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Chapter 1
Introduction

Referral of the inquiry

1.1 The Offshore Petroleum (Laminaria and Corallina Decommissioning Cost
Recovery Levy) Bill 2021 (the OP levy bill) and the Treasury Laws Amendment
(Laminaria and Corallina Decommissioning Cost Recovery Levy) Bill 2021
(the TLAB levy bill) were introduced in the House of Representatives and read
a first time on 20 October 2021.1

1.2 On 21 October 2021, the Senate referred the provisions of the bills to the Senate
Economics Legislation Committee (Legislation Committee) for inquiry and
report by 18 November 2021.2

Purpose of the bills

1.3 The purpose of the bills is to implement a new, temporary levy on offshore
petroleum production to recover the Commonwealth's costs of
decommissioning and remediating the Laminaria and Corallina oil fields and
related infrastructure,® including the Northern Endeavour.*

14 The intent of the changes was explained by the Assistant Treasurer, the
Hon Michael Sukkar MP, on 20 October 2021:

This bill imposes a temporary levy on offshore petroleum production. The
purpose of the levy is to recover the costs of decommissioning the
Laminaria-Corallina oilfields and associated infrastructure. It will ensure
that taxpayers are not left to pay these costs....

The levy will be in place until the net costs associated with the
decommissioning have been recovered or 30 June 2030 at the latest. Once net
costs have been recovered, the levy will cease.’

1.5 Thelevy will apply at a rate of $0.48 per barrel of oil equivalent produced, based

on the annual physical production at the wellhead. It will apply to petroleum

1 The Hon Michael Sukkar MP, Assistant Treasurer, Minister for Housing and Minister for
Homelessness, Social and Community Housing, House of Representatives Proof Hansard,
20 October 2021, pp. 6-7.

2 Senator Dean Smith, Government Whip in the Senate, Senate Proof Hansard, 21 October 2021, p. 19.

Explanatory Memorandum (EM), pp. 1 and 5.
EM, p.3.

5 The Hon Michael Sukkar MP, House of Representatives Proof Hansard, 20 October 2021, p. 6.
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produced on or after 1 July 2021 and will be levied annually in arrears® with the
tirst payment due the first half of 2022-23.7

1.6  The levy will remain in place until all costs are covered, up until the financial

year commencing 1 July 2029, with a mechanisms to terminate the levy early or
lower the levy to prevent 'over-collection' by the Government.® The levy will not
be deductible for any other form of Commonwealth taxation, including
company tax, petroleum resource rent tax, the North West Shelf royalty or crude
oil excise.’

Background

1.7 Following events leading to the shutting down of the Northern Endeavour

offshore oil and gas floating production storage and offtake facility (FPSOF) in
2019-2020 and placing it into 'lighthouse mode',!° the federal government in
February 2020, stepped into ensure the safety and security of the facility.
The government committed to decommissioning the facility and remediating
the marine environment, with the project undertaken in three phases and
forecast to take several years:

* Phase 1: decommissioning and disconnection of the facility from the subsea
equipment

* Phase 2: permanent plugging and abandonment of wells

* Phase 3: removal of subsea infrastructure and remediation.!

1.8 In July 2021, the government sought expressions of interest for Phase 1 and

repairs and maintenance are being undertaken to prepare the facility for
decommissioning.!?

10

11

12

EM, pp. 1 and 4-7.

DISER,  Laminaria-Corallina __ oilfields _ decommissioning _ levy:  discussion __paper, p. 2
(accessed 25 October 2021).

EM, pp. 1 and 4-6.

EM, p. 4; see also: DISER, Laminaria-Corallina oilfields decommissioning levy: discussion paper, p. 2
(accessed 25 October 2021).

Department of Industry, Science, Energy and Resources (DISER), Independent review into the
circumstances leading to the administration and liquidation of Northern Oil and Gas Australia (NOGA)
(Walker review website), August 2020 (accessed 25 October 2021).

DISER, Decommissioning the Northern Endeavour, https://www.industry.gov.au/policies-and-
initiatives/decommissioning-the-northern-endeavour (accessed 25 October 2021).

DISER, Decommissioning the Northern Endeavour, https://www.industry.gov.au/policies-and-
initiatives/decommissioning-the-northern-endeavour (accessed 25 October 2021).



https://www.industry.gov.au/sites/default/files/2021-06/laminaria-corallina_oilfields_decommissioning_levy_-_consultation_paper.pdf
https://www.industry.gov.au/sites/default/files/2021-06/laminaria-corallina_oilfields_decommissioning_levy_-_consultation_paper.pdf
https://www.industry.gov.au/data-and-publications/independent-review-into-the-circumstances-leading-to-the-administration-and-liquidation-of-northern-oil-and-gas-australia-noga
https://www.industry.gov.au/data-and-publications/independent-review-into-the-circumstances-leading-to-the-administration-and-liquidation-of-northern-oil-and-gas-australia-noga
https://www.industry.gov.au/data-and-publications/independent-review-into-the-circumstances-leading-to-the-administration-and-liquidation-of-northern-oil-and-gas-australia-noga
https://www.industry.gov.au/policies-and-initiatives/decommissioning-the-northern-endeavour
https://www.industry.gov.au/policies-and-initiatives/decommissioning-the-northern-endeavour
https://www.industry.gov.au/policies-and-initiatives/decommissioning-the-northern-endeavour
https://www.industry.gov.au/policies-and-initiatives/decommissioning-the-northern-endeavour

1.9

1.1

A cost recovery levy was announced on 11 May 2021 as part of the 2021-22
Budget measures and the bills give full effect to the measure Decommissioning
Costs —Laminaria-Corallina oil fields and associated infrastructure.’®

0 The government budgeted $75.344 million over two years for the program,
including nearly $9 million to Woodside for the provision of expert advice.'

Other relevant reviews and inquiries

1.1

1.1

1.1

1.1

1 As part of the development of the enhanced decommissioning framework
DISER told the committee during 2020-2021 Budget Estimates, that in
2018 financial securities, including bonds, were considered by the department
as a possible mechanism to recoup any Commonwealth costs. DISER noted that
'where similar offshore renewable energy frameworks are being developed
internationally, it is common for security, such as a bond, to be required prior to
construction commencing'.!s

2 The Productivity Commission's (PC) 2020 review of resources sector regulation
found that:

Surety arrangements for rehabilitation generally have been inadequate, but
are being strengthened. Bonds that cover the full cost of providing
rehabilitation offer the highest level of financial assurance for governments,
and provide companies with full incentives to complete rehabilitation in a
timely way. Surety requirements should be adjusted to reflect and
encourage progressive rehabilitation. Jurisdictions are heading in this
direction, but a leading practice jurisdiction has not been identified.

3 The PC also noted that having financial assurance arrangements in place
provides incentives for companies to meet their obligations and reduces the risk
of costs being borne by the government,'” and hence taxpayers.

4 The Senate Economics References Committee is presently undertaking an
inquiry into Australia's oil and gas reserves. It received evidence and considered
matters relating to future decommissioning of oil and gas infrastructure, the
Northern Endeavour and a subsequent review by

13

14

15

16

17

Explanatory Memorandum (EM) Offshore Petroleum (Laminaria and Corallina Decommissioning Cost
Recovery Levy) Bill 2021 and the Treasury Laws Amendment (Laminaria and Corallina Decommissioning
Cost Recovery Levy) Bill 2021, pp. 1 and 3; The Hon Keith Pitt MP, 'Boosting jobs and maximising
growth to secure Australia's recovery', Media release, 11 May 2021 (accessed 25 October 2021).

