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Topic 8 – Australian Gas Industry

Australian Gas Industry
 Australia has vast gas resources, with 400 trillion cubic feet of estimated reserves.
 This is enough to power a city of 1 million people for 8000 years.
 It is expected that exploration will uncover more to this base.
 Natural gas is predominantly methane: CH4
 Natural Gas is used mainly for power generation but is also used for heating, cooking fuel, feedstock for

fertiliser and chemical production
 Heating bill is lower than cooling bill – bc use gas directly.
 Gas production in Australia is growing.
 Gas in Australia generates less than 9% of our electricity.
 This is very low by comparison with international rates and in this respect Australian gas is an under-utilized

resource.
 Gas fired power plants are utilized to generate electricity.
 Electricity is most often generated at a power station driven by heat engines fueled by: coal, gas, nuclear

fission, kinetic energy of flowing water, solar photovoltaics, geothermal.
 Gas fired power plants produce less greenhouse gas emissions than coal burning plants.
 Gas offers a clean, natural source of large-scale baseload and peaking power for Australia
 The Australian Gas industry has argued that it is under-utilized by comparison with coal – and that there is a

significant opportunity for expansion.
 Significant expansion planned for the future.
 Gas is the third largest energy resource in Australia after coal and uranium.

o Most conventional gas resources are located off the northwest coast of Australia and are being
developed for either domestic use and for export as LNG.

o Unconventional gas resources also exist in the major coal basis of eastern Australia and are also being
developed for domestic use and for export as LNG.

Australian Gas Market
 There are three primary and quite diverse gas markets in Australia:

o the western market;
o the northern market; and
o the eastern market.

 The Western market covers Western Australia.
 The eastern market connects Victoria, New South Wales, Queensland, South Australia and Tasmania.
 The Northern market covers the Northern Territory and parts of South Australia

Australian Gas Market Report – 2015
 The report provides a comprehensive evaluation of the state of the Eastern gas market following broader

global changes in both domestic and international economies and commodity markets.
 The report constructs a market model that subdivides the Eastern market into North and South regions.
 Key Issues for the Report:

o Are there sufficient gas reserves to supply the market over the long term?
o Is there sufficient production capacity to meet projected domestic and export demand?
o How will events in the global LNG market affect the domestic gas market?
o Given the concentration of upstream ownership, what is the impact of a potential supplier oligopoly

on gas prices and levels of production?
o Case study – impact of Northern Territory supply.
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Conventional and unconventional gas
 The terms “conventional gas” and “unconventional gas” refer to forms of natural gas differentiated primarily

by the types of reservoirs in which they are found.
 Conventional natural gas is found in permeable sandstone reservoirs.
 Unconventional gas refers to gas in several types of reservoirs that have only recently become commercially

viable.

Forms of unconventional gas
 Coal seam gas (CSG) is found in coal deposits.
 Shale gas is found in shale deposits.
 Tight gas is found in relatively impermeable geological formations in which gas does not flow as well as it

would in a conventional reservoir and it cannot as easily be brought to the surface.

LNG
 LNG is natural gas (conventional or unconventional) that has been superchilled to -161°C.

o At this temperature, gas converts to liquid form and becomes easier to transport in tankers and
easier to store, as LNG takes up about 1/600th of the volume occupied by the methane in its gaseous
form.

 Australia’s major LNG markets are: Japan, China and South Korea. India is an emerging market
 APPEA facts: Australia is the 4th largest exporter of LNG in the world.

o In 2011 Australia exported 18.9 million tonnes.
o By 2020 it is planning to export 60 million tonnes (CSG production will assist with this)

LNG Projects
1. North West Shelf Venture (NWSV) – began shipping LNG in 1989. The project has since grown to include five

production units (or trains) and it now produces up to 16.3mtpa of LNG.
2. Darwin LNG – began production in 2006. This one-train project produces up to 3.5mtpa.
3. Pluto - started production in April 2012.

a. It has one 4.3mtpa production train but at least one additional train is being planned.

