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Natural gas is a reliable, cleaner-burning fuel. It is flexible and
plentiful and underpins growing domestic and export production
sectors. Natural gas is also known as methane. It is found in several
different types of rocks, including sandstone, coal seams and shales.
Of all fuel types, natural gas offers the best combination of
abundance, cleanness, affordability, reliability and flexibility. Gas
is used to generate electricity and to power appliances such as
heaters and stoves. It is also important in many industrial processes,
including making fertilisers, glass, steel, plastics, paint, fabrics and
many other products.

Natural gas and NSW
Natural gas is important for energy security and economic growth.
Although NSW has abundant natural gas resources, most of these
remain undeveloped and the state imports more than 95 per cent
of its gas from other states, which imposes significant pipeline
transmission costs.
Demand for natural gas is forecast to grow over the next two
decades, but most existing long-term contracts for gas supply
in NSW are due to expire between 2015 and 2017. At the same
time, eastern Australian gas prices are expected to rise as large
Queensland liquefied natural gas (LNG) projects begin producing
and exporting gas.
Gas explorers in NSW have indicated that they aim to produce
gas for the NSW domestic market. Bringing local natural gas into
production would enhance the state’s energy security, create jobs,
put downward pressure on energy costs, and provide a significant
boost to economic and regional development in NSW.
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Most natural gas in NSW is held in coal formations. As an end-product,
coal seam gas (CSG) is no different from natural gas found in other
kinds of rocks.
For more than a decade, the Queensland gas industry has been
safely producing gas from coal seams. This industry co-exists with
agriculture and other industries. CSG developments have directly
created more than 27,000 jobs in Queensland and have also had a
powerful multiplier effect in several towns and districts, significantly
boosting regional prosperity.
NSW has extensive gas-rich coal resources that are similar to those
in Queensland. By developing its CSG resources, NSW can enjoy
similar benefits to Queensland.

The story at a glance
Substantial benefits to 2035 to NSW from coal seam gas (CSG)
production:
▶

5,300 new jobs in NSW;

▶

more jobs and higher incomes in many
disadvantaged regional areas;

▶

hospital
upgradesfor
billions of dollars of Selected
additional
payments
($million)
contractors, many in regional areas;

▶

$135 million land access
payments to landholders
in NSW;
Lismore
Blacktown -

▶

stable source of income
for farmers; and$270
Port

Kempsey
$80

$80

Mt Druitt

Macquarie

▶

$110
$1.6 billion additional
government revenue to
support services to the NSW community.1
Campbelltown

$139
The NSW Government can
capture these benefits
for the state
Tamworth
$220
while regulating the industry appropriately.
Regulations should be
Hornsby
Kuring-gai
$120 risks.
based on scientific evidence of potential

1 ▶ NSW CSG potential
= full reserves / resources

Max
Development
(Reserves/Resources)

Natural gas from coal seams

$

~15%

$
Now

2035

5300 new jobs
$1.6 billion taxes
$135m landholder payment

Future

more jobs
more tax revenue
more landholder payment

Note: Approximation based on Expansion Scenario in ACIL (2011) Economic Significance of CSG
Activities in NSW and AEMO (2012) Gas Statement of Opportunities, 23 April. The estimate of full
reserves and resources includes 3P reserves as well as contingent and prospective resources.
1

Dollar figures are cumulative over the period to 2035 and presented in present value terms.
Calculation by Centre for International Economics, Sydney, August 2013
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1 >>	SETTING THE SCENE:
THE BALANCING ACT
Creating economic growth and jobs
The NSW Government has an ambitious reform agenda that is
set out in the strategic plan NSW 2021 – A Plan to Make NSW
Number One. A priority action of the Plan says:
“Increasing business investment by an average of 4% per year
will provide the foundation for securing jobs and long-term
economic activity in NSW. We will achieve this target by
making NSW the first choice for local and international
investors and by supporting our existing businesses to grow.”
“In addition to developing our opportunities in Sydney, Western
Sydney, the Hunter, the Illawarra, regional NSW will be
supported to play a key role in our future economic growth.”
The Plan includes specific goals to create an additional 100,000 jobs in
NSW, including 40,000 in regional NSW. It also targets a 20% reduction
in red tape for businesses and the community by June 2015.

