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pace of economic activity, creating the
conditions for strong and sustainable growth
across the economy.

The
aims to provide a suitable framework for the
efficient exploration of Australia’s
continental shelf during the next five to 10
years. The strategy will create more
certainty in the acreage release process and
give industry more lead-time in considering
areas for future release.

The strategy maintains and builds upon the
successful elements of past policies. In
particular, it updates the program for the
regular release of exploration acreage, and
provides for the improved availability of
exploration data. It also reiterates the
Government’s commitment to ensure that
our regulatory and fiscal arrangements
remain internationally competitive.

The
will bring industry specific benefits, improve
investor confidence and strengthen resource
industry competitiveness. As such, I believe
this strategy will assist in maintaining
Australia as one of the best countries in the
world in which to explore for petroleum
resources.

Senator Nick Minchin
Minister for Industry, Science and Resources
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Australian Offshore Petroleum Strategy

In June 1998, the Commonwealth
Government announced a number of
reforms to improve the administration of
offshore petroleum exploration and
development in Australia. The reforms
included the development of a revised
offshore strategy to optimise future oil
and gas exploration in Australian
offshore areas.

The reliable provision of competitively
priced energy is an essential prerequisite
for economic growth. It is important for
Australia’s continued economic welfare
that new resources are discovered to save
the economy the high costs of importing
petroleum.

Australia's known commercial reserves of
crude oil, condensate and naturally
occurring LPG are equivalent to about
12 years of production at current rates.
Since liquid petroleum fuels will continue
to meet a significant proportion of
Australia's energy needs over the next 10
to 20 years, it is important that we find
more reserves.

The Australian Government’s pro-growth
strategy provides the platform to build
vibrant, internationally competitive
industries. Its sound economic
management has brought inflation down
to historically low levels and raised the
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AGSO Australian Geological Survey Organisation

ANZMEC Australian and New Zealand Minerals and Energy Council

APEC Asia-Pacific Economic Cooperation Organisation

EEZ Exclusive Economic Zone

LNG Liquefied Natural Gas

MPF Major Projects Facilitation

PRRT Petroleum Resource Rent Tax

PSL Act Petroleum (Submerged Lands) Act 1967

UNCLOS United Nations Convention on the Law of the Sea



Australia possesses extensive areas of
potentially petroleum bearing
sedimentary basins, including a
continental shelf more than twice the
land area of the continent itself. In spite
of this huge area, most parts of Australia
have not been well explored. Only about
7,400 petroleum exploration wells have
been drilled in Australia to date,
compared to about 3 million in the
United States of America. Only 1,100 of
our exploration wells are offshore.
Australia has one wildcat hole for about
every 20,000 square kilometres, a similar
density to that achieved in the USA by
the late 1860s.

There were a record number of oil and
gas discoveries in Australia in 1997 and
this was followed up by record levels of
exploration activity in 1998. The outlook
for significant oil and condensate rich gas
discoveries remains optimistic.

Australia’s commercial reserves of
petroleum as at 31 December 1996 were
estimated at 1,160 million barrels of oil,
750 million barrels of condensate, 770
million barrels of liquefied petroleum gas
and 26.9 trillion cubic feet of natural gas.
Significant additional gas reserves remain

in the currently non-commercial
category. At current rates of production,
we are depleting our commercial reserves
at about 13.6 percent per year for crude
oil, 4.8 percent per year for condensate
and 4.0 percent per year for natural gas.

The exploitation of Australia’s offshore
petroleum resources makes a major
contribution to the nation’s prosperity. In
1997–98, offshore petroleum production
was valued at approximately $8 billion,
with exports of over $5.8 billion and
secondary taxation revenues to the
Australian Government of about $1.2
billion.
About 90 percent of Australia’s oil and
gas production is produced from offshore
resources located in Bass Strait, the
North West Shelf and the Timor Sea.

However, Australia’s vast sedimentary
basins remain lightly explored,
particularly in the offshore areas where
most of the undiscovered resources are
thought to exist.

To maintain and enhance the
contribution of the offshore petroleum
industry to rising national prosperity, the
Australian Government encourages the

development of a competitive,
innovative and growing petroleum sector
that can fully assess Australia’s petroleum
resources.

To facilitate this objective, the
Government has put in place a legislative
and policy framework for the upstream
petroleum industry which:

offers high levels of certainty to all
stakeholders, particularly for existing
and potential investors;

provides a highly competitive
operating environment;

supports the industry’s efforts to
achieve sustained wealth generation;

implements the principles of
ecologically sustainable
development and encourages world
best practice in environmental,
health and safety management; and

allows industry to respond to
international challenges and seize
international trade and investment
opportunities.



The
accords with the Australian

Government’s commitment to the on-
going evaluation of the existing policy
framework. The new strategy provides:

The Exploration Areas Release Program
includes guidance on the size of future
areas to be released, the process for the
selection of areas to be released and an
indication of the regions for future
releases over the next 5 to 10 years.
Details are provided in Chapter 6.
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a new Offshore Exploration Acreage
Release Program;

improved access for explorers to low-
cost geological and geophysical data;

an enhanced program of regional
geophysical work to be undertaken
by the Australian Geological Survey
Organisation (AGSO);

progressive reform of the regulatory
framework for petroleum exploration
and development in offshore areas;
and

support for other policies that
enhance Australia’s competitiveness
in attracting scarce investments.

Access to low-cost geological and
geophysical data will be improved by the
development of a national petroleum
information strategy to address
uniformity and availability of data.
Standards will also be established to
maintain the integrity of data. Details are
provided in Chapter 7.

