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INTRODUCTION 

Australia’s recent prosperity has largely resulted from its ability to attract investment.  The 
Australian oil and gas industry is today building almost $200 billion worth of projects, the vast 
majority of which are in Northern Australia.  There is the potential to add another $180 billion 
worth of projects across the country.  But without substantial effort from both the industry and 
policy makers, further investment in the sector may not proceed. 

A 2012 Deloitte Access Economics (DAE) report, Advancing Australia: Harnessing our Comparative 
Energy Advantage1, shows that: 

 More than a third of current business investment in Australia is in the liquefied natural 
gas (LNG) sector. 

 Over the investment phase, the natural gas industry was responsible for an estimated 
103,000 direct and indirect jobs across the economy in 2012. 

 Companies all over Australia are supplying goods and services to the oil and gas industry, 
staff have been attracted from across Australia. 

 The oil and gas industry’s production profile directly and indirectly represents around 
2 per cent of current GDP, with value added of about $28.3 billion in 2010-11. 

 The sector’s economic contribution to the national economy will more than double to 
$65 billion in 2020. 

The global outlook for natural gas is bright.  The International Energy Agency forecasts that gas 
demand in China is set to quadruple and in India almost treble over the period to 20352.  This 
strong demand for natural gas in our region is being driven by a combination of themes: energy 
diversification; the greenhouse gas benefits of replacing coal with natural gas in power 
generation; and a desire for improved air quality outcomes.  

Supporting this outlook, analysis by DAE recently projected that the gas industry will be the 
fastest growing industry across the globe3.  Northern Australia is well positioned to capture a 
share of this next wave of economic growth. 

Geoscience Australia4 and the Australian Council of Learned Academies (ACOLA)5 have estimated 
that Australia’s total gas resources are 819 trillion cubic feet (tcf) or 900,540 petajoules (PJ).  By 
way of comparison, Australia’s production of natural gas in 2011-12 (including exports) was 
around 2 tcf or 2,200PJ, meaning Australia has more than enough gas to service both domestic 
and export markets for decades.  Northern Australia’s abundant natural gas resources makes it 

                                                                 

1
 Available at www.deloitte.com/assets/Dcom-

Australia/Local%20Assets/Documents/Services/Corporate%20Finance/Access%20Economics/Deloitte_Access_Economi
cs_Advancing_Australia_June_2012.pdf.  
2
 IEA 2013, World Energy Outlook 2013, p. 99 

3
 Deloitte Access Economics 2013, Positioning for prosperity? Catching the next wave, p. 7 

4
 Geoscience Australia (2012), Australian Gas Resource Assessment 2012, 14 May (available at 

www.ga.gov.au/products/servlet/controller?event=GEOCAT_DETAILS&catno=74032).  
5
 Australian Council of Learned Academies (2013), Engineering energy: unconventional gas production, 4 June (available 

at www.acola.org.au/index.php/projects/securing-australia-s-future/project-6).  

http://www.deloitte.com/assets/Dcom-Australia/Local%20Assets/Documents/Services/Corporate%20Finance/Access%20Economics/Deloitte_Access_Economics_Advancing_Australia_June_2012.pdf
http://www.deloitte.com/assets/Dcom-Australia/Local%20Assets/Documents/Services/Corporate%20Finance/Access%20Economics/Deloitte_Access_Economics_Advancing_Australia_June_2012.pdf
http://www.deloitte.com/assets/Dcom-Australia/Local%20Assets/Documents/Services/Corporate%20Finance/Access%20Economics/Deloitte_Access_Economics_Advancing_Australia_June_2012.pdf
http://www.ga.gov.au/products/servlet/controller?event=GEOCAT_DETAILS&catno=74032
http://www.acola.org.au/index.php/projects/securing-australia-s-future/project-6
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possible for Australia to meet its own and the region’s growing energy needs, particularly cleaner 
energy needs, over the coming decades.   

This is in contrast to Australia’s resources of liquids which are more modest.  Australia’s identified 
oil resources are estimated at 30,794 PJ made up of 16,170 PJ (2,750 million barrels or mmbbls) of 
condensate, 8,414 PJ (1,431 mmbbls) of crude oil and 6,210 PJ (1,475 mmbbls) of liquefied 
petroleum gas (LPG)6. 