The government’s
number one priority is
to restore economic
growth and establish
NSW as the first place in
Australia to do business.
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Gas is important for the NSW community

Setting the scene: the balancing act

A recent report by the Grattan Institute also indicated that

… more than 1 million households in NSW use gas

There are almost 3 million households in NSW; just over
1.7 million live in the Greater Sydney region.2 There are 1.1 million
small household and commercial users of gas and 450 large
industrial users in NSW.3

|

“infrastructure constraints and commercial battles over prices
mean there may be difficulties getting gas to where it is
needed on the east coast, especially in New South Wales.” 6

NSW CSG will supply NSW
Leading gas companies have announced that natural gas
produced in NSW would predominantly supply NSW industrial
and residential markets.7

For all industries, government has a regulatory role
As with mining, agriculture and industries like food processing,
government has an important role in regulating CSG activities in
NSW. Over the past few years, the NSW and Federal governments
have introduced a wide range of regulations regarding CSG
activities and how those activities can be undertaken.
… as well as manufacturers and electricity generators

About 50 per cent of gas in NSW is consumed by large manufacturers.
A further 25 per cent is used for generating electricity.4
However, 95 per cent of gas consumed in NSW is imported from
other states.

Governments must weigh-up the benefits against the risk
management requirements for natural gas operations
Ultimately the challenge for policy development is to find the
right level of risk management for natural gas operations.

“… in the absence of a growing CSG industry in NSW there is a
significant risk with regard to the ability of gas consumers in the
State—including householders, commercial and industrial users,
and electricity generators—to obtain secure gas supplies in the
future at affordable prices.” 5

2
3
4
5

ABS Census 2011.
IPART (2012), Customer service performance of gas retail suppliers
1 July 2007 to 30 June 2012, December, table A.1.
ABARE 2011.
ACIL Consulting (2012) Coal Seam Gas in NSW: implications for energy security and economic
sustainability, Report prepared for Santos, p1 Accessed 7 May 2013
http://www.allenconsult.com.au/resources/acgeconomicimpactcoalseam2011.pdf

6
7

Grattan Institute (2013), Getting gas right: Australia’s energy challenge, June, p2.
See, for example, AGL Submission (12 April 2013) to the draft SEPP (Mining, Petroleum
Production and Extractive Industries) Amendment (Coal Seam Gas Exclusion Zones) 2013.
A presentation by Santos (dated 10 April 2013) also indicates plans to target NSW customers
and supply gas to NSW customers by 2016-17.

7
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2 >>	HOW BIG COULD THE
CSG INDUSTRY BE IN NSW?

2 ▶ The benefits stream from CSG

Gas is an increasingly important contributor to world energy supply.
The Australian CSG industry is already large and currently supplies
over 30% of all natural gas produced in eastern Australia.8

PRODUCTION OF CSG

Gas production in NSW is small
Currently, in NSW there is only one project producing gas. This is
AGL’s Camden Gas Project which supplies around 5 per cent of
NSW’s current gas demand.

Shareholder
returns

Payment

Gas resources are significant
Royalties

Payroll
tax

Income
tax

Services/Infrastructure

Employee
wages

Contractor
payments

Landholder
payments

Spending on goods and services

Community
contributions

Current known reserves in NSW (Table 3) are 7,008 petajoules.
At an annual consumption of 138 PJ per annum,9 NSW has known
reserves equivalent to about 50 years of supply. However, our
knowledge of gas reserves is still evolving and further exploration is
expected to show NSW natural gas resources are much higher.
3 ▶ CSG total resource base in NSW (Petajoules)
REGION

More jobs / higher wages

Clarence Moreton
(Casino, Lismore)
Gloucester
Narrabri/ Gunnedah
Camden/Hunter

Total

Known
Reserves
(3P)

Contingent/
Prospective
Resources

Total

2,922

3,141

6,062

832

0

832

2,797

3,934

6,731

457

575

1,032

7,008

7,650

14,657

Note: The quantity of reserves is not static and
changes as industry knowledge grows over time.
Source: EnergyQuest (2013) Quarterly Report, May

8
9

Santos (2013), Natural Gas – a balanced energy solution for NSW, April.
Gas Market Bulletin Board, Year ended 31 December 2012. Includes ACT consumption.
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3 >> BENEFITS TO LANDHOLDERS
Landholders receive regular payments from gas operators for
access to their land. Natural gas operations have a small footprint on
the surface of the land. Gas wells can be positioned so that they do
not disturb normal farm operations. Farmers also benefit from road
and fence upgrades and potential access to treated water extracted
from CSG wells.