AGSO’s regional geophysical work has
also been enhanced by the allocation,
announced in the 1997–98 Budget, of
an additional $33.3 million over four
years to identify prospective new oil
zones in the frontier areas of the
exclusive economic zone, particularly the
southern continental margin of the Great
Australian Bight. This money will fund
the collection of basic geoscientific
information, which will provide the
offshore petroleum industry with the
support it needs to undertake
commercial exploration. Details are
provided in Chapter 7.

The Government has kept the regulatory
framework for offshore petroleum
exploration and development under
constant scrutiny to ensure its efficiency
and effectiveness. This scrutiny has

included: a review of the Australian
Government’s role in offshore petroleum
exploration and development in
1997–98 leading to a number of reforms
to streamline the government
administration of the offshore industry; a
long-term review of offshore petroleum
legislation in consultation with industry;
review of the legislation against
Competition Policy principles; and a
plain English rewrite of the legislation.
Details are provided in Chapter 8.

Australia’s competitiveness to attract
investment is enhanced by the
Government’s policies on petroleum
taxation, prospects for liquefied natural
gas developments, oceans planning and
management, the environment, native
title, major project facilitation, investment
incentives, local content and foreign
investment. Details are provided in
Chapter 9.



Australia has proclaimed a 200 mile
Exclusive Economic Zone (EEZ) around
continental Australia and its territories in
accordance with the United Nations
Convention on the Law of the Sea
(UNCLOS). Australia will claim a further
3.3 million square kilometres of
continental shelf beyond the EEZ before
2004. Australia’s full Legal Continental
Shelf defined under UNCLOS will then
be more than twice the size of the
continental landmass.

Australia has sovereign rights over the
continental shelf for the purposes of
exploring and exploiting the mineral,
other non-living resources of the seabed
and subsoil and sedentary organisms.

The legal framework within which
petroleum exploration and development
activity takes place in Australian offshore
areas is a result of the division of
responsibilities between the
Commonwealth, the States and the
Northern Territory Governments under
the Australian Constitution and certain
agreements between the
Commonwealth, the States and the
Northern Territory.

Responsibility for Australia's offshore
areas beyond three nautical miles from
the Commonwealth, State or Territory
territorial sea baseline rests with the
Commonwealth, whereas onshore and
out to three nautical miles from the
baseline (hereinafter referred to as
coastal waters), petroleum operations are
the responsibility of the individual State
and Territory Governments.

Petroleum operations in Australia,
beyond coastal waters, are governed by
Commonwealth legislation known as the

.
Within this legal framework, the
Commonwealth, the States and the
Northern Territory cooperate in the
administration and supervision of
industry activities. The legislation
provides for orderly exploration for and
development of petroleum resources,
and sets out a basic framework of rights,
entitlements and responsibilities of
governments and industry.

Petroleum (Submerged Lands) Act 1967





Australia has an enviable history in the
successful development of its rich
resource base. Australia has a long
mining tradition and is appreciative of
the significant benefits that resource
development can provide for our
economy and trade.

While Australian petroleum production is
still relatively small in global terms, there
is continuing high potential for further
large discoveries of both oil and gas.
Australia is under-explored. Our vast
sedimentary basins hold significant
opportunities for exploration success and
there are many reasons for petroleum
exploration and development companies
to invest in these opportunities.

The Australian Government has
instituted a legislative and policy
framework to attract new investment in
petroleum exploration and production.
As a consequence, Australia provides
investors with the following:

extensive opportunities to explore in
prospective basins;

transparent, predictable and practical

petroleum regulatory requirements
covering all stages of operations;

a program of continuous review and
improvement of regulatory
requirements to keep them current
and appropriate;

an internationally competitive profit-
related tax system which recognises
the risks of exploration;

access, at low cost, to a large and
high quality geoscientific database;

government facilitation of
investment, including fast tracking of
approvals processes for major
projects;

freedom for companies to sell their
production anywhere in the world at
market prices;

efficient, ethical and helpful public
services with a strong service-
oriented culture and petroleum
expertise;

a welcoming attitude toward foreign
investment with no mandatory local
equity requirements;

excellent physical infrastructure and
sophisticated technical and services
support;

a good record of industrial harmony;
and

proximity to the growing economies
of Asia and the Pacific.

Not the least of our attractions is
Australia as a place to live and work.
Australia has a high standard of living
and a long-standing democratic culture
based on the rights of the individual and
the rule of law. It has a high degree of
social harmony, is politically very stable
and enjoys a quality of life that is among
the best in the world.



AGSO estimates that there is a 50
percent chance of finding a further 3,060
billion barrels of crude oil and
condensate onshore and offshore
Australia. Table 1 shows estimates for
offshore Australia. AGSO cautions that,
given the limited data available for many
basins, the estimates are expected to
prove conservative. These figures are
reviewed as new data become available.

While there has been significant
exploration success in the Gippsland
Basin, parts of the North West Shelf and
in the Timor Sea, most of Australia’s
continental margin is still classed as
frontier. However, current geological
knowledge and inference suggest that
sediments in many basins and subsea
plateaux may have generated — and
entrapped — petroleum.

Rapidly improving exploration and
development technology is creating
greater interest in the evaluation of the
petroleum potential of the frontier areas,

as well as allowing review of the more
mature basins. Commercial risk factors
vary regionally, and perceptions of
prospectivity also depend on the
exploration and resource strategies of
individual explorers.