While we have the energy resources that the world needs, Australia is not the only country 
competing for jobs and investment and we need to remain competitive.  The critical policy areas 
that can assist in meeting this challenge include:  

1. Fiscal stability  
2. Red tape and green tape reduction  
3. Access to resources  
4. Market-based energy policy  
5. Viable labour markets that encourage mobility, flexibility and productivity  

These priorities have been the focus of a number of recent APPEA submissions relevant to areas 
outlined in the Committee’s terms of reference.  These include submissions to the: 

 Pre-Budget submission to the 2014-15 Budget7 

 Productivity Commission Commissioned Study into Major Project Development 
Assessment Processes8 

 Committee on the Northern Territory’s Energy Future9 

 Productivity Commission Commissioned Study in Geographic Labour Mobility10 

 The National Commission of Audit11 

These priorities also need to inform the policy platform for promoting the development of 
Northern Australia.  This submission focusses on these priorities from the regional perspective of 
Northern Australia.  
  

                                                                 

6
 Geoscience Australia and ABARE (2010), Australian Energy Resource Assessment, page 101 (available at 

www.ga.gov.au/servlet/BigObjFileManager?bigobjid=GA17412). 
7
 See www.appea.com.au/wp-content/uploads/2014/02/NC-of-Audit-submission-261113.pdf for further information. 

8
 See www.pc.gov.au/projects/study/major-projects/submissions for further information. 

9
 See www.appea.com.au/wp-content/uploads/2013/12/APPEA-Submission-to-NT-Inquiry-Final.pdf for further 

information. 
10

 See www.pc.gov.au/projects/study/labour-mobility/submissions for further information. 
11

 See www.appea.com.au/wp-content/uploads/2014/02/NC-of-Audit-submission-261113.pdf for further information. 

http://www.ga.gov.au/servlet/BigObjFileManager?bigobjid=GA17412
http://www.appea.com.au/wp-content/uploads/2014/02/NC-of-Audit-submission-261113.pdf
http://www.pc.gov.au/projects/study/major-projects/submissions
file:///C:/Documents%20and%20Settings/ddwyer/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/HSBKWIPL/www.appea.com.au/wp-content/uploads/2013/12/APPEA-Submission-to-NT-Inquiry-Final.pdf
http://www.pc.gov.au/projects/study/labour-mobility/submissions
http://www.appea.com.au/wp-content/uploads/2014/02/NC-of-Audit-submission-261113.pdf
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THE COMPETITIVENESS CHALLENGE 

The central challenge facing oil and gas development in Northern Australia is the need to have in 
place policies that help attract local and international investment.  The World Economic Forum 
(WEF), in its annual global competitiveness report, has just ranked Australia outside the top 20 
countries for the first time12.  More recently, the well-respected Fraser Institute Global Petroleum 
Survey had mixed assessments for Northern Australian jurisdictions for their investment 
attractiveness13.     

In an environment of significant global competition for capital, Australian oil and gas projects are 
at a cost competitive disadvantage.   

 

Figure 1: Santos, 2013, Global comparison of LNG plant capex costs 

A high-cost local environment and the emergence of new LNG competitors in East Africa, North 
America and other locations has increased the level of competition Australia faces as it seeks to 
win market share and attract investment. 

Cost challenges are not unique to the oil and gas industry; many Australian industries are facing 
global competitive challenges, most notably in specific sectors (for example automotive and 
aluminium) of the Australian manufacturing industry.   

In addition to cost challenges, the increased regulatory burden facing Australian business is 
hampering our ability to quickly react to changing global conditions and remain competitive.  

                                                                 

12
 World Economic Forum 2013, The Global Competitiveness Report 2013–2014 

13
 Fraser Institute 2013, Global Petroleum Survey, 2013, p. 17 
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Australian business, across the board, cite labour regulations and bureaucratic red tape as being, 
respectively, the first and second most challenging factors for doing business here, as highlighted 
in Figure 2. 

Figure 2: WEF, The most problematic factors for doing business in Australia, 2013 

The main area of concern identified by Australian business in the recent WEF report is the rigidity 
of our labour market (54th), where the situation continues to deteriorate further.  Australia ranks 
137th out of 148 countries for the rigidity of hiring and firing practices and 135th for the rigidity of 
wage setting.  Australia is ranked 128th for the burden of government regulation compared to 96th 
last year and 60th the year before.   