 Seven large Australian LNG schemes are currently under construction.
o Four from gas fields in northern Western Australia (Gorgon, Prelude, Wheatstone and Ichthys) and

three from Queensland (Queensland Curtis LNG, Gladstone LNG and Australia Pacific LNG).
 In total, Australia currently has about $200 billion worth of LNG projects.
 Queensland is a world leader in developing CSG – LNG technology

Regulatory Framework
 Part IIIA of the Competition and Consumer Act 2010 (Cth) establishes the Australian Energy Regulator (AER).
 Australian energy market agreement sets out the legislative and regulatory framework for Australia’s energy

markets.
o It provides for national legislation that is then implemented within each participating state and

territory.
o SA is the lead legislator.
o Other jurisdictions have introduced application legislation to give effect to the SA legislation.

 Key legislation includes:
o National Electricity Law (NEL)

 Found in the Schedule to the National Electricity (SA) Act 1996 (SA).
 NEL establishes obligations in the national electricity market and for electricity networks.
 The NEL is supported by the National Electricity Rules and National Electricity 9SA)

Regulations 2003-2007 and 2010.
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o The NGL is a Schedule to the National Gas (SA) Act 2008 (SA).
 NGL establishes obligations for gas pipelines, gas wholesale markets, and a gas market

bulletin board.
 The NGL is supported by the National Gas Rules and National Gas (SA) Regulations 2008.

o The National Energy Retail Law (NERL) is a Schedule to the National Energy Retail Law (SA) Act 2011
(SA).
 The NERL regulates the supply and sale of energy to retail customers.
 The NERL is supported by the National Energy Retail Regulations 2012 (SA).

o The Australian Energy Market Commission Establishment Act 2004 (SA) establishes the Australian
Energy Market Commission (AEMC) and the Australian Energy Market Commission Establishment
Regulations 2005.

 Pursuant to the terms of the 1979 Offshore Constitutional Settlement and the Constitutional division of
powers, the power to impose taxation and other charges on oil and gas production is divided between the
Commonwealth and the States/Territories.

 The Commonwealth holds title for all areas seawards of the outer boundary of the territorial sea (i.e. beyond
3 nautical miles) while the States/Territories control areas landwards of this boundary. (See topic 4)

 A common mining code has been adopted that covers all petroleum regulation in submerged lands.
 Revenue raised by State governments is royalty-based (see topic 7)

o The Commonwealth is also able to levy excise as well as royalty and profit taxes.

National Gas Law (NGL)
 In 2008, the Ministerial Council on Energy Standing Committee of Officials completed consultation on and

drafting of a new national gas law (NGL).
o The NGL was developed to reform the governance arrangements for the regulation of national gas

pipeline services in Australia.
o It fully replaces the Gas Pipelines Access Law (including the Gas Code) which previously regulated

pipeline services throughout Australia
 NGL was to introduce high-level policy direction, economic regulation, rule making, and rule

enforcement.
 Reform was intended to encourage efficient investment in gas infrastructure, streamline the

rule change process, and increase transparency in the gas market.
 NGL modelled on a similar regime which exists with respect to the NEL.

 The increased consistency between electricity and gas regulation resulting from the implementation of the
latest NGL is expected to strengthen the national character of the governance and economic regulation of the
energy sector.

o The National Electricity Law is set out in the Schedule to the National Electricity (South Australia) Act
1996 (SA)

 NGL Objective: ‘to promote efficient investment in, and efficient operation and use of, natural gas services
for the long term interests of consumers of natural gas with respect to price, quality, safety, reliability and
security of supply of natural gas.’

 Mirror application legislation has been enacted in other jurisdictions implementing the National Gas Law in all
States and Territories.

o The National Gas Law reforms the gas access regulation and replaces the Gas Pipelines Access (South
Australia) Act 1997, commonly known as the Gas Code. For Vic see: National Gas (Victoria) Act 2008
(Vic).