With only 1671 wells of all types drilled
offshore Australia, and such a large
continental shelf, it is helpful to
categorise the existing knowledge about

Probability Crude oil Condensate LPG Sales gas
of > kLx10 kLx10 kLx10 m x10

(Bblx10 ) (Bblx10 ) (Bblx10 ) (ft x10 )

a b b a

6 6 3 12

6 6 6 3 9

6

5 per cent 520 240 185 1630
(3280) (1510) (1160) (60)

Mean 330 130 110 910
(2060) (810) (695) (30)

95 per cent 180 60 55 460
(1160) (380) (360) (15)

the petroleum potential of offshore
Australia. This has been done by AGSO,
classifying the offshore into mature,
submature, immature and frontier
regions as described below and shown in
Figure 2.

Mature regions are regions where there is
a greater than 50 percent probability that
more than 50 percent of the total
petroleum in the region has been
discovered. The areas are generally
covered by extensive seismic grids and
have a high drilling density. The average



seismic grid spacing is likely to be less
than 2 kilometres; 3D seismic surveying
will have been conducted in some parts
of the region; and more
than 10 exploration wells (new field
wildcat and appraisal wells) will have
been drilled per 1,000 square kilometres.

Submature regions are regions where
there is a greater than 50 percent
probability that 20 to 50 percent of the
total petroleum in the region has been
discovered. Average seismic grid spacing
is likely to be 2 to 5 kilometres; some 3D
seismic surveying may have been
conducted; and 1 to 10 exploration wells
are likely to have been drilled per 1,000
square kilometres.

Immature regions are regions where there
is a greater than 50 percent probability
that less than 20 percent of the total
petroleum in the region has been
discovered. Average seismic grid spacing
is likely to be greater than 5 kilometres
and only about 1 exploration well has
been drilled per 1,000 square kilometres.

Frontier regions are regions where no
petroleum has been discovered. The
level of exploration activity is variable,
but sparse seismic coverage and very few
or no wells is the norm.

It should be noted that the probability of
the percentage of petroleum discovered
is the main determining criterion in
classifying offshore regions; seismic
coverage and well density are indicative
only.

This classification will be under
continuing review and will be updated
periodically.





The timing, composition and number of
areas released for bidding each year have
had, and continue to have, a significant
impact on petroleum exploration offshore
Australia. The ready access to large
amounts of information and data
available on open file also stimulates
explorers’ interest and makes for ease of
pre-bid evaluation.

The
takes account of these factors

together with exploration results, industry
trends and economics, and technology
applications through the 1990s. An
example of these is the increasing interest
in deep water oil and gas exploration and
innovative development techniques.
Thus the release program must be
flexible within its broad framework.

Petroleum exploration areas are offered
for bidding in each offshore release.
Areas comprise 1 or more graticular

Australian Offshore Petroleum
Strategy

blocks, each block measuring 5 minutes
of longitude by 5 minutes of latitude.
Blocks range in area from approximately
67 square kilometres in southern
Australia to 83 square kilometres in the
north. Under the PSL Act, the maximum
size of a permit area is 400 graticular
blocks.

Exploration areas are converted to
exploration permits on award of tenure.

Work program permits are awarded for
an initial term of 6 years and may be
renewed for 5 year terms with 50 percent
of the blocks relinquished at each
renewal. Each component of the
guaranteed work program must be
completed in the designated year or
earlier, unless conditions of ‘force
majeure’ apply. Failure to complete the
guaranteed work program will result in
cancellation of the permit.

Through the 1990s, the government has
followed a publicly announced program
of systematically releasing tranches of
offshore areas in the major basins
adjacent to the Australian mainland for
exploration. Larger areas have been

offered in the more frontier regions,
smaller ones in more mature areas. The
aim of this has been to offer the
opportunity for explorers to retain
relatively large permits in the lesser-
explored regions through several permit
renewals, in return for significant
reconnaissance work and drilling
information. The spread of exploration
through the take-up of permits has
generally been good. As exploration has
progressed, there has been some
reduction in the average size of areas
offered.

The significant increase in exploration
data available to assess petroleum
potential in many of these regions,
increased interest in exploration in
Australia, the new impetus given by the
government to pre-competitive data
acquisition and research, and industry
demand for greater access especially to
the more mature exploration provinces,
lead now to a revised approach to
delimiting the size of areas offered for
bidding.



The following guide will now apply,
referenced to the categories of mature,
submature, immature and frontier regions
shown on Figure 2 and discussed under
Offshore Petroleum Potential.

Mature regions : 8 blocks
maximum

Sub-mature regions : 20 blocks
maximum

Immature regions : 40 blocks
maximum

Frontier regions : 80 blocks
maximum

This approach will help focus
exploration, thereby enhancing the more
efficient use of available data, as well as
financial and technical resources and
providing greater scope for competing
geoscientific ideas. There will be some
flexibility in its application and categories
will be revised as exploration proceeds.

The release program is decided after
consultation between the
Commonwealth of Australia, State and
Northern Territory authorities. Input is
sought from industry and individual

companies are welcome to make
requests for the release of particular areas
— expressions of interest from industry
have been a significant factor in deciding
the composition of recent releases. The
Australian Government will continue this
strongly consultative approach to acreage
release.
The following factors are taken into
consideration in determining the release
program:

a regular pattern of 1 release a year,
each with 2 closing dates (so that
areas will be available for
consideration by explorers for either
approximately 6 or 11 months);

nomination of areas up to 18
months in advance of release to
enable companies to plan ahead,
form study groups, and to encourage
pre-release commercial studies,
seismic surveying and data
reprocessing;

each release will include a broad
selection of mature, sub-mature,
immature and frontier areas
available for exploration to meet the
diversity of corporate exploration
strategies;

areas released will include blocks in
which companies have expressed an
interest or carried out non-exclusive
surveying; and

areas are subject to environmental
assessment before being released
and permits awarded, and
conditions may be imposed.