Consistent with the WEF report, petroleum companies operating in Northern Australian 
jurisdictions consider inflexible labour regulations are a major deterrent to investment.  The 
Fraser Institute report raised a number of concerning observations from those operating in the 
petroleum industry.  As table 1 below indicates, of the 157 jurisdictions surveyed, Australian 
states and territories generally provide regulatory and fiscal stability, while the duplication and 
cost of regulatory compliance are identified as significant barriers. 
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Survey Topic Rank (Lower = Better) 

WA  Qld NT Aus – 
Offshore 

Highest 
Aus Rank 

Best Practices 28 42 29 40 3 (SA) 

Regulatory Duplication 69 129 33 75 24 (Tas) 

Cost of Regulatory Compliance 80 95 58 83 58 (NT) 

Regulatory Uncertainty 14 63 8 42 8 (NT) 

Environmental Regulations 109 134 57 119 57 (NT) 

Labour Availability  97 85 87 105 65 (SA) 

Labour Regulations 110 88 64 141 64 (NT) 

Geological Database 6 44 26 7 2 (Tas) 

Taxation Regime 59 72 55 58 28 (SA) 

Fiscal Terms 18 46 6 10 3 (SA) 

Table 1: Fraser Institute, 2013, Summary of key Northern Australian rankings 

Commitments to new resource developments in Australia have slowed markedly over the last 
year.  As the International Energy Agency (IEA) recently noted, the prospects for another round of 
major Australian projects will depend heavily on how costs evolve, on the deployment of new 
technologies, such as floating LNG (FLNG) and hydraulic fracturing, and on competition from other 
regions, notably North America and East Africa14.  If not addressed, these cost and productivity 
challenges threaten to hold back plans for additional export projects. 

As McKinsey & Co noted in a recent report15, it is individual company and government action, plus 
cooperation, that will help Australia’s oil and gas industry overcome the significant cost challenges 
that our LNG projects face.   

  

                                                                 

14
 IEA 2013, World Energy Outlook 2013, p. 99 

15 McKinsey & Co 2013, Extending the LNG boom: improving Australian LNG productivity and competitiveness  
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A POLICY PLATFORM FOR NORTHERN AUSTRALIA 

REGULATORY REFORM 

For Northern Australia to attract increased investment, the approvals and regulations that apply 
to offshore and onshore oil and gas projects and activities must establish an overall net benefit, 
set out clear objectives, and minimise the cost impost on industry whilst ensuring high standards 
of environmental and safety performance. 

Legislation does not always clearly define or achieve its objectives, or add any additional benefit 
to the environment.  Too often it imposes a costly and unnecessary burden on industry and, in 
some cases, ambiguous and conflicting requirements lead to uncertainty and extend project 
timeframes and costs.  Evidence from the oil and gas industry demonstrates that Australia’s 
environmental regulatory framework contains numerous overlapping, excessive, duplicative and 
inconsistent requirements that are causing unnecessary project delays and costs16.   

As noted above, red and green tape is consistently raised by companies as one of the top issues 
impacting the ongoing competitiveness of Australia’s oil and gas industry.  APPEA welcomes the 
Australian Government’s commitment to reducing red and green tape, and is of the view that it is 
imperative that all levels of government continue to work with industry to streamline regulatory 
approvals and processes. 

Governments at all levels should aim to establish environmental and planning approvals processes 
based on the following principles: 

 Support for the adoption of a “one-stop shop” for Commonwealth and State/Territory 
environmental and planning approvals that: 

 Supports robust and consistent environmental regulation and high environmental 
standards and performance. 

 Reduces regulatory burden and removes duplication of approvals between 
jurisdictions. 

 Provides for efficient, streamlined processes and faster timeframes for approvals. 

 Increases certainty and global competitiveness and thereby facilitate further 
business investment.  

 Clear objectives and transparent oversight:  

 The rationale for any regulation must be well defined and understood and a net 
benefit clearly identified.  Government regulation may not always be the most 
effective policy solution or mechanism to manage risk.  

 The processes for implementing regulation must be transparent, clear, uniform 
and predictable. 

 Regulation objectives meet environmental as well as economic and social 
objectives. 

                                                                 

16
 See www.appea.com.au/wp-content/uploads/2013/04/APPEA_Cutting-Green-Tape.pdf  

http://www.appea.com.au/wp-content/uploads/2013/04/APPEA_Cutting-Green-Tape.pdf
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 Regulation is constantly reviewed to assess its ongoing relevance. 

 Underpinned by sound science and evidence: 

 An evidence-based approach should be adopted based on rigorous and reliable 
information and centred on well-defined risks and environmental values. 

 Information, science and evidence used to underpin regulations should be 
transparent. 

