Institute 

 26.1 Supplementary to submission 26 

27 Chevron 
28 Centre for International Corporate Tax Accountability and Research 
29 Institute for Energy Economics and Financial Analysis (IEEFA) 
30 Shell Australia 
31 Cr Dominic Wy Kanak 
32 Government of Western Australia 

 32.1 Supplementary to submission 32 
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33 Publish What You Pay Australia 
34 Australia Pacific LNG Pty Limited 
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183 
 

 

8 Professor Chandler's response to a question on notice from a public hearing in 
Canberra on 20 August 2021. 

9 Professor John Chandler: Answer to a question on notice from a public hearing 
in Canberra on 20 August 2021, a report on the 'Evaluation of projects 
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in Canberra on 20 August 2021, a report on the 'Evaluation of projects 
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13 The National Offshore Petroleum Safety and Environmental Management 
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14 Chevron Australia: Answers to questions on notice from a public hearing in 
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21 Australian Manufacturing Workers' Union: Answers to questions on notice 
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22 Australian Taxation Office: Answers to Questions on Notice from public 
hearing on 20 August 2021. 

23 Australian Taxation Office: Answers to Questions on Notice from public 
hearing on 20 August 2021. 
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24 Australian Taxation Office: Answers to Questions on Notice from public 
hearing on 20 August 2021. 

25 Australian Taxation Office: Answers to Questions on Notice from public 
hearing on 20 August 2021. 

26 Australian Taxation Office: Answers to Questions on Notice from public 
hearing on 20 August 2021. 

27 Dr David Lee: Answer to a question on notice from the public hearing in 
Canberra 20 August 2021. 

28 Australian Petroleum Production and Exploration Association: Response to 
Question on notice from public hearing in Canberra on 27 August 2021. 

29 Robert Cook: Answers to written questions on notice, received 27 September 
2021. 

30 Australian Securities & Investments Commission (ASIC): Answer to Question 
on Notice from hearing in Canberra on 20 August 2021. 

31 The Australian Workers' Union: Answer to Question on Notice from hearing in 
Canberra on 27 August 2021. 

32 National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA) response to question on notice. 

33 National Offshore Petroleum Safety and Environmental Management 
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inspection follow-up. 

34 National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA) response to question on notice - Screenshot image of 
inspection scope. 

35 National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA) response to question on notice - Screenshot image of 
inspection recommendations. 

36 National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA): Answers to Questions on Notice from Hearing in 
Canberra on 10 November 2021, Montara Venture, Nganhurra and Pyrenees 
Venture Reports (received 23 November 2021). 

37 National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA): Answers to Questions on Notice from Hearing in 
Canberra on 10 November 2021, Subsequent Inspections - Montara Venture 
(received 23 November 2021). 

38 National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA): Answers to Questions on Notice from Hearing in 
Canberra on 10 November 2021, Subsequent Inspections - Pyrenees Venture 
(received 23 November 2021). 

39 National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA): Answers to Questions on Notice from Hearing in 
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40 National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA): Answers to Questions on Notice from Hearing in 
Canberra on 10 November 2021, AMSA Communication (received 23 
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41 INPEX: Answers to Questions on Notice from Hearing in Canberra on 10 
November 2021, Senator Patrick and Mr Townsend (received 25 November 
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1 Australian Taxation Office (ATO): Opening statement at the public hearing in 
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5 Dr David Lee: Opening statement at the public hearing in Canberra, 20 August 
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8 Peter Newman AO: Opening statement at the public hearing in Canberra, 20 
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9 Australian Manufacturing Workers' Union (AMWU): Opening statement at the 
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11 National Offshore Petroleum Titles Administrator (NOPTA): Opening 

statement at the public hearing in Canberra. 
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2021. 





 

187 
 

Appendix 2 
Public hearings 

Friday, 28 February 2020 
Committee Room 2S2 
Parliament House 
Canberra 

Australian Competition and Consumer Commission  
 Mr Michael Cosgrave – Executive General Manger; Infrastructure 

Regulation Division  
 Ms Nicole Ross – General Manager; Gas Inquiry Unit  

Geoscience Australia 
 Ms Kristina Anastasi—Head of Advice, Investment Attraction and Analysis 

Branch; Minerals, Energy and Groundwater Division 
 Dr Barry Bradshaw—Energy Resources and Advice Activity Leader 
 Dr Thomas Bernecker—Director of Energy Resources Advice and 