DISER, Answer to question on notice BI-2, Senate Budget Estimates 2020-2021, 28 October 2020
(received 10 December 2020).

DISER, Answer to question on notice BI-1, Senate Budget Estimates 2020-2021, 28 October 2020
(received 10 December 2020).

Productivity Commission (PC), Resources Sector Regulation: Productivity Commission Study report
overview, November 2020, p. 26 (accessed 25 October 2021).

PC, Resources Sector Regulation: Productivity Commission Study report overview, November 2020, p. 48
(accessed 25 October 2021).



https://www.minister.industry.gov.au/ministers/pitt/media-releases/boosting-jobs-and-maximising-growth-secure-australias-recovery
https://www.minister.industry.gov.au/ministers/pitt/media-releases/boosting-jobs-and-maximising-growth-secure-australias-recovery
https://www.pc.gov.au/inquiries/completed/resources/report
https://www.pc.gov.au/inquiries/completed/resources/report
https://www.pc.gov.au/inquiries/completed/resources/report

Mr Steve Walker, and options for decommissioning cost recovery, including a
levy. The inquiry's report is due to be tabled on 2 December 2021.18

Provisions of the bills

Overview of the amendments
1.15 The new, temporary decommissioning cost recovery levy is given effect through

two bills, which share an Explanatory Memorandum (EM):

 Offshore Petroleum (Laminaria and Corallina Decommissioning Cost
Recovery Levy) Bill 2021 (the OP levy bill); and

* Treasury Laws Amendment (Laminaria and Corallina Decommissioning
Cost Recovery Levy) Bill 2021 (the TLAB levy bill).

1.16 The OP levy bill implements a new, temporary levy on offshore petroleum

production to recover the Commonwealth's costs of decommissioning and
remediating the Laminaria and Corallina oil fields and related infrastructure,
including the Northern Endeavour.?

1.17 The OP levy bill contains a number of provisions which enable the levy, noting

that there is no equivalent current law.? These include:

* the application of the levy to registered holders of petroleum production
licences under the Offshore Petroleum and Greenhouse Gas Storage Act 2006;

* setting the levy rate at 48 cents per barrel of oil equivalent produced each
levy year;

» amechanism to prevent over collection of levy over and above the
Commonwealth's unrecovered costs;

* the establishment of the period of operation for the financial years
beginning between 1 July 2021 and 1 July 2029; and

* amechanism to terminate the levy once the Resources Minister is satisfied
that public costs have been recovered.?

1.18 The TLAB levy bill has one schedule and amends the Income Tax Assessment Act

1997, the Petroleum Resource Rent Tax Assessment Act 1987 and the

18

19

20

21

22

Parliament of Australia, Australia’s oil and gas reserves,
https://www.aph.gov.au/Parliamentary Business/Committees/Senate/Economics/Australiasoiland
gas (accessed 25 October 2021); see, for example: 350.org Australia, Submission to the Senate
References Committee inquiry into Australia's oil and gas reserves, Submission 48, p. 2; DISER,
Decommissioning the Northern Endeavour, https://www.industry.gov.au/policies-and-initiatives/
decommissioning-the-northern-endeavour (accessed 25 October 2021).

EM, pp.1and 5.
EM, p. 3.

EM, p.5.

EM, pp. 3-4.


https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Australiasoilandgas
https://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Economics/Australiasoilandgas
https://www.industry.gov.au/policies-and-initiatives/decommissioning-the-northern-endeavour
https://www.industry.gov.au/policies-and-initiatives/decommissioning-the-northern-endeavour

Tax Administration Act 1953 to specify administrative features of the cost
recovery levy, including those relating to:

* modification of the Income Tax Assessment Act 1997 to specify that the levy is
non-deductible;

* modification of the Petroleum Resource Rent Tax Assessment Act 1987 to add
payments of levy to the list of excluded expenditure. 'This ensures, amongst
other things, that the levy is an excluded cost for the purposes of calculating
upstream and downstream costs under the residual pricing method';? and

« modification of the Tax Administration Act 1953 to limit the objection period
and period of review for the levy, specify that the levy is payable to the
Commissioner of Taxation, and to ensure that ordinary tax collection and
recovery provisions apply.?

Detailed explanation of the new laws

Offshore Petroleum (Laminaria and Corallina Decommissioning Cost Recovery

Levy) Bill 2021

1.19 The bill introduces the Offshore Petroleum (Laminaria and Corallina
Decommissioning Cost Recovery Levy) Act 2021.

1.20 The bill also makes provision for the development of regulations.?

Who is liable to pay the levy
1.21 The levy will apply to all registered holders of a petroleum production licence
during the levy year.?

When the levy is payable
122 A levy year is each financial year beginning between 1 July 2021 and
1 July 2029.2

Levy payable
1.23 The levy rate is the lesser of:

* 48 cents per barrel of oil equivalent of petroleum recovered at the wellhead
by an entity in offshore licence areas during the licence period; and

* the Commonwealth's unrecovered costs at the end of the levy year, divided
by the total barrels of oil equivalent of petroleum produced under all

% EM, p. 4.
% EM, p. 4.

» Proposed section 13 of the Offshore Petroleum (Laminaria and Corallina Decommissioning Cost
Recovery Levy) Bill 2021.

% Proposed section 6 of the Offshore Petroleum (Laminaria and Corallina Decommissioning Cost
Recovery Levy) Bill 2021.

7 EM, p. 5.



1.24

1.25

1.26

licences in the levy year (the distributed levy rate), based on information
reported to or available to the Commissioner of Taxation.?

Petroleum has the same meaning as defined in the Offshore Petroleum and
Greenhouse Gas Storage Act 2006.%

The EM notes that barrel of oil equivalent is not defined in the bill, but that it is
commonly understood in the industry to be a unit of energy approximately
equal to one barrel of crude oil (158.8973 litres) and can be applied to both oil
and natural gas production.*®

The Society of Petroleum Engineers' '‘commonly used calculation method for gas
conversion for intercompany comparison purposes is: 1 barrel of oil equivalent
= 5.8 thousand standard cubic feet (Mscf) or 164.24 cubic metres (cu.m) of gas at
STP (15°C and 1 atm)'.?!

Mechanisms to prevent levy over-collection

1.27

1.28

1.29

The bill provides two mechanisms designed to prevent over-collection of the
levy from relevant entities:

* determination by the Resources Minister in relation to the Commonwealth's
unrecovered costs (leading to the application of the distributed levy rate);
and

* early termination of the levy.%

Under the wunrecovered costs mechanism, the Commonwealth's total
unrecovered costs incurred by decommissioning-related activities—or the
amount by which the total amount of the levy assessed for previous levy years
falls short of the net decommissioning costs—is calculated within six months
after the end of the levy year.®

The distributed levy rate (less than 48 cents per barrel of oil equivalent) is then
applied to prevent over-collection of the levy.

2 EM, pp. 5-6; proposed subsections 11(1) and (2) of the Offshore Petroleum (Laminaria and Corallina

Decommissioning Cost Recovery Levy) Bill 2021.

» Proposed section 6 of the Offshore Petroleum (Laminaria and Corallina Decommissioning Cost
Recovery Levy) Bill 2021.