 Risk-based and focused: 

 Objective and risk-based regulation should be adopted rather than prescriptive 
standards.  

 This allows a flexible and dynamic approach adapting to changing circumstances 
(technology, environments, science and financial arrangements), and allows 
actions to be taken to mitigate risk in conditions of scientific uncertainty rather 
than stopping or banning projects or activities. 

 Appropriate to the nature and scale of the project  

 Regulation should be focussed on what is appropriate to the ‘nature and scale’ 
and to the risks and impacts from the activity being regulated.  

 The ongoing compliance activity and costs imposed on governments and 
proponents are appropriate and proportional to the risks and impacts.   

 Transparent processes supported by guidance on regulator expectations.  

Offshore 

On 28 February 2014 the National Offshore Petroleum Safety and Environmental Management 
Authority (NOPSEMA) became the sole authority for environmental approvals for offshore 
petroleum activities.  This process has the potential to significantly streamline offshore approvals 
processes without jeopardising strong environmental standards.  The strategic assessment 
process undertaken to endorse the NOPSEMA may present a model that could be used to further 
streamline onshore industry approvals17.  This process ensures environmental processes achieve 
the objectives of the Environment Protection and Biodiversity Conservation Act 1999 (EPBC Act) 
rather than duplicating the EPBC Act approval processes. 

Despite significant improvements, there is still considerable opportunity and need for further 
streamlining and improvement of offshore regulation.  For example, infrastructure that crosses 
jurisdictions, such as pipelines, is still subject to administration by multiple agencies.  This results 
in an excessive cost burden on industry, and industry having to restructure documents for the 
same activity to suit different regulators with different requirements but without adding any net 
benefit to the environment, and having to maintain separate documents for different 
jurisdictions.  Similar dual-track approvals processes are required for activities such as seismic 
surveys and undertaking incident contingency planning.  Inconsistencies often exist in legislative 
requirements between jurisdictions resulting in an increased regulatory burden for industry and 
increased administrative burden for regulators. 

                                                                 

17
 See www.appea.com.au/media_release/streamlining-offshore-regulations-will-deliver-dividend-for-australia   

http://www.appea.com.au/media_release/streamlining-offshore-regulations-will-deliver-dividend-for-australia
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The Federal Government’s Offshore Petroleum and Greenhouse Gas Storage Act 2006 
(OPGGS Act) contains mechanisms for the States or the Northern Territory to confer 
environmental functions (as well as safety and health and structural integrity matters) in 
designated coastal waters (generally the first three miles seaward of the territorial sea base line) 
to NOPSEMA.  However, these conferral powers have not been fully utilised by the States or the 
Northern Territory.  In most cases, no conferrals have occurred; or in cases where they have been 
conferred (for safety and health), most have since lapsed. 

Onshore 

It is evident that gaining understanding and acceptance of the new opportunities from a 
resurgence of onshore exploration requires equal commitment by government and industry.  

Significant work has been undertaken recently to understand the science around onshore gas 
development in Australia.  Hydraulic fracturing is a safe, well-established and well-understood 
industry practice.  The process has been used in Australia since the 1950s without incident.  
Worldwide, more than 2.5 million wells have been hydraulically fractured and nowhere has the 
process been identified as the cause of groundwater contamination. 

The Federal Government commissioned the Australian Council of Learned Academies (ACOLA) in 
2012 to undertake a study of shale gas in Australia focusing on: resources, technology, 
monitoring, infrastructure, human and environmental impacts, issues communication, regulatory 
systems, economic impacts, lessons learned from the coal seam gas industry, and impacts on 
greenhouse gas reduction targets18.   

The ACOLA study found that hydraulic fracturing, if robustly regulated and adequately monitored, 
presents a low risk of environmental harm. 

APPEA urges Northern Australian governments to look to authoritative references like the ACOLA 
report as a starting point in developing onshore gas regulatory frameworks.  Best practice 
regulation can, and has, delivered significant numbers of jobs, royalties and export revenue. 

The recent work by the Standing Council on Energy and Resources (SCER) to develop the National 
Harmonised Regulatory Framework for Natural Gas from Coal Seams offers an appropriate model 
for such a process. 

As part of this work, approvals processes for gaining access to land should operate in a 
transparent and efficient manner to the benefit of all parties, including indigenous communities. 