Landholder Agreements

Gas wells can be positioned
so that they do not disturb
normal farm operations.

In NSW, before starting activities on private land, CSG operators are
required to negotiate an access agreement with the landholder and
obtain government approval. The access agreement establishes the
‘codes of conduct’ or ground rules under which the operators can
access the property.10
The agreement also establishes the access payments between the
gas company and landholder.

Landholders receive payments for access to land
NSW has 285 landholder agreements to date

By 31 March 2013, there were 285 signed landholder agreements
in NSW.11 The potential number of landholder agreements in NSW
will increase as the CSG industry expands. In Queensland, for
example, by the end of March 2013 there were 3,732 landholder
agreements12, with 1,040 of these agreements signed in 2012.13

10
11
12
13

Arrow Energy, for example, has established specific ground rules for its workers http://www.
arrowenergy.com.au/__data/assets/pdf_file/0017/2816/88358_Working_with_Landholders.pdf )
APPEA Q1 2013 Industry Data Table, NSW.
APPEA Q1 2013 Industry Data Table, QLD,
APPEA 2013, Powerpoint presentation, January.
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Per cent
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60
0
Roma

Chinchilla

Wambo

Miles

(Dalby)
Land access payments

Mr Col Murray, the Mayor of Tamworth
“I believe that there is a very strong minority which we hear all day
every day about the risks and the downsides and the negativities
involved with gas extraction. I would have to say that I think there
is also a fairly mature and well-supported view that providing
the State is able to have the right management and controls and
the essential assets are protected, in my view and the message I
take from our broader community is general support to have the
benefits of gas extraction.”

2001

Source: Crosby Textor (2012), Farmers’ Opinion Research
survey, Prepared for APPEA, December.

Miles

2011

2001

2011

Payments of around $135 million expected for NSW landholders
Reliable estimates of the potential magnitude of payments
500
to landholders can be seen from the Queensland experience.
Over the past decade landholders in Queensland have received
250
cumulative payments of around $215 million dollars for land access.
0

Roma
Chinchilla Wambo
Miles
4 ▶ Queensland
CSG land
access
payments
(Dalby)

Stanthorpe

Goondiwindi

50

40

$ million

30

20

10

0

2003

2004
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2007

2008

2009

2010

2011

2012

Source: Flinders Group, Brisbane.

http://www.afr.com/p/national/for_queenslanders_coal_seam_gas_W46GjguPVzdBiy5f05ApKP

In 2012, APPEA commissioned a random telephone survey
of 600 farmers across Victoria, NSW and Queensland to
understand the issues most important for their family, local
area and farms. Only 4 per cent of farmers surveyed listed
mining and resources (including coal and CSG) as their topof-mind concern. Farmers’ main concerns included climatic
conditions, economic factors (such as interest rates and the
cost of diesel) government regulations, infrastructure and
opportunities for local employment.

Wambo
(Dalby)

750

Mr Leon Price, Grazier, Roma

APPEA Farmer Survey

Chinchilla

The size of regular payments to landholders varies between
CSG towns
Nearby
towns
locations. They depend
on the value of the land, the
area
of
land 1000
accessed and any impact on existing operations.

Narrabri hearing of the NSW Legislative Council Inquiry
into CSG, 16 November 2011, transcript page 9

At Leon and Ree Price’s grazing property about 50 kilometres
north-east of Roma, Santos has installed an irrigation system,
fed by treated water extracted from CSG wells, that will
irrigate leucaena and grass pastures. Santos operations on
Mt Hope have meant that the Price’s have been able to bring
forward their property improvement plans while still increasing
their stock holding capacity. Their property hosts 90 CSG
wells owned by Santos and QGC.