% EM, p.6.

s EM, p. 6.

2 EM, pp. 5-6.

3 Proposed section 8 of the Offshore Petroleum (Laminaria and Corallina Decommissioning Cost
Recovery Levy) Bill 2021.

3 Proposed subsection 11(1) of the Offshore Petroleum (Laminaria and Corallina Decommissioning
Cost Recovery Levy) Bill 2021.



1.30

1.31

1.32

1.33

The EM advises that it is not anticipated that this mechanism will be used in the
tirst few levy years, but that it is expected to be applied towards the end of the
levy to ensure that the total levy collected approximately equates to the
Commonwealth's decommissioning costs.3

Under the early termination mechanism, the Resources Minister may determine
by legislative instrument that no financial year after the current year (up until 1
July 2028) is a levy year, effectively terminating the levy as of 30 June following
the determination.®

The minister is only permitted to make this determination if they are satisfied
that the total decommissioning cost at the end of the current year would not
exceed the total of the levy collected and that further decommissioning related
costs are unlikely to be incurred beyond the current year.%”

The EM notes that this mechanism is limited in its application to ensure that the
levy achieves its core purpose of recovering Commonwealth costs:

Due to the uncertain nature of the decommissioning and remediation
activities, it is not possible to provide for an early termination mechanism
on the face of the law because doing so would add significant complexity
and risk the legislation not achieving its core purpose.

Treasury Laws Amendment (Laminaria and Corallina Decommissioning Cost
Recovery Levy) Bill 2021

1.34

The bill's only schedule, Schedule 1, proposes to amend the Income Tax
Assessment Act 1997, the Petroleum Resource Rent Tax Assessment Act 1987 and the
Tax Administration Act 1953 to specify administrative features of the cost
recovery levy.

Income Tax Assessment Act 1997

1.35

1.36

The bill inserts proposed section 26-96 preventing the Laminaria and Corallina
decommission levy paid being deducted from an entity's assessable income
when calculating taxable income.>

The bill also makes consequential amendments to definitions.*

% EM, p. 6.

% Proposed section 7 of the Offshore Petroleum (Laminaria and Corallina Decommissioning Cost
Recovery Levy) Bill 2021; EM, p. 7.

3 Proposed subsection 7(4) of the Offshore Petroleum (Laminaria and Corallina Decommissioning
Cost Recovery Levy) Bill 2021.

® EM, p.7.

% Proposed section 26-96 of the Income Tax Assessment Act 1997; subsection 4-15(1) of the Income Tax
Assessment Act 1997.

4 Proposed subsection 995-1(1) of the Income Tax Assessment Act 1997; subsection 4-15(1) of the Income
Tax Assessment Act 1997.



Petroleum Resource Rent Tax Assessment Act 1987
1.37 The bill inserts proposed paragraph 44(1)(ga) which defines levy payments as

excluded expenditure. The EM states that 'this ensures, amongst other things,
that the levy is an excluded cost for the purposes of calculating upstream and
downstream costs under the residual pricing method'.*

Tax Administration Act 1953
1.38 The bill proposes to modify the Tax Administration Act 1953 to:

* limit the period within which an objection to an assessment of the levy
amount can be lodged to 60 days after the levy assessment is provided.
This period is intended to provide certainty to both the government and
industry about the amount of levy required to be paid and help ensure
appropriate collection of the levy;*

* specify a requirement to give the Commissioner of Taxation a return
relating to the Laminaria and Corallina decommissioning levy within
6 months after the end of the financial year, even if the levy liable to be paid
is nil.*> This timeframe provides sufficient time to accurately report
production figures for the levy year;*

* specify that the Commissioner of Taxation will make assessments and issue
notices of assessment to liable entities, based on production figures and the
standard rate of 48 cents per barrel of oil equivalent or, if the Resources
Minister has made a determination, based on the distributed levy rate®

* specify that the levy is payable to the Commissioner of Taxation within
21 days of provision of the notice of assessment or amended notice of
assessment;*

* limit the standard period of review for an assessment of the levy amount to
six months;* and

41

42

43

44

45

46

47

EM, p. 4.

EM, p. §; proposed paragraph 14ZW(1)(gb) amendments and proposed paragraph 14ZW(1)(bga) to
the Tax Administration Act 1953.

Proposed Schedule 1 Part 3-17, Division 125, section 125-5 to the Tax Administration Act 1953.
EM, p.7.

Proposed Schedule 1 Part 3-17, Division 125, subsection 125-10(1) to the Tax Administration Act 1953;
proposed Schedule 1 Part 3-17, Division 125, section 125-15 to the Tax Administration
Act 1953.

Proposed Schedule 1 Part 3-17, Division 125, subsections 125-10(1) and (2) to the Tax Administration
Act 1953.

Proposed Schedule 1 Part 3-17, Division 125, subsections 125-15(1) and (2) to the Tax Administration
Act 1953.



* define the levy and shortfall interest charge as tax-related liabilities*® and
ensure that ordinary taxation collection and recovery provisions apply in
relation to the levy, including, for example, confidentiality obligations,
objections, reviews and appeals, and use of the Commissioner of Taxation's
enforcement and penalty powers.*

1.39 The bill also makes provision for a person to be liable for shortfall and general

interest charges on amended assessments and outstanding payments to ensure
they do not benefit 'in the form of a free loan over those who assess correctly’,*
and consequential amendments to definitions.*

Consultation
1.40 The EM does not reference any consultation activities in relation to the bills.

However, DISER conducted consultation in relation to the levy and its
operation® and Treasury conducted public consultation on the exposure bills
between 16 and 23 September 2021. Responses have not been published for
either consultation.>

141 During his second reading speech, the Assistant Treasurer,

the Hon Mr Sukkar MP told the House of Representatives that the government
had conducted public consultation and worked with the oil and gas industry in
relation to the design and operation of the levy:

Public consultation occurred, and the government accepted a number of

recommendations put forward by industry in the final design and operation
of the levy.

As such, the final design of the levy ensures it's temporary, targeted and
effective at recovering costs with as little regulatory burden as possible.>*

48

Proposed Schedule 1 Part 3-17, Division 125, subsection 250-10(2) to the Tax Administration
Act 1953.

4 Proposed Schedule 1 Part 3-17, Division 356, section 356-15 and subsection 357-55(fe) to the Tax

50

51

52

53

54

Administration Act 1953; EM, p. 8.

Proposed subsection 8AAB(4) amendments and proposed Schedule 1 Part 3-17, Division 125,
subsections 125-10(3) and (4) to the Tax Administration Act 1953; Tax Administration Act 195,
s. 280-50.

Proposed subsection 2(1) amendments to the Tax Administration Act 1953.

DISER, Laminaria-Corallina oilfields decommissioning levy: consultation open, 24 June 2021,
https://www.industry.gov.au/news/laminaria-corallina-oilfields-decommissioning-levy-
consultation-open (accessed 25 October 2021); DISER, Laminaria-Corallina oilfields decommissioning
levy: discussion paper, pp. 1-2 (accessed 25 October 2021).

Treasury, Laminaria-Corallina Decommissioning Levy, https://treasury.gov.au/consultation/c2021-
201956 (accessed 25 October 2021).