WORKFORCE MOBILITY 

Geographic mobility is a critical element of a well-functioning labour market, and has been an 
important mechanism for adjusting to the demographic, structural and technological forces 
shaping the Australian economy.  Advances in transport and communication technologies, 
including telecommuting and long-distance or fly-in/fly-out or drive-in/drive out commuting, have 

                                                                 

18
 See www.acola.org.au/index.php/projects/securing-australia-s-future/project-6  

file:///C:/Documents%20and%20Settings/ddwyer/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/HSBKWIPL/www.acola.org.au/index.php/projects/securing-australia-s-future/project-6
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broadened the scope and extent of geographic labour mobility.  However, market signals alone 
are not encouraging the movement of people from areas of high unemployment to areas with 
greater employment and income prospects19.   

Labour mobility will be critical to unlocking the resources of the north.  With an ever increasing 
proportion of people living in large cities and centres in the southern rim of Australia, there is a 
divide between where people live and where the new jobs are.  The need to foster and stimulate 
workforce mobility has never been more critical. 

Given the regional or remote location of most of Australia’s oil and gas facilities, a skilled, 
experienced and mobile workforce will be critical to supporting the development of Northern 
Australia.  Workforce requirements for oil and gas projects vary according to project phase.  
During the construction phase a very large but temporary labour requirement exists, while project 
operations typically require fewer but highly specialised workers to manage the operation and 
maintenance of production facilities on an ongoing basis.  

The continued use of fly-in/fly-out and drive-in/drive-out work models, particularly during the 
temporary construction phase, is essential to enable mobile, flexible and highly skilled operators 
to be deployed in their most productive capacity in support of these projects.  It is also important 
to avoid the ‘boom-to-bust’ cycle that can beset remote regional centres during the construction 
phase of projects. 

Residential employment remains a significant part of the industry’s workforce practices and is 
usually the preferred alternative when a local workforce is available.  Significant investments are 
being made by companies in social and community infrastructure, particularly for onshore 
processing projects20.  Onshore activities present opportunities for oil and gas companies to seek 
local indigenous workforce participation in projects.  

The main factors affecting location decisions are personal and this needs to be well understood 
when considering policies for the development of Northern Australia.  The impact of some 
policies, such as  taxation (e.g., payment of state stamp duties on sale of residential property) and 
housing, may serve as barriers to labour mobility and should be addressed to open up more 
opportunities for individuals and families.  While APPEA does not support distortionary fiscal 
policies, a recognition of the higher costs faced by residents in remote areas can to some extent 
by addressed through policy settings.  The importance of the quality of lifestyle on offer cannot be 
underestimated as a key factor in attracting and retaining residents to the Northern Australia.   

The benefits that resource development projects bring to regional communities are highlighted in 
research commissioned by APPEA and the Minerals Council of Australia (MCA) in 2013.  This work 
analysed the long distance commuter workforce across Australia and the changing resident 

                                                                 

19
 Productivity Commission (2013), Geographic Labour Mobility, Draft, November page 2 (available at 

www.pc.gov.au/__data/assets/pdf_file/0020/130295/labour-mobility-draft.pdf). 
20

 Australian Venture Consultants Pty Ltd (2012), The wider contribution to Australia of the Oil and Gas Industry, a 
selection of case studies from the development of offshore gas fields (available at www.appea.com.au/wp-
content/uploads/2013/04/The-Wider-Contribution-to-Australia-of-the-Oil-and-Gas-Industry-A-Selection-of-Case-
Studies.pdf) 

file:///C:/Documents%20and%20Settings/ddwyer/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/HSBKWIPL/www.appea.com.au/wp-content/uploads/2013/04/The-Wider-Contribution-to-Australia-of-the-Oil-and-Gas-Industry-A-Selection-of-Case-Studies.pdf
file:///C:/Documents%20and%20Settings/ddwyer/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/HSBKWIPL/www.appea.com.au/wp-content/uploads/2013/04/The-Wider-Contribution-to-Australia-of-the-Oil-and-Gas-Industry-A-Selection-of-Case-Studies.pdf
file:///C:/Documents%20and%20Settings/ddwyer/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/HSBKWIPL/www.appea.com.au/wp-content/uploads/2013/04/The-Wider-Contribution-to-Australia-of-the-Oil-and-Gas-Industry-A-Selection-of-Case-Studies.pdf
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demographic profile of Australia’s resource communities21.  Key standard of living measures were 
drawn for nine resource regions, including the Pilbara, Central-West WA, and North West 
Queensland.  These showed that overall, incomes and educational attainment are higher, and 
unemployment is lower in resource regions compared to regional Australia more generally.  There 
are more families and working aged people in resource regions than regional Australia generally, 
and, while fewer people own their own residences, the report showed that workers are not just 
flying in and out, they are moving to the regions to live.  Challenges included service provision 
(such as medical, cultural) and infrastructure, often impacted by growing long distance commute 
workers. 