Roma

$/week

Agriculture and gas operations can coexist

0

5,000

High value land

Based4,500
on the payments in Queensland, it is estimated that cumulative
4,000
landholder payments in NSW will be around $135 million (in today’s
3,500
dollars)
over the next 25 years. However, the cumulative payments
3,000
could2,500
be as much as $500 million (in today’s dollars) if production
14
over the
2,000 next 25 years reaches its full potential.
$ per hectare
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360
300

Low value land

1,500
1,000
500
-

Beef cattle

Wheat

Sorghum

Irrigated wheat

NSW Tablelands
135,000

14

mily income ($ per year)

12

420

CSG

North West Slopes and Plains
195,000

Non-farm income
115,000

Irrigated cotton

175,000

Based on the same production profile used by ACIL
Consulting ‘Expansion scenario’
155,000
On-farm income ($)
in its 2011 study titled “Economic significance of CSG Activities for NSW”.
95,000
75,000

135,000
115,000
95,000

55,000
35,000

75,000
55,000
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Gas operations provide a passive income for farmers

Income diversification for farmers

Natural gas development provides farmers with the opportunity
to earn extra income beyond that of their normal farm operations.
With only minor changes to farm operations, farmers can earn
additional income from allowing gas operators access to a small
area of land.

A key10benefit of natural gas derived income is that it does not depend
on climatic conditions. This offers a reliable source of income for
0
landholders
whose
on-farm
income
is vulnerable
to weather
volatility.
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012

3,000

2,500
Recent
evidence of properties for sale in the Queensland CSG areas
2,000
also highlights the value of additional income to farmers.
Miles, for
Low valueIn
land
1,500
example,
a 263 hectare property advertised the fact that there is an
1,000
annual
income of $10,000 from four gas wells on the property.17
500
-

cattle on-farm
Wheat and off-farm
Sorghum
Irrigated
wheat NSW
Irrigatedbroadacre
cotton
CSG farms
5 ▶ IncomeBeef
from
sources,

NSW Tablelands
135,000

North West Slopes and Plains
195,000

Non-farm income
115,000
On-farm income ($)
95,000

175,000
155,000
135,000
115,000

75,000

95,000
55,000

75,000
55,000
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Apart from land access payments, farmers can also earn additional
income from providing services to the CSG operators such as
on-site weed control. Santos estimates payments of up to
$30,000 per property for services provided by the landholder.16

$ per hectare

For the 2011/12 financial years, the average farm size in the NSW
North West Slopes and Plains was about 2243 hectares and in the
NSW Tablelands (Northern Central and Southern) 863 hectares.15
Even if farmers allowed CSG companies access to a small amount of
land, this will have minimal impact on the existing farm operations
but still provide a useful source of income.

Total family income ($ per year)

Farmers with CSG activities on their land typically earn around
$1500 to $4500 per hectare per annum in land access payments
(based on recent experiences in Queensland CSG areas).

In the NSW Tablelands and North West Slopes and Plains, off-farm
income is a substantial source of total income required to maintain
5,000
farm viability. Indeed, in the Tablelands region off-farm
Highincome
value land
4,500
regularly provides more than half the family income. In poor years,
4,000
such as 2012 in the NSW Tablelands, off-farm income provides the
3,500
only source (chart 5).

On-farm income data was not reported in 2007.
Source: ABARE farm surveys, AgSurf database.
http://apps.daff.gov.au/AGSURF/ Accessed: 2 May 2013

15
16

http://abares.win.hostaway.net.au/ame/agsurf/agsurf.asp
http://www.santos.com/library/SantosCCC_Narrabri_11December_presentation.pdf

17

In May 2013 there was a 650 acre property in Miles (Queensland) advertising annual returns from four gas
wells. http://www.realestate.com.au/property-lifestyle-qld-miles-7312536 Accessed 7 May 2013

16

|

Farm income is volatile
“Farm cash incomes are subject to wide fluctuations because
of variability in factors such as the weather and pests
and diseases that affect both the quantity and quality of
commodities produced. In addition, fluctuations in the prices
producers receive for products they produce and the cost of
their inputs also contribute to income variability.
Management of these risks has always been an important
aspect of operating successful farm businesses in Australia.” 18
“… Australian farm business managers operate in a more
volatile business environment than is the case for virtually
all national agriculture sectors world-wide, and also that
businesses involved in Australian agriculture experience
more than twice the level of volatility on average of
businesses in other sectors of the Australian economy.” 19

CSG activities provide a
stable ‘passive’ income
source for farmers.