The Hon Michael Sukkar MP, Assistant Treasurer, Minister for Housing and Minister for
Homelessness, Social and Community Housing, House of Representatives Proof Hansard,


https://www.industry.gov.au/news/laminaria-corallina-oilfields-decommissioning-levy-consultation-open
https://www.industry.gov.au/news/laminaria-corallina-oilfields-decommissioning-levy-consultation-open
https://www.industry.gov.au/sites/default/files/2021-06/laminaria-corallina_oilfields_decommissioning_levy_-_consultation_paper.pdf
https://www.industry.gov.au/sites/default/files/2021-06/laminaria-corallina_oilfields_decommissioning_levy_-_consultation_paper.pdf
https://treasury.gov.au/consultation/c2021-201956
https://treasury.gov.au/consultation/c2021-201956
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Commencement
1.42 The OP levy bill commences on the day after Royal Assent.

1.43 The amendments to the various acts enabled by the TLAB levy bill commence
at the same time as the OP levy bill, and apply in relation to financial years
starting on or after 1 July 2021.%

Financial impact

1.44 The financial impact of the bills on recipients of the measure is mot for
publication reflecting commercial sensitivities'. The compliance cost impact was
assessed as minimal.*

Regulatory impact
1.45 The EM is silent on any regulatory impact and no Regulatory Impact Statement
has been published in relation to the bills.*”

Human rights implications

Statement of Compatibility with Human Rights

1.46 As discussed in the EM, the Statement of Compatibility with Human Rights
(Compatibility Statement) states that the bills are compatible with the human
rights and freedoms recognised in the international instruments listed in section
3 of the Human Rights (Parliamentary Scrutiny) Act 2011, and thus do not raise
any human rights issues.*

Human rights scrutiny report

1.47 The Parliamentary Joint Committee on Human Rights has not yet considered
the two bills, however to date the secretariat has not identified any issues that
are likely to engagement human rights, promote human rights, and/or
permissibly limit human rights.>

20 October 2021, p. 6; see also: The Hon Keith Pitt MP, 'Northern Endeavour to be decommissioned’,
Media release, 14 December 2020 (accessed 25 October 2021).

s EM, p. 9.
% EM, p. 1.

57 Office of Best Practice Regulation, Department of the Prime Minister and Cabinet, Published Impact
Analyses, 25 October 2021, https://obpr.pmc.gov.au/published-impact-analyses-and-reports
(accessed 25 October 2021).

% EM, p. 11.

% Parliamentary Joint Committee on Human Rights, conversation with secretariat 2 November 2021.


https://www.minister.industry.gov.au/ministers/pitt/media-releases/northern-endeavour-be-decommissioned
https://obpr.pmc.gov.au/published-impact-analyses-and-reports
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Conduct of the inquiry
1.48 The committee advertised the inquiry on its website and wrote to relevant

stakeholders and interested parties inviting written submissions by
8 November 2021.

Submissions and public hearings

1.49 The committee received a total of 14 submissions which are listed in Appendix 1.
The committee also received additional information, including answers to
questions taken on notice (as listed in Appendix 1).

1.50 Evidence provided to the inquiry into Australia's oil and gas reserves,
undertaken by the References Committee, was also considered by this
committee in the development of its report.

1.51 A public hearing was held on 8 November 2021. The names of witnesses who
appeared at the hearings are listed at Appendix 2.

Acknowledgements

1.52 The committee thanks all the individuals and organisations who assisted with
the inquiry, especially those who made written submissions and participated in
the public hearing. The committee also notes its appreciation to References
Committee for their consideration of matters relating to the levy and secretariat
members for their research into the bills.






Chapter 2
Views on the bill

Summary of the issues

21

2.2

2.3

This chapter examines the views held by stakeholders on the provisions of the
Offshore Petroleum (Laminaria and Corallina Decommissioning Cost Recovery
Levy) Bill 2021 (the OP levy bill); and Treasury Laws Amendment (Laminaria
and Corallina Decommissioning Cost Recovery Levy) Bill 2021 (the TLAB levy
bill). It is based on the bills' explanatory materials and submissions received by
this inquiry, including a public hearing in Canberra on 8 November 2021, and
additional material submitted to the committee.

Submissions showed widespread support for the bills in a modified form.
A small number of submitters did not support the bills. Submissions also raised
a number of issues in relation to the bills which are not directly related to their
provisions. These issues are discussed later in the chapter:

» consultation conducted in relation to the bills;

* regulation of the Laminaria-Corallina fields decommissioning and
implications for the environment and safety;

* levy transparency measures;

* issues relating to the transfer of the Laminaria-Corallina fields to the
Democratic Republic of Timor-Leste; and

* capability opportunities and a just transition away from fossil fuels for
communities.

This chapter provides an indicative, although not exhaustive, account of the key
issues relating to both bills. It concludes with the committee's views and
recommendations on the bills.

Owerall support for the bills

Majority support with modification

24

The majority of submissions to the inquiry supported the bills and their intent
to impose a levy on oil and gas production to meet Commonwealth
decommissioning costs associated with the Laminaria-Corallina fields.!

1 See, for example: Wilderness Society, Submission 2, p. [2]; Offshore Alliance, Submission 3, p. 6;
Friends of the Earth Australia, Submission 4, p. 1; Australasian Centre for Corporate Responsibility
(ACCR), Submission 7, p. 1; Jubilee Australia, Submission 8, p. 3; Publish What You Pay Australia,
Submission 10, p. 1; Mr Benjamin Cronshaw, Submission 12, p. 1; Australia Institute, Submission 13, p.

3.

13
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2.5 Offshore Alliance thought that it was unacceptable for Australian taxpayers to
pay for the decommissioning work, and welcomed the bills effecting the levy:
The Offshore Alliance very much supports the legislation. The Northern
Endeavour must be removed, all associated wells properly plugged, the

subsea oil and gas equipment removed, and any damage these activities
have caused to the seabed and subsoil must be remediated.

It is completely unacceptable that after many years of profitable operation
any industry cost should be borne by taxpayers — yet the government has
already paid or committed to pay over $200 million to operate the former
Woodside Floating Production, Storage and Offtake (FPSO) vessel Northern
Endeavour, and the total bill after decommissioning could reach $1 billion.>

2.6 Likewise, Friends of the Earth Australia wrote that 'the levy is a welcomed
response to the absence of industry responsibility over the decommissioning of
the Northern Endeavour.'> Ms Jess Lerch from the Wilderness Society, noted their
support for the bill:

We support this levy. I think we are all aware that the Northern Endeavour
mess tracks back to Woodside. Now the government has to clean up that

mess, and we strongly important the important precedent that the industry
must pay these clean-up costs, not the taxpayer.*

2.7 Most of the submissions supporting the bills also recommended amendments to
the bills before they are passed in order to ensure full decommissioning and
rehabilitation, and in order to ensure the Commonwealth's costs are fully
covered. Possible amendments are discussed in more detail below.

2.8  The Offshore Alliance recommended that the object of the OP levy bill be made
explicit thorough the insertion of additional wording reflecting the object and
purpose of the levy for the removal of subsea infrastructure and remediation,
along the following lines:

The object of this Act is to impose a temporary levy on all leviable entities to
recover the costs of the Australian Government of plugging all wells,
removing oil and gas equipment and property, providing for the
conservation and protection of natural resources, and making good any
associated damage to the seabed or subsoil in the Laminaria and Corallina
oil fields, and establishing infrastructure in Australia to facilitate this work.>

2 Offshore Alliance, Submission 3, pp. 6-7.
3 Friends of the Earth, Submission 4, p. 1.

¢ Ms Jess Lerch, Corporate Campaign Manager, Wilderness Society, Proof Committee Hansard,
8 November 2021, p. 8.