Linked to these earlier research projects, APPEA has commissioned a more detailed labour 
mobility report focussed on identifying the challenges, opportunities and potential policy 
responses needed to harness the potential of the oil and gas resources in Northern Australia.  It is 
intended to provide this as a supplementary submission to the Inquiry.   

INFRASTRUCTURE   

A number of Northern Australia state and territory infrastructure initiatives are underway or near 
completion that would benefit from a coordinated, multi-government planning approach:   

 The Northern Territory Government Department of Transport long-term Regional 
Infrastructure Study22.   

 Proposals for connecting the NT’s existing gas transmission pipelines to the 
interconnected eastern gas market.  Gas needs to flow to markets that value the resource 
the most.  While the eastern gas market is currently seeking new sources of domestic 
supply, future growth of indigenous resources may lead to potential export opportunities.  
Bi-directional flow of new gas transmission pipelines will be key to the “future proofing” 
of the infrastructure.   

 The soon-to-be-completed $110 million Marine Supply Base at East Arm Wharf in Darwin.  
This is an example of the proactive and positive approach taken by the NT Government to 
support industry development.  This facility will play a key role in delivering operational 
efficiencies to oil and gas projects and is an example of the NT putting assets in place to 
service a global industry. 

 Similarly the Western Australian Government remains committed to establishing a gas 
precinct at James Price Point near Broome.  Major global services companies such as GE 
and Schlumberger have established or are planning to establish bases in Broome to 
support the growth of the oil and gas industry both offshore and onshore.  

Coordinated infrastructure planning by Northern Australian jurisdictions to support the onshore 
and offshore oil and gas industry should be a priority to unlock the economic potential of the 
region.  Governments need to work in partnership with industry to leverage existing and planned 

                                                                 

21
 See www.appea.com.au/wp-content/uploads/2013/04/LDCWorkforceStudy-March-2013.pdf and www.appea.com.au/wp-

content/uploads/2013/04/130204_APPEA-MCA-demographics-report.pdf for further information. 
22

 See www.newsroom.nt.gov.au/index.cfm?fuseaction=viewRelease&id=12082&d=5  

http://www.appea.com.au/wp-content/uploads/2013/04/LDCWorkforceStudy-March-2013.pdf
http://www.appea.com.au/wp-content/uploads/2013/04/130204_APPEA-MCA-demographics-report.pdf
http://www.appea.com.au/wp-content/uploads/2013/04/130204_APPEA-MCA-demographics-report.pdf
file:///C:/Documents%20and%20Settings/ddwyer/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/HSBKWIPL/newsroom.nt.gov.au/index.cfm%3ffuseaction=viewRelease&id=12082&d=5
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infrastructure and consolidate service and supply bases in strategic locations.  Failure to 
coordinate is likely to lead to the loss of this long term opportunity to established service and 
supply bases in South-East Asia. 

The Australian Government’s Bureau of Resources and Energy Economics (BREE) recently 
prepared an outlook to 2025 for Australia’s major bulk commodity exports (coal, gas and iron ore) 
and the production infrastructure required to support the expected export volumes23.  This report 
was commissioned by the former Department of Regional Australia, Local Government, Arts and 
Sports (DRALGAS) and the former Department of Resources, Energy and Tourism (RET), and 
provides significant base level data required for planning of supporting economic infrastructure 
requirements.  

The availability of infrastructure will have a significant bearing on the extent and pace of 
development of Northern Australia’s onshore oil and gas resources.  To get products to market, 
onshore oil projects will require road access while onshore gas projects will require significant 
investment in new pipelines and expansions of existing pipelines (as indicated above).  Remote 
area developments will also require significant investment in other economic and social 
infrastructure such as airports, communications, health, education, NBN and housing in remote 
communities.   

INDIGENOUS OPPORTUNITIES 

Oil and gas companies operating in Northern Australia have a range of existing policies and plans 
focused on indigenous engagement and reconciliation24.  These focus on areas such as native title, 
cultural heritage, employment and training, enterprise development, community capacity and 
corporate social responsibility.  Examples include: 

 Woodside’s indigenous workforce almost tripled from 32 in 2009 to 92 in 2012. 