18
19
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ABARE Farm Survey Results 2010–11 to 2012–13, March 2013, p36.
Keogh, M, Including risk in enterprise decisions in Australia’s riskiest businesses,
Farm Policy Journal, Vol9 No4, pp. 11–21.

17

4 >>	BENEFITS TO EMPLOYEES
AND CONTRACTORS
The natural gas industry offers opportunities for employment and
higher wages for workers and contractors who provide services to
CSG operators. Many of these employees and contractors will be
located in regional areas.

About 5,300 new jobs in NSW
There are currently 27,000 people working in the gas industry in
Queensland and only 332 in NSW. The industry in NSW is small but
it will employ more people as it expands. Workers are needed during
the construction phase and during ongoing operations. Santos, for
example, estimates that there will be about 1,800 new positions
during construction and more than 200 ‘direct permanent full time
positions’ during operations for its project in northwest NSW.20
For NSW as a whole, it is estimated that expanding the industry
would create about 5,300 new jobs on average over the next
25 years.21

… expanding the
industry would
create about
5,300 new jobs
over the next
25 years.

20 Allen Consulting Group (2011), The economic impacts of developing CSG operations
in Northwest NSW, iv.
21 ACIL Consulting (2011), Economic significance of CSG activities for NSW p.2-3.

Gympie
Sunshine Coast

18
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Jobs in regional areas

BENEFITS TO EMPLOYEES AND CONTRACTORS

|
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6 ▶ Areas of disadvantage, 2011

Job creation from gas operations will occur in major towns as well
as regional areas.
AGL’s Camden Gas Project employs about 60 full-time employees,
80 per cent of whom are from the local area, as are 40 per cent
of the project’s suppliers and contractors. AGL estimates that
$4 million is spent in the local area annually.

Ballina

Grafton

For its Gloucester project, AGL spent more than $3 million dollars
on purchases from local businesses in 2012/13. AGL expects to
spend another $2.5 million in Gloucester over the next 12 months
on contractors, accommodation and travel.22

Coffs Harbour
Armidale

Tamworth

… in disadvantaged areas

The Australian Government identifies areas of disadvantage using
its Socio-Economic Indexes for Areas (SEIFA). Of the 152 Local
Government Areas in NSW, many of the most disadvantaged are
in areas with substantial CSG reserves. The 25 most disadvantaged
areas in NSW are highlighted in the map opposite, overlaid by
information on the CSG Petroleum Exploration Licence areas
in NSW. Gas production in these areas will provide job opportunities
and support for local businesses in the regions.

Port Macquarie

Taree
Dubbo

Muswellbrook

Cessnock
Parkes

Orange
Bathurst

Lithgow

Sydney

Wollongong
Goulburn

Canberra - Queanbeyan
Not in any Significant Urban Area (ACT)
Batemans Bay

Most disadvantaged areas
Other areas
Petroleum Exploration Licence

Source: Australian Bureau of Statistics, SEIFA Index of Relative Socio-Economic Advantage and Disadvantage 2011.

22

Personal correspondence, 28 June 2013.

20

|

BENEFITS OF NATURAL GAS FOR NSW

BENEFITS TO EMPLOYEES AND CONTRACTORS
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Higher incomes in regional areas

The Queensland experience

Natural gas production can provide higher incomes for employees
and contractors.

More jobs in regional areas

… for employees

In Queensland, the gas industry currently employs
27,000 people.24

The additional activity from gas operations is likely to increase
household incomes in regional areas. Recent experience in
Queensland provides an indication of the potential size of the
increase in incomes (see overleaf).