5 Offshore Alliance, Submission 3, p. 16.



15

2.9  When the levy was announced the media reported that the oil and gas labelled

the levy as 'over the top and extreme' and were unhappy that the levy was to be
applied to all offshore production, not just Woodside.®

Alternative solutions

2.10 The inquiry received two submissions which did not fully support the passing

of the bills, from the Australian Petroleum Production and Exploration
Association (APPEA) and Chevron Australia.”

211 On behalf of its members, APPEA expressed concerns at the impact of the levy

on the oil and gas industry, suggesting that it would increase uncertainty and
have a stifling effect on investment at a time when the industry is trying to invest
in new energy supply and emissions reduction technologies. APPEA also
thought that the bills would force liabilities to be borne by all Australian oil and
gas operators 'despite the failures of regulation, regulators and a few industry
participants', including operators who derived no economic benefit from the
resource.?

2.12 APPEA submitted that it would have preferred another solution to the recovery

of government-incurred decommissioning costs, and that there was an
opportunity to make the levy more efficient and effective:

... we would prefer the government to work with industry to find a sensible
solution, and a levy is a fairly blunt tool. That said, that's what's before us
now. The decision has been made to implement a levy, so our focus is now
on ensuring that the levy, in its design and its operation, is as effective and
as efficient as it can be.’

2.13 Chevron Australia told the committee that it is 'strongly opposed' to the levy:

In its current form, the levy punishes Chevron and other responsible
resource holders for the failings of others. Chevron has already
demonstrated its commitment to best practice decommissioning and has
properly provisioned for its own decommissioning liabilities. Chevron is
also being asked to pay via the levy a substantial portion of the
decommissioning costs of the LamCor [Laminaria-Corallina] assets, thereby
subsiding the failings of the companies that participated in and benefited
from the production of the asset.™

10

See, for example: Mike Foley and Nick Toscano, 'Woodside hits out at rig clean-up levy as industry
rift  with government _ wides), Sydney ~ Morning  Herald, 18 July 2021
(accessed 26 October 2021); APPEA, New NOGA levy is extreme,' Media release, 29 June 2021
(accessed 26 October 2021); Ben Butler, 'Oil and gas industry fights Morrison government levy of up
to $1b to decommission rig,' The Guardian, 12 May 2021 (accessed 26 October 2021).

APPEA, Submission 6, p. 1; Chevron Australia, Submission 9, p. 1.
APPEA, Submission 6, pp. 1 and 14.
Mr Andrew McConville, APPEA, Proof Committee Hansard, 8 November 2021, p. 14.

Chevron Australia, Submission 9, pp. 1-2.


https://www.smh.com.au/politics/federal/woodside-hits-out-at-rig-clean-up-levy-as-industry-rift-with-government-widens-20210715-p58a20.html
https://www.smh.com.au/politics/federal/woodside-hits-out-at-rig-clean-up-levy-as-industry-rift-with-government-widens-20210715-p58a20.html
https://www.appea.com.au/all_news/media-release-new-noga-levy-is-extreme/
https://www.theguardian.com/australia-news/2021/may/12/oil-and-gas-industry-fights-morrison-government-levy-of-up-to-1bn-to-decommission-rig
https://www.theguardian.com/australia-news/2021/may/12/oil-and-gas-industry-fights-morrison-government-levy-of-up-to-1bn-to-decommission-rig
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2.14 Chevron Australia noted that it did not benefit in any way from the oil and gas
profits from the Laminaria-Corallina field but is forecast to pay more than one-
fifth of the total estimated costs—around 70 per cent more than Woodside, the
next largest levy payer,!! and the previous owner of the Northern Endeavour.

215 The Department of Industry, Science, Energy and Resources' (DISER)
submission to the committee maintained that 'the levy will ensure taxpayers are
not left to pay these costs, sharing the burden equitably among industry based
on their production'.!?

Offshore Petroleum (Laminaria and Corallina Decommissioning Cost
Recovery Levy) Bill 2021

Definitions
2.16 A number of witnesses raised concerns with the definition of 'decommissioning'

in the billl, noting that the term is not defined in the
Offshore Petroleum and Greenhouse Gas Storage Act 2006 (OPGGS Act).'®

2.17 The OPGGS Act uses the terms 'removal of property’, 'plugging or closing off of
wells', 'conservation and protection of natural resources' and 'making good of
damage to the seabed or subsoil' when referring to decommissioning activities
undertaken by operators.!*

2.18 In their submission to the inquiry the ACCR noted that

Section 572 of the Offshore Petroleum and Greenhouse Gas Storage (OPGGS) Act
2006 refers to the 'maintenance and removal of property' (s.572) and
stipulates that titleholders 'must remove from the title area all structures that
are, and all equipment and other property that is, neither used nor to be used
in connection with the operations' (s.572, 3). NOPSEMA's [National
Offshore Petroleum Safety and Environmental Management Authority]
maintenance and removal of property regulatory policy (November 2020)
also refers clearly to the 'maintenance and removal of property'.’>

11 Chevron Australia, Submission 9, p. 2.
12 DISER, Submission 5, p. 3.

13 See, for example: Mr Taylor Rundell, National Economist, Australian Workers' Union (AWU), Proof
Committee Hansard, 8 November 2021, p. 5; Offshore Alliance, Submission 3, p. 15; ACCR, Submission
7,p- 2.

14 Note: the OPGGS Act uses the term decommissioning only in relation to directions, safety, agency
functions and regulations. See, for example: Offshore Petroleum and Greenhouse Gas Storage Act 2006,
para. 780A(5)(f); para. 592(2)(g); subpara. 699(1)(a)(vi); Schedule 3, subpara. 4(1)(b)(v).

15 ACCR, Submission 7, p. 2.
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2.19 The bill provides a new definition of decommissioning as follows:

... decommissioning includes all activities associated with or connected to
the decommissioning of the Northern Endeavour, including;:

(a) the disconnection, removal and disposal of the Northern Endeavour; and

(b) the suspension, plugging (whether temporary or permanent) and
abandonment of wells in the Laminaria and Corallina oil fields and
flushing of associated pipelines; and

(c) removal or any other treatment of subsea infrastructure from the
Laminaria and Corallina oil fields; and

(d) associated environmental remediation.

2.20 Inthe course of receiving evidence from witnesses during the public hearing the

committee observed that the definition of decommissioning changed between
the release of the OP levy bill exposure draft and the bill presented to the
Parliament. The exposure draft bill defined decommissioning as including 'the
removal of subsea infrastructure'.’” The OP levy bill defines decommissioning
as including 'removal or any other treatment of subsea infrastructure'.

2.21 Ms Marie Illman, General Manager at DISER, told the committee that the term

'decommissioning’ was used in the proposed act as it is a more modern term,
which is readily understood and used in the oil and gas industry, under the
broader concept of removal of property and remediation of the environment.
DISER requested the definitional change to ensure that there is flexibility in the
options available, enabling the best environmental outcome.!8

2.22 The Treasury advised that the definition is intended to reflect the range of

potential costs that may be incurred by the government, and did not seek to
impose any requirements on how the decommissioning may be undertaken. The
Treasury advised that consultation in relation to the bill, undertaken with
DISER," comprised targeted consultation with APPEA and its members before
the exposure draft of the bill was released for public consultation.?