 Woodside supporting 200 indigenous students to participate in science and engineering 
programs with WA universities.  

 Buru Energy employs 11 environmental cadets to deliver environmental monitoring 
programs. 

 Central Petroleum’s oil field development will create about 10 long-term jobs for 
indigenous workers.  

 Inpex investing $3 million in the construction of the Larrakia Trade Training Centre in 
Darwin to provide training and employment opportunities for the people of the NT. 

Workforces drawn from local indigenous communities provide mutual benefits through the ability 
for companies to attract and retain local staff and the economic benefits that flow back to local 
communities.  As more indigenous people develop the aptitude and necessary specialised skills, 
opportunities for indigenous people to establish businesses providing services and support to the 

                                                                 

23
 BREE (2012), Australian bulk commodity exports and infrastructure – outlook to 2025 

24
 See www.woodside.com.au/Our-Approach/Our-Communities/Pages/Indigenous-Communities.aspx , 

www.santos.com/Blog/archive/2011/03/25/AEP.aspx and 
www.inpex.com.au/media/38772/inpex_rap_final%20email.pdf  

file:///C:/Documents%20and%20Settings/ddwyer/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/HSBKWIPL/www.woodside.com.au/Our-Approach/Our-Communities/Pages/Indigenous-Communities.aspx
file:///C:/Documents%20and%20Settings/ddwyer/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/HSBKWIPL/www.santos.com/Blog/archive/2011/03/25/AEP.aspx
file:///C:/Documents%20and%20Settings/ddwyer/Local%20Settings/Temporary%20Internet%20Files/Content.Outlook/HSBKWIPL/www.inpex.com.au/media/38772/inpex_rap_final%20email.pdf
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oil and gas industry will arise.  Such opportunities can extend into decades of work for projects 
that can have a 30 year plus operating life.   

The success of the onshore oil and gas industry in Northern Australia will provide new 
opportunities for indigenous people.  Oil and gas exploration companies working with indigenous 
people in Northern Australia have made it a priority to engage with those communities.  As the 
projects move through the phases to commercial development, indigenous people will emerge as 
key beneficiaries. 

The LNG sector is contributing significantly to the economic growth of Northern Australia, 
including through employment opportunities during the construction and operation phases of 
projects.  The opportunities for indigenous people to benefit from the early-stage development of 
the onshore industry in Northern Australia should not be underestimated.  Education and training 
facilities such as the Larrakia Trade Training Centre and Charles Darwin University present a solid 
foundation upon which indigenous people can develop the skills and knowledge necessary to 
participate in the future growth of the oil and gas industry in Northern Australia.  
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OTHER DRIVERS IMPACTING INVESTMENT DECISIONS 

FISCAL STABILITY 

The impact of taxation is important to the Committee’s analysis of measures that support 
investment and growth in the energy and resources sectors.  The fiscal framework is a critical 
determinant of investment decisions in the oil and gas industry. 

The oil and gas industry in Australia faces an array of taxes, charges and fees in relation to 
petroleum activities.  Fiscal imposts include resource taxes (including the petroleum resource rent 
tax, petroleum royalties and production excise), company income tax and a wide variety of other 
taxes, fees and charges.  Tax systems and settings that are not administratively efficient and 
internationally competitive can have a significant impact on project economics and investment 
decisions. 

There is an opportunity through the Inquiry to drive a number of significant reforms to this fiscal 
framework:  

 Critical income tax issues, including maintaining the immediate deductibility of 
exploration for income tax purposes and committing to retain the existing statutory 
effective life caps for oil and gas assets. 

 The new PRRT arrangements for onshore operations are imposing a significant additional 
layer of administrative complexity and uncertainty on companies, as well as potentially 
complicating future investment decisions. APPEA proposes that the Government 
introduce a tax free threshold on a barrel of oil equivalent basis for new onshore 
petroleum projects. 

 Resource taxes in the form of excise and royalties on production and taxes on profits can, 
in some cases, have as large an impact on project economics as company tax.   APPEA 
proposes that the Australian Government removes the crude oil and condensate 
production excise regime from all onshore areas in recognition of the ongoing reporting 
and compliance burdens involved in administering a tax that is unlikely to be payable on 
current onshore discoveries.  This is further reinforced by the fact that PRRT now applies 
to all onshore petroleum production. 

Cash bidding– an additional fiscal impost on exploration 

APPEA remains a strong supporter of retaining the work program bidding system for the release 
of all exploration acreage, both offshore and onshore. 