In Queensland towns with CSG activity like Chinchilla,
Roma, Miles and Dalby the:

… and contractors

While the natural gas industry directly employs personnel it also
engages contractors for a range of specific services. The payments
may be associated with drilling and constructing exploration wells.
The extent of use of contractors is likely to vary depending on
the stage in the production process, although payments are likely
to be extensive.

▶

unemployment rates in these towns have
also declined sharply (chart 7).

In Chinchilla, for example, the median personal income levels
of around $390 per week in 2001 was similar to that of
Stanthorpe (chart 8). By 2011, the median income in Chinchilla
had increased to almost $750 per week, compared to $435
per week in Stanthorpe, providing extra income in Chinchilla
of around $15,000 per person per year. Similarly, income levels
in Dalby and Miles are now similar to those in Goondiwindi,
despite starting from a much lower base in 2001.
Payments to contractors are also large. In 2011–12, for
example, the payments to contractors amounted to almost
$4 billion. Many of these contractors are in regional areas,
such as the Darling Downs, which received contractor
payments of around $360 million in 2011–12.

Average annual incomes
in Queensland CSG towns
are $10-15,000 higher
per person compared
to nearby towns.

QGC News Release, 14 December 2012.

number of persons employed in ‘mining’ related
activities has increased sharply over the past
decade (chart 7). In Chinchilla, almost 500
people are now employed in ‘mining’ related
activities, compared to 20 people in 2001.

And higher incomes

Recent experience in Queensland offers some insight into
the potential size of payments to contractors (see opposite).
QGC, for example recently awarded earth moving contracts
totalling more than $279 million to five Surat Basin businesses.23

23

▶

24

APPEA Coal Seam Gas Industry statistics http://www.appea.com.au/wp-content/
uploads/2013/05/total-q4-2012-csg-industry-data.pdf

21

22

|
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5 >>	BENEFITS TO THE COMMUNITY

7 ▶ CSG has led to rapid employment growth
and reductions in unemployment
Resources employment
600

2001

540

Unemployment rate
10

2011

2001

420

Resources employment

240
600
180

2001

540
120
480
60

6

Per cent

360

Unemployment rate
4
10

2011

2001

2
8

420
0
Roma

360

Chinchilla

Wambo
(Dalby)

300

Miles

240

Source: 180
ABS Census, 2001 and 2011.
CSG towns
120
1000
60

2001

0
6

Roma

Chinchilla

$1.3 billion royalty payments to the NSW Government

2011

Wambo
(Dalby)

Miles

4

Nearby towns

2

2011

2001

0
0 growth
8 ▶ ‘CSG
towns’
have higher
real
income
Roma
Chinchilla
Roma
Chinchilla
Wambo
Miles
750
(Dalby)
than nearby
towns

$/week

The natural gas industry makes various payments to the state
and federal governments. These include royalty payments and
payroll tax to the state government and income tax to the federal
government.25 Here we focus on payments to the NSW government.

2011

8

Per cent

Persons employed

Persons employed

480

300

2011

Wambo
(Dalby)

Miles

CSG towns

Royalties are paid to the NSW Government by operators for the
use of the states’ CSG reserves.
The NSW CSG industry is still in its infancy so there have been
relatively small royalty payments to date. Economic modelling shows
that allowing the industry to expand would result in total royalty
payments over the next 25 years of around $1.3 billion in today’s
values.26 This is equivalent to the size of total expenditure expected
for upgrades to:
▶	key

sections of the Central Coast roads network
($1 billion) and the program to replace/upgrade bridges
on key freight routes in regional NSW ($165m); or
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Campbelltown Hospital Redevelopment ($139m), Tamworth
hospital redevelopment ($220m), Hornsby Kuring-gai hospital
rebuild ($120m) as well as the upgrades to hospitals in Port
Macquarie ($110m), Lismore ($80m) and Kempsey ($80m).
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There are also likely to be some changes to land tax revenues and stamp duties but these
are likely to be relatively minor and, therefore, excluded from our analysis.
ACIL Consulting (2011), Economic significance of CSG activities for NSW, p.56 and p.85.
This assumes that all current reserves and contingent resources are fully developed, as well
as 30% of prospective resources.
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$280 million payroll tax to the NSW Government