2.23 APPEA told the committee that it had not specifically lobbied for the definition

change for 'decommissioning' and highlighted that flexibility in
decommissioning was important to ensure the best environmental outcomes:

16

17

18

19

20

Proposed section 6, OP levy bill.

See, for example: Senator Dorinda Cox, Senate Economics Legislation Committee, Proof Committee
Hansard, 8 November 2021, p. 17; Senator Anthony Chisholm, Deputy Chair, Senate Economics
Legislation Committee, Proof Committee Hansard, 8 November 2021, p. 28; Proposed section 6,
OP levy bill, Exposure draft.

Mr Paul Trotman, Head of Division, Resources Division, DISER, Correspondence
received 15 November 2021.

See also: DISER, Submission 5, pp. 3—4.

Mr Simon Winckler, Director, Special Tax Regimes, Treasury, Proof Committee Hansard, 8 November
2021, p. 34.
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In some instances, the best environmental outcome may be to leave some of
those assets in situ. That's an assessment that needs to be made by the
regulator. What it was designed to do was to ensure that all those options
are considered to deliver the best environmental outcome. If it were a
specific statement that said, 'This was required,' then you may actually, by
virtue of legislation, be forced into a worst environmental outcome. The
removal of it actually provides the flexibility to ensure that what is going to
deliver the best outcome is fully considered.?

'Removal or other treatment' and 'abandonment of wells'
2.24 Several submitters drew the committee's attention to their concern that the

2.25

The breakdown of subsea umbilicals and other structures may result in the
release of materials (including plastics and metals) over differing timescales.
A range of impacts and risks may be associated with release of these
materials, such as:

* impacts to marine water quality, benthic communities and habitats from
the release of contaminants and plastics to the water column;

* lethal or sublethal effects to marine fauna from ingestion or
entanglement; and

* risk to human health through bioaccumulation of contaminants through
the food chain.?

definition of 'decommissioning' used by the OP levy bill, and in particular the
inclusion of the words 'removal or any other treatment [emphasis added] of
subsea infrastructure’ moderates NOPSEMA's default position of complete
removal, and that full removal of infrastructure may not occur.?? They thought
that this, combined with the alternative regulatory arrangement would set an
unwelcome precedent, noting that DISER's tender documentation said the
project 'will set the standard for future similar activities in Australian waters'.?

NOPSEMA advised the committee of the potential for subsea infrastructure and
other structures to contain a range of plastics, metals and other contaminants,
noting that they present potential environmental risks:

2.26 The ACCR? and the Wilderness Society agreed that the standards used for this

It is our view that, like it or not, the standard to which the
Northern Endeavour is decommissioned is likely to set the upper benchmark
for future decommissioning — and must be considered in the context of the

2t Mr McConville, APPEA, Proof Committee Hansard, 8 November 2021, p. 17.

2 ACCR, Submission 7, p. 2.

2 Offshore Alliance, Submission 3, p. 9.

2% NOPSEMA, Answer to question on notice, Number 8 8 November
(received 15 November 2021).

% ACCR, Submission 7, p. 1.

project would set a precedent for future decommissioning work and argued that
the work should be of the highest standard, with the Wilderness Society writing:

2021
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scale of the challenge this industry is facing in relation to completing the
very substantial amount of decommissioning liabilities coming down the
line, as well as existing concerns about cost cutting and substandard
maintenance issues in the industry.?

2.27 The ACCR also thought that the ability for companies to apply for a 'deviation

from removal requirements’ under the enhanced decommissioning
framework,” where they can demonstrate 'equal or better environmental
outcomes' was failing. They also thought that it was unclear whether this would
apply to the decommissioning of the Northern Endeavour.?

2.28 The Offshore Alliance submitted that the new definition raises unprecedented

risks associated with decommissioning by permitting 'any other treatment' of
infrastructure, 'with potentially devastating long-term environmental
consequences'. While the Offshore Alliance suggested that the definition may be
used to broaden the government's authority to spend funds which can be
recouped by the levy, it speculated that 'the concern is that these additional
words may foreshadow an intention by the government to not completely
remove the subsea infrastructure, or for industry to apply the new definition in
other circumstances'.”

2.29 Likewise, the Offshore Alliance, Maritime Union of Australia (MUA),

Australian Workers' Union (AWU)*® and Friends of the Earth Australia® told
the committee of its concerns with the definition, including allowing 'the
suspension, plugging (whether temporary or permanent) and abandonment of
wells in the Laminaria and Corallina oil fields and flushing of associated
pipelines' and the potential for considerable environmental damage. The
Offshore Alliance thought that this inclusion did not align with accepted
language in the OPGGS Act or NOPSEMA Directions and must be removed

26

27
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31

Wilderness Society, Submission 2, pp. 1-2.

NOPSEMA advised the committee that it is currently considering seven Environment Plans (EPs)
under assessment where a deviation from removal requirements is being sought, in relation to:
Montara 1,2,3 and Skua-1 Wellheads; Thebe-1 Wellhead; Calthorpe-1 Wellhead; Woollybutt field;
Balnaves field; Echo Yodel Capella field; and West Tryal Rocks 2 wellhead.
NOPSEMA, Answer to question on notice, Number 7, 8 November 2021
(received 15 November 2021).

ACCR, Submission 7, p. 2.
Offshore Alliance, Submission 3, p. 15.

Offshore Alliance, MUA, AWU, Answer to question on notice, Number 1, 8 November 2021
(received 12 November 2021).

Friends of the Earth Australia, Submission 4, p. [2].
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2.30

2.31

2.32

from the bill, stating that work completed under the levy must involve the
permanent plugging of wells.*

The Wilderness Society and the ACCR questioned the environmental outcomes
associated with leave in place decommissioning, with the ACCR submitting
that:
Oil and gas companies are highly motivated to minimise their rehabilitation
costs and the industry has often advocated for 'rigs to reefs'. ACCR notes
there is a lack of independent and peer-reviewed research into the
environmental benefits of leaving oil and gas structures in Australian
waters. Current concerns include physical damage to existing benthic
habitats (should the asset be moved and dropped from its original location),
undesired impacts on marine food chains, the facilitation of the spread of
invasive species and the release of contaminants as rigs corrode.*

The Wilderness Society and Mr Taylor Rundell of the AWU suggested that
removal of infrastructure should be the baseline of any purpose of the act to
support full decommissioning.3* The
Offshore Alliance recommended that the current definition of
'decommissioning’ be amended to refer to 'decommissioning costs' and that the
provisions of the OPGGS Act and existing NOPSEMA policies be used to guide
the work.%

A number of submitters suggested that the definition of 'decommissioning' be
expanded to include the recycling of facilities in order to create additional jobs
in transport and dismantling, as well as providing raw materials.3¢

Commonuwealth’s decommissioning costs

2.33

2.34

There was some discussion by witnesses as to the total anticipated costs
associated with decommissioning the Laminaria-Corallina fields, impacting on
the implementation of provisions relating to the levy period, the levy rate and
early termination of the levy.