The work program bidding system has served Australia well and has positioned the nation to be a 
leader in the supply of gas to both domestic and global markets.  The industry has estimated to 
have paid nearly $200 billion in resource taxation since the early 1970s.  It is important that 
potentially significant future taxation streams are not threatened by short-term revenue 
objectives.  However, it is recognised that legislation to enact key elements of the measure for 
offshore areas was passed by the Australian Parliament in late 2013. 
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APPEA notes that the Federal Government is currently developing guidelines that are intended to 
provide information and assistance in terms of the operation of the regime.  It is critical that the 
industry is consulted on the design of the cash bidding system to ensure that the long term 
confidence in the acreage release system is maintained. 

APPEA opposes the extension of cash bidding to any other jurisdictions. 

ACCESS TO RESOURCES 

Access to pre-competitive geoscience 

Precompetitive information is important in informing governments on which areas within a region 
or basin are viable to offer for private exploration. The information is then also used in promoting 
the exploration potential of those areas, with the aim of achieving the most favourable terms for 
the release of exploration permits to industry.  The ‘public good’ nature of such information has 
been recognised by governments and funding must be maintained if new resources are to be 
identified. 

Tenure systems 

Decisions on release, award and management of acreage and permits sits with the responsible 
State, Territory or Federal government.  APPEA seeks to ensure that a practical and pragmatic 
view of resource management continues within various legislation and encourages Government 
to actively involve industry in reviews of regulation and compliance. 

MARKET BASED ENERGY POLICY 

Developing an effective market-based energy policy framework for Australia 

APPEA supports the need for market-based energy policy.  In all sectors of the economy – not just 
oil and gas — maintaining access to open and competitive markets is in Australia’s best interest.  

Australia’s upstream oil and gas industry is delivering substantial, economy-wide benefits in terms 
of investment, jobs, and regional development.  For these benefits to be sustained, governments 
must resist calls for policy interventions that force non-commercial outcomes. 

The Committee should reinforce the need for efficient and competitive markets, increases in new 
energy sources to meet domestic and export demand, regulatory reform and the need for 
removal of unnecessary barriers to continued investment in exploration and production. 

As one of Australia’s highest value-adding industries, Australia’s oil and gas industry should be a 
key part in any government policy measures aimed at developing high value-added products and 
services whether for domestic or export markets. 

Trade and international relations 

Australia’s export of value-added natural gas has been a key source of growth and strength in the 
Australia economy in recent years and continued growth will make an ongoing and positive 
contribution to the Australian economy in general and the communities within which the industry 
operates. 

Australia’s engagement in international forums is a key way in which the Australian Government 
can support Australia’s efforts to maximise export opportunities and attract foreign investment 



 

 

 

Page | 17  

 

into Australian industry.  The conclusion of the range of Free Trade Agreements currently under 
negotiation should be a key short-term priority for the Australian Government. 

Driving energy productivity 

APPEA member companies have in place long-standing and pervasive energy management 
policies, systems and measurement indicators that form a core part of their operational 
performance. 

The proposed introduction of the Emissions Reduction Fund (ERF) as Australia’s national 
greenhouse policy response means that the reason for most existing energy efficiency 
programmes, such as the Energy Efficiency Opportunities Assessment (EEO), is redundant. 

The ERF will provide an incentive to identify, evaluate and, where cost effective, act on any energy 
efficiency opportunities.  For energy producing companies, particularly those operating in the 
upstream oil and gas industry, EEO is additional, and not complementary, to a mechanism like the 
ERF.  The EEO programme should be permanently discontinued and the Energy Efficiency 
Opportunities Act 2006 should be repealed. 

Alternative and emerging energy sources and technology 

Using more natural gas in Australia’s power generation and resource processing would 
significantly enhance the nation’s ability to meet increasing energy needs while at the same time 
reducing greenhouse gas emissions.  There are significant benefits to Australia and internationally 
from the greater use of gas as a lower greenhouse gas emitting energy source. 

While the legislated Renewable Energy Target (RET) encourages the uptake of renewable energy 
and thus contributes to lowering emissions, it does so in a way that distorts the energy market 
and causes adverse economic outcomes and increased energy prices.  In particular, the RET drives 
adverse and inefficient outcomes for gas-fired electricity and the operation of the Australian gas 
market. 

The inefficiencies introduced by the RET represent a direct regulatory disincentive to further 
domestic gas supply development across Australia.  The RET is an economically inefficient policy 
that should be discontinued. 