 The National Gas Rules (NGR) govern access to natural gas pipeline services and broader elements of natural
gas markets.

o The NGR carries the force of the National Gas Law (NGL).
 The NGR sets out the processes by which the gas markets are operated and the

responsibilities and obligations of the market participants.
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 The objectives of the NGR are to:
o Facilitate efficient, competitive and reliable gas markets.
o Regulate the operation and administration of the gas markets.
o Regulate activities of participants in the gas markets.
o Provide for access to the DTS and ensure its security.

 The NGL established two principal regulatory bodies for the gas and electricity sectors:
o The Australian Energy Regulator (AER); and
o The Australian Energy Market Commission (AEMC).

 The AER is responsible for monitoring, investigating, enforcing and reporting on compliance by regulated
entities with obligations under the NGL (and also the NEL) and their respective Rules.

Functions of the Australian Energy Regulator (AER): Regulatory Framework
 The functions and powers of the AER and the manner in which those functions and powers may be exercised

are set out in ss 27 and 28 of the NGL schedule

National Gas (SA) Act 2008 SA – Schedule: National Gas Law
Chapter 2—Functions and powers of gas market regulatory entities
Part 1—Functions and powers of the Australian Energy Regulator
Division 1—General
S 27—Functions and powers of the AER
1. The AER has the following functions and powers:

a. to monitor compliance by persons (including AEMO) with this Law, the Regulations and the Rules,
including compliance with an applicable access arrangement, an access determination and a ring
fencing decision; and

b. to investigate breaches or possible breaches of provisions of this Law, the Regulations or the Rules,
including offences against this Law; and

c. to institute and conduct proceedings in relation to breaches of provisions of this Law, the Regulations
or the Rules, including offences against this Law; and

d. to institute and conduct appeals from decisions in proceedings referred to in paragraph (c); and
e. AER economic regulatory functions or powers; and
f. to prepare and publish reports on the financial and operational performance of service providers in

providing pipeline services by means of covered pipelines; and
g. to approve compliance programs of service providers relating to compliance by service providers with

this Law or the Rules; and
h. any other functions and powers conferred on it under this Law or the Rules.

1a. The AER has the following functions and powers in relation to the Procedures:
a. to investigate breaches or possible breaches of the Procedures referred to the AER by AEMO; and
b. to institute and conduct proceedings in relation to breaches of the Procedures referred to the AER by

AEMO; and
c. to institute and conduct appeals from decisions in proceedings referred to in paragraph (b); and
d. to approve, in consultation with AEMO, compliance programs relating to compliance by Registered

participants with the Procedures.
2. The AER has the power to do all things necessary or convenient to be done for or in connection with the

performance of its functions.

S 28—Manner in which AER must perform or exercise AER economic regulatory functions or powers
1. The AER must, in performing or exercising an AER economic regulatory function or power—

a. perform or exercise that function or power in a manner that will or is likely to contribute to the
achievement of the national gas objective; and

b. if the AER is making a designated reviewable regulatory decision—
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i. ensure that—
A. the covered pipeline service provider that provides the pipeline services to which

the applicable access arrangement decision will apply; and
B. users or prospective users of the pipeline services that the AER considers have an

interest in the matter; and
C. any user or consumer associations or user or consumer interest groups that the

AER considers have an interest in the matter, are, in accordance with the Rules—
D. informed of the material issues under consideration by the AER; and
E. given a reasonable opportunity to make submissions in respect of the decision

before it is made; and
ii. specify—

A. the manner in which the constituent components of the decision relate to each
other; and

B. the manner in which that interrelationship has been taken into account in the
making of the decision; and

iii. if there are 2 or more possible designated reviewable regulatory decisions that will or are
likely to contribute to the achievement of the national gas objective—

A. make the decision that the AER is satisfied will or is likely to contribute to the
achievement of the national gas objective to the greatest degree (the preferable
designated reviewable regulatory decision ); and

B. specify reasons as to the basis on which the AER is satisfied that the decision is
the preferable designated reviewable regulatory decision.