DISER advised that does not have a final cost for the remediation and
decommissioning® and that it cannot disclose what the government's costs will

32 Offshore Alliance, MUA, AWU, Answer to question on notice, Number 1, 8 November 2021
(received 12 November 2021).

3 ACCR, Submission 7, pp. 2-3.

3 Wilderness Society, Submission 2, p. [2]; Mr Rundell, AWU, Proof Committee Hansard,
8 November 2021, p. 5.

% Offshore Alliance, Submission 3, pp. 15-16; Mr Rundell, AWU, Proof Committee Hansard, 8 November
2021, p. 5.

% Offshore Alliance, Submission 3, p. 16; ACCR, Submission 7, p. 2; Wilderness Society, Submission 2, p.

1.

% Mr Paul Trotman, Head of Division, Resources Division, DISER, Proof Committee Hansard,
8 November 2021, p. 26.
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be, given it is currently running a global procurement. Mr Paul Trotman,
Head of Division at DISER, told the committee that:

As part of that, it would be very difficult for us to put a number out in the
public realm because it would potentially jeopardise the ability for the
government to get best value for money if the figure was out there. But there
has been a lot of speculation in the media around what the costs of the total
levy might be.

2.35 Similarly, the Treasury advised that the total expected to be collected through
the levy —or the government's decommissioning costs—are not for publication
due to the commercial sensitivities of the procurement process. Further, the
Treasury advised that it had not separately costed or modelled what
decommissioning costs would be, but it relied on costings and estimates
developed through the Department of Finance and DISER.¥

2.36 DISER anticipated that it would have a better idea of costs once expression of
interest and request for proposal processes are completed, with benchmarking
and independent expert advice providing assurance that the decommissioning

is obtaining value for money and not wasting funds.*

Costs covered by the levy
2.37 DISER and the Treasury told the committee that a range of direct and indirect
costs are expected to be covered by the levy including but not limited to:

costs associated with operating and maintaining the Northern Endeavour
including wells and infrastructure, including before decommissioning
commences;

preparing for decommissioning and decommissioning processes (such as
disconnection, removal and disposal of the Northern Endeavour as well as
plugging the wells and removal of any subsea infrastructure and associated
environmental remediation);

any costs arising from spending in emergency circumstances, such as a
significant oil spill;

Insurances;

procurement and assessment of any alternative proposals put forward by
industry;

obtaining legal advice in preparing contracts to undertake the works and
other costs associated with the Commonwealth having to establish the
Northern Endeavour Taskforce as a result of the Australian Government
action to keep the Laminaria and Corallina oilfield, including legal costs

%  Mr Trotman, DISER, Proof Committee Hansard, 8 November 2021, p. 26.

3 Mr Winckler, Treasury, Proof Committee Hansard, 8 November 2021, pp. 35-36.

4 Mr Shane Gaddes, Head of Liquid Fuels and Northern Endeavour Division, DISER,
Proof Committee Hansard, 8 November 2021, p. 30.
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associated with current legal proceedings in the New South Wales Supreme
Court;

* administrative expenditure paid by DISER to external parties;

» costs of the Northern Endeavour Taskforce; and

* regulatory costs incurred by NOPSEMA .4

2.38 The Treasury confirmed that it does not cover costs such as Commonwealth

financing costs or departmental costs.*

2.39 Mr Shane Gaddes from DISER, advised the committee that around $148 million

had been spent on decommissioning the Laminaria-Corallina fields to date,*
with $230 million in contracts committed to maintaining the Northern Endeavour
as at March 2021.4

Cost-efficiencies and cost-cutting
240 Chevron Australia thought that the levy, as currently structured, does not

provide an incentive for the government to manage its costs in a cost-efficient
manner,* and clearly remained concerned at the amount the levy would collect
from oil and gas producers which were not responsible for the events leading to
the government takeover of the Northern Endeavour and associated
responsibilities.

2.41 The committee heard evidence that Upstream Production Solutions' (UPS) costs

associated with operating the Northern Endeavour in lighthouse mode appear to
be more than double KPMG's production mode costs. Senator Rex Patrick
queried whether this was providing value for taxpayers. Mr Gaddes advised the
committee that the engagement of UPS was done in accordance with the
Commonwealth Procurement Rules and that the scope of work undertaken in
lighthouse mode was 'vastly different' to normal operations, with additional
decommissioning readiness incurring additional costs.
The department was unable to comment further due to legal proceedings.
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Mr Trotman, DISER, Proof Committee Hansard, 8 November 2021, p. 23; Mr Gaddes, DISER,
Proof Committee Hansard, 8 November 2021, pp. 25-26; Mr Winckler, Treasury, Proof Committee
Hansard, 8 November 2021, p. 36; NOPSEMA, Submission 11, p. [2]; Treasury, Answer to question on
notice, Levy cost coverage, 8 November 2021 (received 12 November 2021).

Mr Winckler, Treasury, Proof Committee Hansard, 8 November 2021, p. 36.
Mr Gaddes, DISER, Proof Committee Hansard, 8 November 2021, pp. 25-26.

DISER, Answer to question on notice, AI-21, 2020-21 Additional Estimates, 25 March 2021 (received
20 May 2021).

Chevron Australia, Submission 9, p. 2.

Senator Rex Patrick, Senate Economics Legislation Committee and Mr Gaddes, DISER,
Proof Committee Hansard, 8 November 2021, p. 32; DISER, Answer to question on notice, Number 7,
8 November 2021 (received 15 November 2021).
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2.42 Some witnesses thought that the government would be under considerable

pressure from the oil and gas industry to reduce costs, and thereby the total
amount levied on the industry.#” Mr Liam O'Brien Assistant Secretary of the
Australian Council of Trade Unions (ACTU) told the committee of the potential
for cost-cutting;:

As I'm sure others have noted and the committee is very aware of,
decommissioning of assets is not something that businesses or operators will
profit from and therefore it is highly likely that it's exposed to cost-cutting
practices. Others have talked about experiences elsewhere throughout the
industry and how this has often played out, but it should not be understated
that the issues that face decommissioning of these assets are really increased
by the economic situation.*

2.43 This view was supported by Mr Rod Campbell of the Australia Institute:

Returning again to what Saul Kavonic told the Petroleum Club NT, he said:
'As many in the audience would know, companies have not really been
decommissioning, even once the facility comes to the end of its life. They're
just mothballing it and ticking it over and pushing it down the road. I would
argue that, other things being equal, we won't see a mooted
decommissioning boom looming. If anything, companies have no appetite
for spending decommissioning dollars while the oil price is low.' What we're
seeing is, wherever possible, oil and gas companies will try and pass
decommissioning costs on to other smaller companies and eventually on to
the taxpayer, as the Northern Endeavour debacle has shown.*

Levy period and termination
2.44 Proposed section 7 of the OP levy bill considers the levy period and early

termination mechanism. Submitter views on the levy period and termination
focussed on how the levy period was calculated and whether this would allow
sufficient time for government costs to be recouped, restriction of the levy
period to four years, the suggestion of a permanent levy and the powers of the
minister in relation to early levy termination.

Need for a permanent levy
245 A number of submissions discussed their concerns about the wider

decommissioning liabilities and wave of decommissioning work that will be
required as facilities in Australian waters age and fields stop producing.>
The Offshore Alliance explained the size of the challenge:
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Dr Penny Howard, National Research Officer, Maritime Union of Australia and Offshore Alliance,
Proof Committee Hansard, 8 November 2021, p. 6; Ms Lerch, Wilderness Society, Proof Committee
Hansard, 8 November 2021, p. 9.