Promotion 

Treasury 
 Mr Geoff Francis—Principal Advisor; Corporate & International Tax 

Division 
 Ms Kathryn Davy—Principal Adviser; Corporate & International Tax 

Division  
 Mr Matthew Maloney—Principal Adviser; Tax Analysis Division 

Commonwealth of Australia, Department of Industry, Innovation and Science 
 Mr Daniel Quinn—General Manager; Resources Strategy Branch 
 Mr David Lawrence—General Manager; Onshore Minerals and Energy 

Branch 
 Ms Marie Illman—General Manager; Offshore Resources Branch 
 Mr David Thurtell—Manager of Resource Economics; Economic Advice 

Services Branch 

Friday, 20 August 2021 
Committee Room 2S1 
Parliament House 
Canberra 

Commonwealth of Australia, Department of Industry, Innovation and Science 
 Mr Paul Trotman, Head of Division, Resources Division 
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 Mr Shane Gaddes, Head of Division, Liquid Fuel & Northern Endeavour 
Division 

 Ms Marie Illman, General Manager, Offshore Resources Branch, Resources 
Division 

 Mr David Lawrence, General Manager, Onshore Minerals & Energy Branch, 
Resources Division 

 Mr Jeewantha Karunarathna, General Manager, Resources and Energy 
Insights Branch, Analysis and Insights Division 

 Mr Daniel Quinn, General Manager, Resources Strategy, Resources Division 

National Offshore Petroleum Safety and Environmental Management Authority 
(NOPSEMA) 

 Mr Stuart Smith, Chief Executive Officer 
 Mr Karl Heiden, Head of Division, Corporate and Financial Assurance 

National Offshore Petroleum Titles Administrator (NOPTA) 
 Mr Graeme Waters, Titles Administrator 

Publish What You Pay Australia 
 Mr Clancy Moore, National Director 

Centre for International Corporate Tax Accountability and Research 
 Mr Jason Ward, Principal Analyst 

Institute for Energy Economics and Financial Analysis (IEEFA) 
 Mr Bruce Robertson, Energy Finance 

Australian Taxation Office 
 Ms Rebecca Saint, Deputy Commissioner, Public Groups and Internationals 
 Mr Jonathan Chamarette, Assistant Commissioner, Engagement and 

Assurance - Perth 

Productivity Commission 
 Ms Lisa Gropp, Commissioner 
 Dr Stephen King, Commissioner 

Professor Peter Newman AO, Private capacity 

Centre for Mining Energy and Natural Resources Law 
 Professor John Chandler, Co-Director 

Professor Clinton Fernandes, Private capacity 

Dr David Lee, Private capacity 

Mr Kevin Morrison, Private capacity 



189 
 

 

Dr Cameron Murray, Private capacity 

The Australia Institute 
 Mr Richie Merzian, Climate and Energy Program Director 
 Mr Liam Carter, Research Fellow 
 Mr Mark Ogge 

Prosper Australia 
 Mr Karl Fitzgerald, Director of Advocacy 
 Mr Jesse Hermans, Policy Coordinator 

Per Capita 
 Ms Emma Dawson, Executive Director 

Lock the Gate Alliance 
 Ms Naomi Hogan, National Coordinator 

Conservation Council of Western Australia 
 Mr Piers Verstegen, Director 

 

Friday, 27 August 2021 
Main Committee Room 
Parliament House 
Canberra 

Australian Petroleum Production & Exploration Association 
 Mr Andrew McConville, Chief Executive 
 Mr Damian Dwyer, Deputy Chief Executive 
 Mr Ashley Wells, Director, Government Relations 
 Mr Simon Staples, Director, Commercial 

AMWU 
 Mr Warren Tegg, National Director of Policy 

Australian Workers' Union 
 Mr Daniel Walton, AWU National Secretary 

OFM Consulting Pty Ltd 
 Mr Bob Cook, Consultant 

Chevron 
 Mr David Wawn, Principal Advisor, Advocacy 

Mr Steve Walker, Private capacity 
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 Author of the Walker Review (Independent review into the circumstances 
leading to the administration and liquidation of Northern Oil & Gas 
Australia regarding the Northern Endeavour FPSO) 

 

Wednesday, 10 November 2021 
Committee Room 2S1 
Parliament House  
Canberra  

INPEX 
 Mr Bill Townsend, Vice President - Corporate 

CO2 Cooperative Research Centre (CO2CRC) 
 Dr Matthias Raab, Chief Executive Officer 
 Dr Mohammad Bagheri, Senior Manager—Subsurface 
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