Formerly the Australian Government
carried out framework seismic surveying
in areas offshore Australia by AGSO
(and previously the Bureau of Mineral
Resources). Now that work has
concluded, AGSO continues its
examination of Australia’s offshore areas
through its
project. This project involves major
industry-focussed research studies and is
being developed with extensive
consultation with industry. Research and
review studies carried out at AGSO,
including leading edge concepts and
techniques, will be coordinated with the
releases.

The release strategy is also aimed at
encouraging the increasing industry trend
to non-exclusive seismic surveys in
immature and frontier areas, as well as
non-exclusive reprocessing of earlier
seismic surveys in such regions.

Frontiers of Petroleum



Regions included in the 1999 release,
announced in April 1999, are as follows:

The Year 2000 release will include some
areas that become available from the
relinquishment, surrender or cancellation
of current permit areas. It will include
some areas not taken up from the 1997
through 1999 releases.

Additionally, areas are expected to be
selected from vacant acreage in the Perth
Basin, Exmouth Plateau, westernmost
Bonaparte Basin and Petrel Sub-basin.

The Year 2001 and later releases will
similarly include areas from the
relinquishment, surrender or cancellation
of current permits and areas not taken up
from earlier gazettals. There will be
increasing emphasis on deep water areas
and it is anticipated the gazettal of
frontier or remote frontier regions with

potential petroleum prospectivity will
include:

Blocks becoming available as open
acreage by relinquishment, surrender or
cancellation from current permits will be
included in areas offered in each release.
In particular, blocks becoming available
in the more mature areas will generally
be offered as areas for bidding in the
next release. Table 2 identifies the
permits where blocks may be
relinquished over the next 6 years.

2001—2005

2005

: Lord Howe Rise,
Bremer Basin, South Tasman Rise.

on: Kerguelen Plateau,
Wallaby Plateau.

Bids closing 14 October 1999 Bids closing 6 April 2000
Region No. of Areas Region No. of Areas
Arafura Basin 4 Central North
Bass Basin 3 West Shelf 28
Bonaparte Basin 3 Great
Carnarvon Basin 6 Australian Bight 9
Duntroon Basin 2
Gippsland Basin 1
Otway Basin: Torquay Sub-basin 1

The release program will be reviewed
every two years in consultation with
industry, the States and the Northern
Territory. Changing circumstances in the
world oil industry, new data collected by
industry and research by AGSO and
other agencies may alter the timetable
for release of exploration areas.

Accordingly, regions to be included in
future releases will be identified and
published after the annual review of the
release program. In addition, a few
months before the formal invitation to
bid for exploration areas and formal
definition of the areas, information about
the regions being short-listed for release
will be published. Means of
dissemination will include a Petroleum
Newsletter issued by the Department of
Industry, Science and Resources and
internet site
http://www.isr.gov.au/resources.energy/
petroleum/exploration.html



(a) At the time of renewal, up to 50 per cent of the blocks held are normally required to be relinquished.
(b) Application for renewal pending.
(c) Permits WA-244-P and WA-245-P were awarded under the cash bidding system for one six-year term,

with no renewal. All the blocks in these permits may become available at the expiry date. Permit WA-
234-P was also awarded under the cash bidding system but the term has been extended pending the
declaration of a location over the Woollybutt discovery.

Permit Number Expiry Date Blocks (a) Permit Number Expiry Date Blocks (a)

Petrel Sub Basin Browse Basin

Dampier Sub Basin

Beagle Sub Basin

Barrow Sub Basin

Perth Basin

Gippsland Basin

Bass Basin

Otway Basin

WA-279-P 18/8/2004 39 WA-33-P 26/2/2003 48
WA-280-P 18/8/2004 45 WA-35-P 6/9/2003 16

WA-206-P 9/11/1999 38
WA-239-P (b) 114

WA-256-P 28/12/2000 8 WA-241-P (b) 147
WA-257-P 28/12/2000 6 WA-242-P 21/4/1999 190
WA-258-P 18/12/2000 7 WA-265-P 19/5/2003 30
WA-259-P 8/9/2001 10 WA-266-P 19/5/2003 24

WA-274-P 18/8/2004 69
WA-275-P 18/8/2004 56

WA-263-P 7/3/2002 28 WA-281-P 18/8/2004 56
WA-282-P 18/8/2004 72
WA-283-P 18/8/2004 52

WA-264-P 7/3/2002 8 WA-285-P 18/8/2004 62
AC/P28 16/6/2004 53
AC/P29 16/6/2004 49

WA-226-P 23/11/2002 52 AC/P30 16/6/2004 49
WA-227-P (b) 110
WA-272-P 11/8/2003 87

VIC/P19 (b) 15
VIC/P34 26/1/2001 32

T/18P (b) 30 VIC/P36 26/1/2001 46
T/25P 9/10/2003 22 VIC/P38 30/7/2003 11
T/27P 14/3/2002 109 VIC/P39 30/7/2003 11
T/28P 2/11/2000 114 VIC/P40 13/5/2004 17
T/30P 9/7/2003 101 VIC/P41 13/5/2004 32

VIC/P42 13/5/2004 28

VIC/P35 26/7/2002 54
SA24 29/6/2001 31

Permit Number Expiry Date Blocks (a) Permit Number Expiry Date Blocks(a)