BENEFITS TO THE COMMUNITY

Selected hospital upgrades
($million)
Kempsey
$80
Lismore
$80

Blacktown Mt Druitt
$270

Port
Macquarie
$110

Commissioned economic modelling suggests that allowing CSG
activities to expand in NSW would increase payroll tax receipts over
the next 25 years to around $280 million in today’s dollars.27

Campbelltown
$139

Tamworth
$220

More tax revenues means more services

Hornsby
Kuring-gai
$120

Source: NSW Treasury Budget Paper No4, p3–9. 2013–14

Community contributions
Max

= full reserves / resources

In addition to payments to government and employees/contractors,
natural gas companies also make direct in-kind payments to local
communities. Onshore gas companies in Queensland and NSW
are reported to contribute around $1 million per week for local
~15%
community activities. As at October 2010 Santos, for example,
contributed more than $500,000 for local community projects
in Queensland and $2.5m for the upgrade to Roma airport.29

Development
(Reserves/Resources)

A large proportion of the expenditure will be in the transport and
health sectors. Chart 9 presents a selection of hospital upgrades
proposed over the next four years.

25

9 ▶ NSW government health sector investment, 2012-13 to 2016-17

Payroll tax is based on the size of the business as measured by
a company’s wage bill, above defined thresholds. In NSW, gas
companies pay only a small amount of payroll tax because of the
small size of the industry. However, as exploration and production
expands and the number of employees increases, payroll tax
revenues will significantly increase.

The increase in the tax revenues will provide an opportunity for the
government to increase services to the NSW community. Over the
next four years to 2016-17 the State’s infrastructure investment will
total $59.7 billion, comprising $26 billion in the general government
sector and $35.9 billion in the Public Trading Enterprise sector.28

|

$

In the Gloucester region,$for example, AGL has contributed to
the community
through a range of 2035
in-kind contributions such
as
Future
Now
sponsoring a local doctor, Gloucester and Stroud Show, Stratford
5300
new jobsNarraweema Concretemore
Public School breakfast
program,
pathjobs
and
$1.6 billion taxes
more tax revenue
Stroud Road
Spring
Bash’n’Bang.
As
at
1
April
2013,
CSG
companies
$135m landholder payment
more landholder payment
operating in NSW have contributed approximately $749,000 directly
to the community.30

27
28

ACIL Consulting (2011), Economic significance of CSG activities for NSW, p.56 and p.83.
New Treasury Budget Paper 4, Infrastructure Statement 2013–14, p 1–8.

29 http://www.santos.com/library/CSG_Economic_Contribution.pdf
30 APPEA CSG Industry Data, Q4 2012.
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6 >>	WHAT SHOULD
GOVERNMENT DO?
Given the size of benefits, the government needs to seriously
consider what it is losing by adopting policies that are slowing
development of an onshore gas industry in NSW.
Good policy practice suggests that governments need to weigh up
the benefits of expanding CSG production against best practice
risk management practices. This is the same approach that the
government applies to all industries.

… an increase in tax revenues
means that governments can
provide more services to the
community over the long term.

The benefits of natural gas production are large
Expanding gas operations will create new jobs and enhance regional
economies, leading to higher incomes for employees and large
payments to contractors and many landholders.

Summary of benefits
Substantial benefits to NSW of CSG production:
▶

5 ,300 new jobs in NSW;

▶

▶

more jobs and higher
incomes in disadvantaged
regional areas;

$135 million
land access payments to
landholders in NSW;

▶

stable income source
for landholders; and

▶

$1.6 billion additional
government revenue
to support services to
NSW community.

▶

billions of dollars of
additional payments
for contractors, many
in regional areas;

28

|

BENEFITS OF NATURAL GAS FOR NSW

Risk management must be based upon science
The CSG industry in NSW has faced a lot of negative publicity, largely
relating to speculation about possible impacts on the environment,
water and local communities surrounding CSG wells. Much of the
debate has been informed by perceptions of risk which may differ
from measurable probabilities of risk.
From the perspective of government policy, it is important that
decisions are based on scientific evidence of risks, rather than
perceptions of risk.