2. In addition, the AER—
a. must take into account the revenue and pricing principles—

i. when exercising a discretion in approving or making those parts of an access arrangement
relating to a reference tariff; or

ii. when making an access determination relating to a rate or charge for a pipeline service;
and

b. may take into account the revenue and pricing principles when performing or exercising any
other AER economic regulatory function or power, if the AER considers it appropriate to do so.

3. For the purposes of subsection (2)(a)(ii), a reference to a "reference service" in the revenue and pricing
principles must be read as a reference to a "pipeline service".

 Summary of ss 27-28
o Monitor compliance
o Investigate breaches and conduct proceedings
o Publish reports on financial of service providers in providing pipeline services
o Approve compliance programs
o All things necessary and convenient in connection with its functions
o Should take into account revenue and pricing principles when exercising a discretion

Australian Energy Market Operator (AEMO): Regulatory framework
 The Australian Energy Market Operator (AEMO) was created by the Council of Australian Governments

(COAG) and developed under the guidance of the Ministerial Council on Energy (MCE).
 AEMO seeks to improve the national character of energy market governance by bringing together under the

one operational framework responsibility for both electricity and gas retail and wholesale market functions as
well as the management of Victoria’s gas transmission network and national transmission planning.
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 AEMO is responsible for the establishment of a short term trading market, which sets a daily wholesale price
for natural gas.

 AEMO’s statutory functions are listed in s 91A of the National Gas (SA) Act 2008 (SA) – Schedule: National
Gas Law

S 91A—AEMO's statutory functions
1. AEMO has the following functions:

a. to operate and administer markets for natural gas in accordance with this Law, the Rules and the
Procedures;

b. to promote the development, and improve the effectiveness of the operation and administration of,
gas markets;

i. (ba) conduct trials relating to the operation and administration of markets, or parts of
markets, for natural gas that are or will be governed by this Law, the Rules and the
Procedures;

c. to register persons as Registered participants;
d. to exempt certain persons from being registered as Registered participants;
e. to facilitate retail customer transfer, metering and retail competition (including balancing, allocation

and reconciliation of gas deliveries and withdrawals to and from subnetworks);
f. for an adoptive jurisdiction—the declared system functions or STTM functions (as the case requires);
g. to make, amend or revoke Procedures;

i. (ga) the gas trading exchange functions;
h. to operate and maintain the Natural Gas Services Bulletin Board;
i. to prepare, periodically review, revise, and publish the gas statement of opportunities;
j. to investigate breaches or possible breaches of the Procedures;
k. any functions conferred by jurisdictional gas legislation or an application Act;
l. any other functions conferred under this Law, the Rules or the Procedures.

Notes—
1 AEMO has additional functions under its Constitution.
2 It should be noted that AEMO's statutory functions include its functions under the National Electricity Law
and the National Electricity Rules: see definition of statutory functions in section 2.
3 AEMO also has responsibilities, under Part 4 of the Australian Energy Market Commission Establishment
Act 2004 of South Australia, related to administrative costs associated with the work of the Consumer Advocacy
Panel.
4 AEMO has additional functions and powers under the National Energy Retail Law and the National Energy
Retail Rules.