Bonaparte Basin Carnarvon Basin
WA-18-P Renewal Pend. 10 WA-1-P 16/11/2002 16
WA-128-P 23/9/1999 9 WA-24-P 7/3/2000 10
WA-217-P 27/4/2003 35 WA-25-P 27/1/2003 16
WA-260-P 21/2/2002 48 WA-28-P 4/8/2001 14
WA-273-P 18/8/2004 28 WA-149-P (b) 10
WA-276-P 18/8/2004 28 WA-155-P 12/1/2004 14
WA-277-P 18/8/2004 30 WA-191-P (b) 16
WA-278-P 18/8/2004 30 WA-192-P (b) 16
WA-284-P 18/8/2004 21 WA-202-P 28/3/1999 13
NT/P46 4/3/2002 44 WA-205-P 21/2/1999 14
NT/P47 2/6/2002 138 WA-208-P 10/4/2001 16
NT/P48 2/6/2002 149 WA-209-P 2/2/2000 12
NT/P49 14/5/2003 110 WA-210-P 12/7/2000 4
NT/P50 14/5/2003 126 WA-213-P 3/6/2001 18
NT/P51 14/5/2003 57 WA-214-P 19/8/2001 13
NT/P52 22/2/2004 92 WA-215-P 23/6/2002 6
NT/P53 22/2/2004 99 WA-234-P (c) 16
NT/P54 22/2/2004 115 WA-243-P 27/7/1999 34
NT/P55 18/1/2005 3 WA-244-P 23/5/99(c) 6
NT/P56 18/1/2005 56 WA-245-P 23/5/99(c) 4
NT/P57 18/1/2005 51 WA-246-P 10/2/2000 4
AC/P4 4/5/2002 24 WA-248-P 15/11/1999 37
AC/P8 23/1/2002 12 WA-252-P 20/8/2000 82
AC/P15 17/4/2002 44 WA-253-P 17/7/2000 26
AC/P16 17/4/2002 51 WA-254-P 30/8/2000 4
AC/P17 17/4/2002 7 WA-255-P 20/2/2000 92
AC/P18 29/5/2003 20 WA-261-P 2/1/2002 6
AC/P19 29/5/2003 18 WA-262-P 4/4/2002 5
AC/P20 29/5/2003 18 WA-267-P 19/5/2004 68
AC/P21 29/5/2003 19 WA-268-P 4/6/2004 176
AC/P22 29/5/2003 22 WA-269-P 4/6/2003 126
AC/P23 31/8/2003 56 WA-270-P 4/6/2003 94
AC/P24 25/2/2004 20 WA-271-P 11/8/2003 76
AC/P25 25/2/2004 14
AC/P26 25/2/2004 5
AC/P27 25/2/2004 14



A feature of the Australian offshore
petroleum exploration process is the large
amount of basic and interpretive
exploration data publicly available with
easy access.

Under the PSL Act, explorers are
required to provide government with a
copy of their exploration results.
Information required includes survey
reports, cores and cuttings, fluid samples
and geophysical and geochemical data.
All petroleum data submitted to
government will become publicly
available after appropriate confidentiality
periods. Basic data is available 2 years
after submission and interpretative data
may be made available 5 years after
submission. Data from 3D seismic
surveys recorded for the purpose of sale
on a non-exclusive basis may remain
confidential for 8 years.

Access to this data is through the AGSO
and contact details are provided below.

In addition the Australian Government
funds a national program designed to
reduce exploration risk and promote the
prospectivity of Australian basins through
the provision of pre-competitive

information. This has proven valuable to
explorers, particularly those new to
Australia, especially in lowering the costs
of evaluating acreage prior to making a
decision on bidding.

In 1998 the Australian Government
launched 2 new initiatives to continue to
encourage effective and efficient
petroleum exploration in Australia:

While various information systems and
databases have been developed by the
Commonwealth of Australia, States and
the Northern Territory, all governments
are concerned to address uniformity and
availability of data. The Consultative
Petroleum Data Group — comprising
Commonwealth, State, Northern
Territory and industry representatives —

the National Petroleum Information
Strategy that will build on the
systems in place for management of
the data; and

pre-competitive research to lead
exploration into the frontier areas of
Australia’s Marine Jurisdiction.

is developing a concept for a national
petroleum information strategy which
will enhance the availability, and thus the
use, of the data.

This strategy has been endorsed by the
Australian and New Zealand Minerals
and Energy Council (ANZMEC) Sub-
Committee on Petroleum. It has the aim
of linking all open file data repositories,
data sets and indexes into a national
data set in a site on the Internet. The
national data set will be linked to the
Asia-Pacific Economic Cooperation
Organisation (APEC) Network of
Minerals and Energy Databases which is
being developed with technical support
from AGSO.

The Consultative Petroleum Data Group
is also establishing standards to maintain
the integrity of the data in an
environment of rapid technical change
and a variety of recording and storage
formats. For more information see
AGSO’s web site http:\\agso.gov.au



The Australian Government also
recognises the valuable work of the
States and Northern Territory
Governments in the provision of pre-
competitive geoscience information.AGSO is the national geological survey

and undertakes major studies designed
to reduce exploration risk and promote
the petroleum prospectivity of Australia’s
under-explored basins through the
provision of pre-competitive geoscience
information. It has been carrying out this
work since the early 1980s and has
extensive databases, data sets and
reports from many areas of the offshore
region available to assist explorers.