Risks are already managed
Just like other industries that operate in Australia, governments
often impose measures to regulate industries. For example, the
Native Vegetation Act 2003 and associated regulations were
introduced to end broadscale clearing of land.31 The ability of
farmers to construct a groundwater bore is also governed by
regulation that may limit the activity or impose conditions on
the construction and use of bores.
The CSG industry is governed by a wide range of regulations
that restrict where and how activities are undertaken at both the
exploration and development phases. Over the past two years the
NSW Government has introduced additional regulations that further
restrict activities of CSG companies. The NSW Government describes
its regulations on the CSG industry as being the “toughest controls
in Australia”.

WHAT SHOULD GOVERNMENT DO?
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Some of the policies and regulations of CSG activities in NSW are
summarised below.

Policies and regulations of CSG activities
The NSW Government has a raft of measures to manage
risks associated with CSG activities such as:
▶

Strategic Regional Land Use Plans to identify
ways for regional areas to manage growth,
protect the environment and respond to
competing land uses whilst preserving the key
characteristics or values of these regions;

▶	a

‘Gateway’ process that requires independent
expert review of any potential agricultural
and water impacts of a CSG proposal;

▶	an

Aquifer Interference Policy to “safeguard
against leakage, aquifer compaction and
loss of storage, loss of flow pressure, crosscontamination and change in water quality”;

▶	a

new Land & Water Commissioner to
deal with CSG land access issues;

▶	requirements

to refer all significant CSG and
mining applications to the Commonwealth
Independent Expert Scientific Committee.

There is also a ‘water trigger’ in the Federal Environment
Protection and Biodiversity Conservation Act 1999 that will
require Federal Government approval of new CSG proposals.
Codes of Practice that establish a best practice framework
for CSG exploration and development activities have also
been established for Fracture Stimulation Operations and
Well Integrity.

31

http://www.environment.nsw.gov.au/vegetation/nvmanagement.htm
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Policy uncertainty is damaging for investment
There are also stronger Petroleum Exploration Licence
conditions requiring compliance with or creation of:
▶	Community

Consultation Requirements

▶	Environmental

Impact Assessment Guideline

▶	new

condition for Groundwater
Monitoring and Modelling Plans

▶	new
▶

condition for Produced Water Management Plans

an Agricultural Impact Statement as part of
the assessment of exploration proposals.

Investment in the industry in NSW has been reduced as a result
of policy uncertainty in both the NSW and federal governments.
For example, Metgasco recently announced
	… the suspension of the company’s Clarence Moreton
exploration and development program. This is a carefully
considered decision by the Metgasco Board in light of the
uncertain operating environment created by the New South
Wales Government’s announcement on 19 February that it
intends to change the regulations for coal seam gas (CSG)
operations in the State.
Metgasco ASX/Media Release, 13 March 2013.

This is likely to have flow-on impacts to local industries. Richmond
Dairy which had a gas supply agreement with Metgasco, stated
at the time of signing the agreement that
	the deal with Metgasco could save the dairy processor
up to $1 million a year and help it remain competitive
with Victorian processors
http://www.northernstar.com.au/news/metgasco-talks-gas-to-co-op/1544232/.

Dart Energy has also recently suspended its operations in NSW
citing a key factor as
	the uncertainty by recent NSW and Federal government
decisions in relation to CSG development in Australia.
Dart Energy ASX/Media Release, 2 April 2013.

Imposing unnecessary
regulations could limit
CSG activities and
associated benefits
to the community.
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SOURCES OF FURTHER INFORMATION
 he Australian Petroleum Production
T
& Exploration Association (APPEA)
www.appea.com.au
Our Natural Advantage
www.ournaturaladvantage.com.au
NSW Office of Coal Seam Gas
www.csg.nsw.gov.au
The Bureau of Resources and Energy Economics (BREE)
www.bree.gov.au
 he Council of Australian Governments’ (COAG)
T
Standing Council on Energy and Resources (SCER)
www.scer.gov.au
The Energy Policy Institute of Australia
www.energypolicyinstitute.com.au
EnergyQuest Australia
www.energyquest.com.au
United States Energy Information Administration
www.eia.gov
BP Statistical Review of World Energy
www.bp.com
The International Energy Agency
www.iea.org