2. AEMO must, in carrying out functions referred to in this section have regard to the national gas objective.

Purpose of the NGL
 The Natural Gas Law establishes the basis for regulation of access to gas pipelines as well as a range of other

general provisions.
o The functions of the NGL may be summarized as follows:

 Sets out the requirements and duties of the provider of a covered pipeline service, including
ring fencing;

 Sets out the access arrangements for covered pipelines, including price and revenue
regulation and the arbitration of access disputes by the regulator;

 Sets up the natural gas services bulletin board and the short term trading market;
 Outlines enforcement proceedings where a breach of the NGL occurs;
 Outlines the way in which decision making under the NGL  is to be carried out and,
 Establishes the scheme register.
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 Applies economic regulation to ‘covered’ pipelines:
o s11 NGL – 4 criteria:

i. promote a material increase in competition in another market;
ii. it is uneconomic to duplicate the pipeline;

iii. access is consistent with safety; and
iv. access is not contrary to the public interest.

 If ‘uncovered’ then commercial negotiation
 Service providers of covered pipelines must submit all access arrangements to the AER for approval, including

the price and other terms and conditions of access.
 If AER doesn’t approve access arrangement, it must then make an access arrangement itself, within two

months.
 AER must consider ‘revenue and pricing’ principles:

o A service provider needs a reasonable opportunity to recover ‘efficient costs’ incurred in providing
service and compliance;

o A service provider should have effective incentives to promote economic efficiency;
o Allowance made for the value of the relevant pipeline;
o Regard to pipeline valuation set out in a previous access arrangement or regulatory decision;
o Regard to the economic costs and the potential for under and over investment in the pipeline by a

service provider; and
o Regard to the economic costs and the potential for under and over utilisation of the pipeline.

 DIFFERENT rules depending on if: transmission (convey to a gas market) or distribution (reticulate within a gas
market) pipeline

Pipeline classification under the NGL
 NGL only has an application to what it describes as ‘covered’ pipelines.
 Access to ‘uncovered’ pipelines remains a matter for private commercial negotiation and arrangements

without recourse to a regulator.
 Applies economic regulation to cover pipelines.
 Covered pipelines are those which meet the coverage criteria

o Per s 15 of the NGL, coverage is determined according to market threshold criteria.
o The criteria requires a material increase in at least one market to occur where access to a pipeline

service occurs.
o Further, it must be proven to be uneconomic to develop another pipeline to provide pipeline services

and also that access to the pipeline does not cause risk to human health or safety and is not
detrimental to the public interest.

 In The Pilbara Infrastrucutre Pty Ltd v Australian Competition Tribunal the HC concluded that public interest
in this context imports a discretionary value judgement that is to be made by reference to undefined factual
matters’; and

o as such, the range of matters the Minister may have regard to when considering whether to be
satisfied that access (or increased access) would not be contrary to the public interest is very wide
indeed.

 A pipeline will be covered by the NGL where the following criteria can be established:
o The relevant minister, taking into account the recommendations of the National Competition Council,

determines that the pipeline should be covered on the basis that it meets all four of the pipeline
coverage criteria in s 15 of the NGL which are:
 as outlined above: that access would promote a material increase in competition in another

market, it is uneconomic to duplicate the pipeline;
 access is consistent with safety, and access is not contrary to the public interest.

o The pipeline is developed following a competitive tender process approved by the AER under the new
regime; or

o The service provider voluntarily submits an access arrangement in respect of the pipeline to the AER.
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 Implementation of a tiered coverage regime under the NGL is crucial because it promotes the use of natural
gas and reduces entry barriers.

 Importance of ensuring that vertically integrated orgs. Do not control access and limit competition was clearly
outlined by the FC in BHP Billiton Iron Ore Pty Ltd v The National Competition Council:

o It is the very prevention of a vertically integrated organization using its control over access to an
essential facility to limit effective competition in dependent markets that is a key activity that the
access regime seeks to deal.

 All persons are entitled to apply to the National Competition Council (NCC) to have a pipeline covered by the
NGL, or to have coverage revoked.

 Coverage will not apply to pipeline which are subject to a 15 year greenfields exemption.
 Under the NGL, pipelines are automatically classified as either transmission or distribution pipelines by the

NCC.
o Primary function of a transmission pipeline is to convey gas to a market.
o Primary function of a distribution pipeline is to reticulate gas within a market.