As part of a new initiative in 1998, the
Australian Government announced a
$33.3 million, 4 year boost to AGSO’s
program to identify prospective new oil
zones in frontier areas of Australia’s
Marine Jurisdiction. The results of these
initiatives are planned to provide the
geoscientific framework to allow Australia
to compete on the international scene in
attracting commercial exploration to such
areas, where there is currently insufficient
data to allow a reasonable indication of
potential petroleum prospectivity.

For more information and details of
current projects see AGSO’s web site
http:\\agso.gov.au



The Australian Government has kept the
regulatory framework for offshore
petroleum exploration and development
under constant scrutiny to ensure its
efficiency and effectiveness. The
Government is also committed to
consulting with industry to ensure that
the regulatory system helps Australia to
maintain a competitive environment for
attracting petroleum investments.

This approach to the regulation of the
offshore industry has been a major factor
in Australia maintaining its high regard as
one of the best oil and gas investment
destinations in the world despite low oil
prices and intense competition to attract
exploration investment.

A survey by Robertson Research
International Ltd in 1998 ranked
Australia as the second highest favoured
country for oil and gas investment
outside North America — this is
Australia’s highest ranking in the twelve
years that the survey has been carried
out.

While the administration of offshore
petroleum activities is perceived by
industry to be working well, the

Government is committed to change
where it is justified. The following
Government reform activities will further
enhance the attractiveness of Australia’s
regulatory framework for offshore
petroleum administration.

A review of the role of the Australian
Government in offshore petroleum
exploration and development was
carried out during 1998. The review
involved a survey of petroleum
companies and found that Australia is
viewed as an attractive place for
petroleum exploration and development.
Particular attractions for Australia
included:

the ease of doing business in
Australia;

perceptions of limited sovereign risk;

a comparatively generous taxation
regime for oil; and

the regulatory regimes governing
gaining access to acreage.

Following the review, the then Minister
for Resources and Energy, Senator
Warwick Parer, announced on 16 June
1998, a number of reforms to streamline
the government administration of
offshore petroleum exploration and
production.

The Governments of the Commonwealth
of Australia, the States and the Northern
Territory are now implementing those
reforms. Changes in the administrative
arrangements will entail:

an acceleration of progress to
objective based co-regulation, with
the regulations being developed in
consultation with industry;

joint development of protocols by
the Commonwealth, States and
Northern Territory to precisely define
their respective roles and
responsibilities, with clear guidelines
also being developed to explain and
clarify processes;

a review of the shared and delegated
administrative responsibilities with
the aim of transferring some shared
powers to the States and Northern
Territory; and



regular Commonwealth/
State/Northern Territory audits to
ensure the guidelines and protocols
are adhered to consistently by and
across all jurisdictions.

The benefits will be clearer and simpler
approvals processes for companies
wishing to carry out exploration and
development activities, with less
administrative duplication between
governments.

A long-term review of PSL Act was
completed in 1998. That review had
involved detailed consultation with the
States, the Northern Territory and
industry. As a consequence,the PSL Act
was amended in 1998 to address some
important title security matters and to
reflect the recent boundary delimitation
treaty with Indonesia. Some other
amendments were also recommended in
the review report relating to improving
government administration and the
efficiency of exploration for, and
production of, petroleum resources. The

Government intends to introduce these
amendments into the Parliament at the
earliest opportunity.
One proposed amendment is to remove
the existing Joint Authority discretion to
allow renewal of a permit comprising 16
blocks or less without requiring half the
blocks to be relinquished. It is proposed
that the halving rule will continue until
only 4 blocks remain and then only one
permit renewal would be allowed. The
aim of this proposal is to increase the
turnover of acreage to encourage new
exploration.

Another amendment will provide for the
ranking of applicants for vacant
exploration areas. This will allow permits
to be offered to the second highest
bidder if the highest bidder has declined
an offer of a permit.

It is also intended to amend the
legislation to provide for a new title over
processing, storage or offloading facilities
that are located outside the area of a
production licence.

From last year, new production licences
now have an indefinite term rather than
requiring periodic renewal. New licences
may revert to the Commonwealth of
Australia if production ceases for 5 years
or more. This change will also apply to
existing licences from their second
renewal. This amendment enhances
security of very large projects with long



lives such as liquefied natural gas (LNG)
projects and thus assists them in their
overseas marketing.

Production licence holders, including
those facing a reversion of their licence to
the Commonwealth, will be able to apply
for a retention lease if production of any
remaining petroleum is not currently
commercially viable but may become
viable within 15 years.

The Australian Government is working
towards streamlining the PSL Act,
moving provisions in the Act to
Regulations and making Regulations
objective-based rather than prescriptive.
With these changes, the legislative
framework will have greater

flexibility to cater for the needs of
operators seeking to adopt new
technology while ensuring community
needs are met.

Objective-based safety regulations are
already in place. Objective based
environment regulations are being
drafted after consultation with industry,
non-government environment bodies
and relevant Government bodies. Work
is also well under way on objective-
based pipeline regulations.

A suite of new guidelines is being
prepared to assist companies apply for
development related titles issued under
the Act while reducing industry
compliance costs and government
administration costs. The first guideline
for Production Licence Applications was

issued in 1997. Guidelines for Retention
Lease Applications, Pipeline Licence
Applications and Unitisation Agreements
are close to finalisation. Additional
guidelines will be prepared to assist
companies with decommissioning of
offshore facilities.

In accordance with the Government’s
program to review all legislation for
compliance with the Competition Policy
principles, the PSL Act will be reviewed
during 1999.

The Commonwealth Government is also
committed to a plain English rewrite of
the PSL Act to reduce compliance costs
for governments and the industry. This
will be implemented following the
Competition Policy review.