Mr Liam O'Brien, Assistant Secretary, ACTU, Proof Committee Hansard, 8 November 2021, p. 6.
Mr Campbell, The Australia Institute, Proof Committee Hansard, 8 November 2021, p. 18.

See, for example: Wilderness Society, Submission 2, p. [3]; Offshore Alliance, Submission 3,
pp. 11-12; Friends of the Earth Australia, Submission 4, p. [2]; ACCR, Submission 7, p. 2.
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2.46

2.47

2.48

A report for National Energy Resources Australia in February on total
decommissioning liability found that decommissioning would cost
$52 billion AUD ($40.5 billion US), based on total removal of all offshore
equipment, and there are:

¢ 1,008 offshore wells;

* 57 fixed facilities with 237,000 tonnes topside and 518,000 tonnes
underwater;

* 82 pipelines with a total length of 4,960km, plus 205 infield flowlines
(1,700km);

* 130 umbilicals with a length of 1,500km; and

e 535 subsea structures such as manifolds.!

A number of submissions expressed concerns that the oil and gas industry
would not take full responsibility for the costs associated with
decommissioning, with the potential for costs to be borne by taxpayers, worker
safety and the environment.®? They argued for the levy to be extended or made
permanent.

The Australia Institute thought that provision should be made for the levy to be
extended in the event of future abandonments, or other costs arising, such as the
later discover of substandard work, or future innovations in decommissioning
or changed expectations around decommissioning standards, recommending
changes to the bill:*

The bigger picture is that we're concerned that this narrow focus on this one
incident is, perhaps, if not blinding the committee, certainly narrowing the
focus of discussion to one incident, whereas, really, there is a massive and
industry-wide task ahead of us. So ensuring that this legislation could either
be changed or extended to help address some of that wider problem would
be really useful, in our view.5

350.org Australia welcomed the application of the temporary levy and
recommended that a permanent levy be implemented to cover
decommissioning costs and reduce public risk:

... [the levy] is being heavily fought by the petroleum industry and lobby
groups, who have called the minor, 1 per cent per barrel, or 48 cent levy
'extreme’ and it seems it would prefer to see the public bear the costs of
cleaning up after the oil and gas industry. A permanent levy is needed or an

51 Offshore Alliance, Submission 3, p. 11.

52 The Australia Institute, Submission 13, pp. 3 and 6-7. See, for example: Jubilee Australia,
Submission 8, p. 3; Wilderness Society, Submission 2, p. [3]; Offshore Alliance, Submission 3, pp. 11-
12; Friends of the Earth Australia, Submission 4, p. [2]; ACCR, Submission 7, p. 2.

5 The Australia Institute, Submission 13, pp. 3 and 6-7.

5% Mr Campbell, The Australia Institute, Proof Committee Hansard, 8 November 2021, p.19;
The Australia Institute, Submission 13, p. 6.
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2.49

2.50

2.51

overhaul of the legislative framework is needed to ensure that clean-up costs
are carried by the companies who have profited from infrastructure.

This opinion was shared by the Wilderness Society and
Mr Benjamin Cronshaw,*® with the Wilderness Society advising that a
permanent levy would offset the risks associated with Australia's rapidly ageing
and end of production facilities and full removal decommissioning.*

The Offshore Alliance told the committee that when the levy was first
announced there was as no end date and that subsequently an end date of 2029-
30 was inserted into the bill, with no mechanism for extension. It noted that no
information about how the levy period was calculated has been made publicly
available and speculated that 'there is no evidence that the decommissioning
task will be completed by then'. The Offshore Alliance recommended that the
levy should remain in place until all decommissioning work is completed.>

NOPSEMA provided evidence to the committee that, unless otherwise
approved in an environmental plan (EP), all property and equipment is required
to be removed in accordance with the provisions of the OPGGS Act, and that
there are currently six EPs that include petroleum activities for the removal or
otherwise satisfactorily dealing with property. NOPSEMA also noted that it
conducted an initial series of inspections to support its Decommissioning
Compliance Strategy and that it has stepped up its regulatory response to non-
compliance and lack of planning in relation to oil and gas decommissioning:

This identified a range of situations where little or no planning for removal
was in place for facilities near or past the end of operations.

In response, NOPSEMA has issued a number of General Directions to
titleholders to plug or close off wells, remove property and provide for the
conservation and protection of natural resources. These notices are
published on NOPSEMA's website. NOPSEMA has developed and
published a Compliance Plan outlining steps to be taken to bring all
titleholders into compliance using a tiered approach.

Termination of the temporary levy

2.52

Treasury told the committee that the levy end date was fixed in order to send 'a
clear signal that the levy is a temporary measure', and that the 2029-30 end date
was a conservative choice of date which would ensure that all costs are

5 350.org Australia, Submission to the Senate References Committee inquiry into Australia's oil and
gas reserves, Submission 48, p. 2.

% MTr Cronshaw, Submission 12, p. [1].

57 Wilderness Society, Submission 2, pp. [3-4].

5% Offshore Alliance, Submission 3, p. 17.

% NOPSEMA, Answers to questions on notice, Numbers 10 and 11, 8§ November 2021 (received
15 November 2021).
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2.53

2.54

2.55

2.56

recovered.®® When asked what would happen if costs had not been fully
recovered by 2029-30 the Treasury that this would be a decision for the
government of the time.®!

DISER advised that the ability to terminate the levy early was an important
design feature of the levy, and it would 'support the department in undertaking
this large and unprecedented project [by matching levy collection with project
spending], without over-collecting monies from industry'. DISER did, however,
note that during consultation stakeholders raised policy objections to some key
features of the levy, including in relation to the timeframe and the total amount
collected.®?

During the public hearing, Senator Dorinda Cox asked how the government will
measure when the removal and remediation are complete. In response
Mr Gaddes said that it was too early for DISER to determine that and that:

Any approvals that we would be operating under—for example, the
environment plan and the well operations management plan from
NOPSEMA —and also any conditions that are attached to the EPBC Act
[Environment Protection and Biodiversity Conservation Act 1999] approval by
the environment minister will guide when we finish decommissioning. So
it's too early for us to tell what conditions the regulators will apply and when
those conditions will be met.®

Friends of the Earth Australia® and the Offshore Alliance expressed concern
that the levy could be terminated early. The Offshore Alliance thought that the
potential for an early end date may:

...lead to cost pressure, particularly as the levy does not include any other
requirements on the quality of work, or independent checks to ensure
removal and remediation are completed. All of the details in the legislation
are about limiting cost.®

The AWU were blunt in their assessment of the levy end date:

... the time frame is set for the end of this levy by 2029 but we have no idea
whether the task will be done by 2029. Further, as Adrian's mentioned, the
resources minister can decide that the levy ends at any point and he'll be
under great pressure to do [so]. The levy should apply while it's needed.
There shouldn't be an opportunity to end it before the need for it is gone.%

60  Mr Winckler, Treasury, Proof Committee Hansard, 8 November 2021, p. 33.

6t Mr Winckler, Treasury, Proof Committee Hansard, 8 November 2021, p. 37.

62 DISER, Submission 5, pp. 4-5.

6 Mr Gaddes, DISER, Proof Committee Hansard, 8 