 Classification affects the obligations to which the pipeline service provider is subject under the NGL and also
which relevant minister has jurisdiction to determine coverage.

 S 13(1) National Gas (SA) Act 2008 (SA) makes it clear that pipelines will be classified according to their
primary function, as a distribution or transmission pipeline.

 S 13(2) states the primary function test remains the main basis for pipeline classification despite the need to
examine the physical characteristics of the pipeline including the diameter, the linear config., and the
pressure at which the pipeline is designed to operate.

o S 13(2) factors are thus informative rather than determinative.
 For cross-boundary pipelines, the most important determinant is the jurisdiction with which the pipeline is

most closely connected (s 14 National Gas (SA) Act 2008 (SA))
 Applicant is entitled to apply for a reclassification.

o In deciding whether a pipeline should be reclassified, the NCC must take into account the pipeline
classification criterion in ss 13(1) and (2) and should also have regard to the national gas objective.
 In particular, consideration should be given to the issue of whether changing the obligations

to which the pipeline’s service provider is subject is likely to have any effect on the efficiency
of pipeline access or the operation of gas markets.

 If reclassification will diminish rights of third parties in a manner not consistent with the
national gas objective, reclass. may be refused.

Full and light pipeline regulation
 Two forms of regulation are available where a pipeline is covered.

o Full; and
o Light regulation

 Eligible pipeline service providers operation covered pipelines may apply for a light regulation determination
and thereby avoid the upfront setting of reference tariffs under the access arrangement process.

 Full pipeline regulation: submit an access arrangement to be approved by AER
o An access arrangement for a fully regulated pipeline is far more comprehensive in nature and scope

and includes obligations to specify reference services, reference tariffs, capacity trading
requirements, extension and expansion requirements and, where relevant, review submission dates:
s 48 NGR

 Light regulation adopts a negotiate/arbitrate model for third party access, with referral to arbitration by the
regulator in the event of an access dispute.

 Have to apply for light regulation – s 112(2) – factors include:
o services provided,
o capacity,
o locations served,
o any other pipeline serving those locations within 100km,
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o cost differential,
o rshp between owner,
o operator,
o controller of pipeline and user.

 NGL provides a 15-year no-coverage ecemtion for a greenfields pipeline project, where exemption is sought
prior to a pipeline being commissioned.

 The NGL also provide an exemption for a maor extension to a covered pipeline where the extension is
specifically exempted by the AER.

 Primary concern of the NGL is to ensure that the form of regulation that is appropriate for particular pipeline
services is proportionate to the degree of market power that is involved.

o Expensive, heavy regulation is only needed where there is the potential for significant inefficiencies
flowing from the exploitation of market power.

Regulatory Framework: Tax and Commercial
 2008: The Henry Tax Review commenced and the final report was presented to the Government in late 2009.
 The recommendations covered many facets of the Australian taxation system but there was a specific focus

on the resources sector.
o The Henry Report recommended introducing a new resource taxation system focused on increasing

the Government’s take from extraction of Australia’s non-renewable resources.
 The Government announced the introduction of the “resource super profits tax” (RSPT), but it rejected the

proposal for the RSPT to be extended to offshore waters where the Petroleum Resource Rent Tax (PRRT )
regime already applies.

o The resources sector uniformly and strongly condemned the RSPT.
o RSPT was subsequently abandoned.

 Replaced with an expanded PRRT for oil and gas operations AND a new minerals resource rent tax for iron
ore and coal production.