For over a decade Australia has been
pursuing a comprehensive program to
open its economy to the world and
increase its efficiency and
competitiveness. The Australian
Government’s fiscal consolidation
program, in concert with other policies
which have increased fiscal responsibility
and the credibility of monetary policy,
have brought inflation down to
historically low levels. These policies
have also raised the pace of economic
activity, creating the conditions for strong
and sustainable economic and
employment growth.

Specifically, the Government has acted
to:

accelerate and widen
microeconomic reform, to build
intrinsic competitiveness throughout
the whole economy, including its
services to the resource industries;

free up the labour market to allow
greater flexibility and productivity;
and

reduce unnecessary regulation and
compliance costs to industry
(including removing

Commonwealth/State duplication to
give greater certainty in decision-
making processes).

A number of specific policies have been
instituted by the Government with
particular benefits for petroleum
exploration and development. The
Government also keeps these policies
under constant scrutiny to ensure they
remain relevant to any changing
circumstances.

Companies involved in petroleum
exploration and development in
Commonwealth offshore areas are liable
for secondary petroleum taxation and
normal income tax.

The secondary petroleum taxation
regime that applies in all new
Commonwealth exploration permits and
virtually all existing permits is the
Petroleum Resource Rent Tax (PRRT).
This taxation regime includes features
that provide an incentive to companies
to explore for and develop petroleum
resources.

The PRRT is designed to provide a
return to the community for the
exploitation of its nonrenewable
petroleum resources. It provides for a
minimum rate of return to project
developers before the community takes a
share of the value of the hydrocarbons
produced. PRRT is levied at 40 per cent
of net project income once exploration
and project expenditures have been
deducted. Exploration expenditures are
transferable between projects and
undeducted expenditures are eligible for
compounding, with the compounded
amount deducted against assessable
receipts in future years. PRRT payments
are deductible for company tax
purposes.

To address uncertainty relating to the
valuation of PRRT liable gas used as
feedstock for vertically integrated
liquefaction plants (for example LNG
and methanol plants), the Government
announced in December 1998 a
methodology to determine a gas transfer
price where ‘arms length’ market
outcomes are absent. The determination
of the gas transfer price combines ‘cost
plus’ and ‘netback’ formulae, using



published financial data. Under normal
operating conditions, a gas transfer price
is obtained by averaging the notional gas
prices provided by respective methods.
The transparency of this approach
enables an investor to estimate the
transfer price for forecasting tax liability
during the pre-development stage of a
project.

Companies involved in petroleum
production are liable to pay normal

income tax. The company tax rate is
currently 36 per cent of taxable income.

Australia has concluded comprehensive
taxation agreements with a number of
countries to eliminate double taxation.
In general, the agreements provide for
the primary taxing right to lie within the
country where income is sourced, and for
a tax credit to be allowed by the country
of residence.

It should be noted that the Government
commenced a major review of business
taxation in 1998, with a final report due
before 1 July 1999. New legislation to
implement the review’s outcomes is
expected to be effective from 1 July
2000.



The Prime Minister’s
Statement in late 1997 identified

the development of an Action Agenda for
Liquefied Natural Gas (LNG). The
purpose of an “Action Agenda” is to
increase growth prospects of an industry
sector. A high level
Commonwealth/State and Industry
Working Group was established in mid
1998 to develop the Action Agenda.

The LNG Action Agenda document
prepared by the Working Group sets out:

Investing for
Growth

a joint vision of Australian
governments and the petroleum

industry for the Australian LNG
industry;

the context in which the LNG
industry operates, including the
contribution it currently makes to the
Australian economy and its potential
for growth;

impediments to that growth; and

a set of “Actions” to be taken by
governments and industry to realise
the LNG industry’s potential to grow
and to expand its share of the
international market.

to promote economic development
through ecologically sustainable
marine industries;

to understand, monitor and
conserve Australia’s marine
biological diversity, the ocean
environment and its resources;

to exercise and protect Australia’s

On 23 December 1998 the Minister for
the Environment and Heritage, Senator
the Hon Robert Hill, launched

and announced the
allocation of $50 million over three years
for a range of actions associated with its
implementation.

has the
following broad goals:

Australia’s
Oceans Policy

Australia’s Oceans Policy

rights and jurisdiction over offshore
areas, including offshore resources;

to accommodate identified and
agreed community interests, needs
and responsibilities; and

to improve our expertise and
capabilities in ocean-related
management, science and
technology and engineering.

National Oceans Ministerial Board,
consisting of Commonwealth
Ministers for environment, fisheries,
industry, resources, science, tourism
and shipping;

National Oceans Office located in
Environment Australia to coordinate
cross-sectoral oceans policy issues
and further development of the
policy;

Support for the sustainable growth of the
petroleum industry is a feature of

. The policy
noted the offshore petroleum industry’s
excellent safety and environmental
record over many years.

The release of the policy and new
implementation arrangements positions
Australia as a world leader in integrated
oceans planning and management.

To implement the policy, the Australian
Government has established an effective
set of institutional arrangements, whose
key features include a:

Australia’s Oceans Policy



National Oceans Advisory Group, to
represent non-government interests
from key industry, science and
conservation organisations;

Regional Marine Plan Steering
Committees consisting of key non-
government and government
stakeholders to oversee the
development of Regional Marine
Plans;

Australian and New Zealand
Environment and Conservation
Council to be the Coordination
forum for Commonwealth-State
consultations on the implementation
of the policy.

The National Oceans Advisory Group
will provide an important forum for
petroleum industry involvement in the
implementation of the policy and
regional marine planning process. Active
industry participation in the
implementation phase of the policy will
help ensure the policy will provide a
framework that assists in balancing the
needs of conservation with access,
resource security and jobs.

Offshore petroleum exploration and
development activities are subject to the
provisions of Commonwealth

environment protection legislation. The
legislation includes:

Where an exploration or development
proposal is determined as likely to affect
the environment to a significant extent,
the permittee will be designated as the

the
;

the
;

the
;

the
; and

the
.

Environment Protection (Impact
of Proposals) Act 1974

Australian Heritage Commission
Act 1975

World Heritage Properties
Conservation Act 1983

National Parks and Wildlife
Conservation Act 1975

Endangered Species Protection
Act 1992

proponent under the

. The matter is then referred to the
Commonwealth Minister responsible for
the environment to determine whether
no further environmental assessment, a
Public Environmental Report, a full
Environmental Impact Statement or a
Public Inquiry is required.
Environmental Impact Statements and
Public Environmental Reports are made
available for public comment before the
Environment Minister makes a
recommendation on the terms and
conditions under which exploration or
development can proceed. This
recommendation is taken into account in
making the decision on the proposal.

The Government is changing the
environment assessment processes. The

was re-
introduced into Parliament in late 1998
and referred to a Senate Committee
which is expected to report in the first
half of 1999. The legislation is not
expected to come into force until
foreshadowed subordinate legislation,
procedures and guidelines are drafted. It
will apply directly to activities approved
under the P(SL) Act. The Department of
Industry, Science and Resources has
initiated discussions with Environment
Australia aimed at streamlining processes

Environment
Protection (Impact of Proposals) Act
1974

Environment Protection and Biodiversity
Conservation Bill 1998



for environmental approvals and
management of offshore petroleum
which would be consistent with both the
existing

and the proposed
new legislation. We anticipate that
formal consultation with industry will
commence shortly.

Objective-based environment regulations
are being drafted in consultation with
industry, non-government environment
bodies and relevant Government bodies.

The Government recognises the
imperative of establishing processes that
both protect native title and provide clear
and certain access to land and marine
areas for exploration and development.
Accordingly, it has acted to simplify and
clarify procedures under the

to achieve a workable framework for
native title. The Government is
committed to improving certainty for all
parties, removing unnecessary
duplication and dispelling any lingering
perceptions of sovereign risk that might
be impeding petroleum developments.

Environment Protection (Impact
of Proposals) Act 1974

Native Title
Act



The Australian Government will consider
the provision of investment incentives to
strategic investment projects in limited
and special circumstances where the
project would generate significant net
economic and employment benefits for
Australia.
Incentives could include grants, tax relief
or the provision of infrastructure services.
Incentives are considered on a case by
case basis, taking into account a
published set of eligibility criteria. The
criteria include a requirement that the
investment would not be likely to occur
in Australia without the incentive, is
viable without subsidy, and provides
significant net economic benefits for
Australia.

The Australian Government has a vital
interest in the development of Australian
petroleum projects and in facilitating
opportunities for Australian industry to
participate in the development and
operation of those projects.

The Government seeks arrangements
that ensure the Australian community
derives appropriate benefit from the
development of petroleum projects in
areas under the jurisdiction of the

A Major Projects Facilitation (MPF)
service has been established to assist
companies through government
approvals at all levels quickly and
efficiently. Companies can apply to the
Minister for Industry, Science and
Resources for MPF status if their project:

The Prime Minister has also appointed a
Strategic Investment Coordinator. The
Coordinator’s role includes fast tracking
government approval processes for
selected major projects, and advising the
Government on the provision of
incentives and on policies to increase
Australia’s investment attractiveness.

Invest Australia is the Australian
Government's national investment
agency which promotes Australia as an
investment location, facilitates major
projects, and provides a wide range of
services to companies seeking to
establish or invest in operations in
Australia. Invest Australia works closely
with the Strategic Investment

has a total capital expenditure of
over A$50 million;

is commercially viable; and

needs Australian Government
approval(s) in order to progress.

Coordinator in providing strategic advice
on investment opportunities and
proposals and managing the Major
Projects Facilitation service.

Once MPF status is approved, Invest
Australia will:

coordinate Federal and
State/Territory Government
approvals requirements and
processes so they progress
simultaneously as far as possible;

identify government policies,
programs or entitlements that may
benefit a project; and

develop an integrated timeline for all
federal and state approvals
processes.



and significant level of Australian
participation in petroleum exploration.
Foreign companies granted a new
exploration right are not required to seek
approval under the foreign investment
policy to take up that exploration right.
Moreover, proposals to acquire an
interest in an existing petroleum
exploration right are exempt from
examination under the Foreign
Acquisitions and Takeovers Act 1975.

Commonwealth of Australia. Its policy
on enhancing local content levels is that
project developers should provide a full
and fair opportunity for Australian firms
to bid for the supply of goods and
services. However, the Government
does not mandate levels of local content.
It recognises that decisions on the supply
of goods and services are properly made
by the project developer as the success
of new projects is critically dependent on
being internationally competitive and
fully responsive to market forces.

Australia's foreign investment policy has
been formulated to encourage foreign
investment, consistent with the needs of
the Australian community. The policy
recognises the substantial contribution
foreign investment has made, and can
continue to make, to the development of
Australia's industries and resources.

Foreign interests are not obliged to seek
Australian participation in their
petroleum exploration activities,
although the Government wishes to see
to the extent practicable, a continuing
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