Petroleum Resource Rent Tax (PRRT): Regulatory framework
 Petroleum Resource Rent Tax Assessment Act 1987 (Cth) (PRRT) applies to all projects seawards of the outer

limits of the territorial sea AND from July 2012 all onshore oil and gas production.
 The basic features of the PRRT are:

o It is assessed on a project basis;
o liability to pay PRRT is on a producer/company basis;
o it is levied before company tax and PRRT payments are deductible for company tax;
o it is assessed at a rate of 40 per cent;
o It is payable quarterly on an instalment basis;
o a liability is incurred when all allowable expenditures (including compounding) have been deducted

from assessable receipts;
o deductible expenditures include exploration, development, operating and closing activities;

Regulatory Framework: Safety and Environmental Management
 In 2010 the Montara Commission found Australia’s offshore oil and gas regulatory regime to be seriously

wanting in its oversight of safety and environmental management.
 Need to establish an integrated offshore regulatory authority for these critical operational
 In 2011 Government announced the establishment of the National Offshore Petroleum Safety and

Environmental Management Authority (NOPSEMA) and the National Offshore Petroleum Titles
Administrator (NOPTA).

 NOPSEMA is now given specific regulatory power in the Offshore Greenhouse Gas and Storage Act 2006
(Cth) ss 277A, 574, 577, 588 (eg cancel titles, give directions, take action if there is a breach of direction)
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Esso-Longford Disaster
 1998 Esso-Longford Gas Disaster.

o The Longford gas plant was owned by a joint partnership between Esso and BHP.
 Esso was a wholly owned subsidiary of US based company, Exxon (which has sinced merged with Mobil).
 BHP has merged with UK based Billiton – now BHP Billiton.
 Longford plant is the onshore receiving point for oil and natural gas output from production platforms in Bass

Strait.
 Longford Gas Plant Complex consists of 3 gas processing plants and one crude oil stabilisation plant.
 Longford was the primary provided of natural gas to Victoria (and also NSW)
 On Friday 25 September 1998, a pump supplying heated lean oil to heat exchanger GP905 in Gas Plant No. 1

went offline for four hours.
 Due to an increase in flow from the Marlin Gas Field which caused an overflow of condensate in the absorber.

A fracture occurred in the heat exchanger.
o Ten metric tonnes of hydrocarbon vapour were immediately vented from the rupture.  A vapour

cloud formed and drifted downwind.
o A fire resulted when it hit a set of heaters 170 metres away.
o This caused a burning cloud which reached the rupture in the heat exchange causing a massive jet fire

that lasted for two days.
o Two men were killed and eight others were injured.

 Longford plant shut down and the state of Victoria was left without its primary gas supplier.
o The Victorian Energy Network corporation shut down the State’s entire gas supply.

 Devastating gas shortage – crippled the economy.
 Loss to the hospitality industry (gas cooking reliance) was approximately $1.3 billion.
 Lasted for 20 days and didn’t resume until 14th October
 Victorians outraged and received $10 compensation on their next gas bill.
 Royal Commission: (Headed by Dawson J)
 Esso blamed accident on worker negligence.  Commisssion found Esso fully responsible:

o The causes of the accident on 25 September 1998 amounted to a failure to provide and maintain so
far as practicable a working environment that was safe and without risks to health.

o This constituted a breach or breaches of Section 21 of the Occupational Health and Safety Act 1985.
 Royal Commission found that the Longford plant was poorly designed, inadequate training for hazardous

process, managerial shortcomings meant no commission of a Hazard and Operability analysis of heat
exchange system occurred.

o Focus was not upon workers and their health.
 Esso was taken to the Supreme court by Vic Workcover authority.
 Jury found Esso guilty of 11 breaches of the Occupational Health and Safety Act 1985
 Cummins J imposed a fine of $2 million in July 2001.
 Class action: December 2004 Esso was ordered to pay $32.5 million to businesses which suffered loss.
 As a result of this, Victoria introduced the ‘Major Hazard Facilities Regulations’ to regulate safety at plants

that contain major chemical hazards.
o Facility operators must ‘demonstrate’ control of major chemical hazards via the use of a Safety

Management System.

Common safety training program
 Australia’s oil and gas industry has adopted the Common Safety Training Program (CSTP) for all personnel

working in offshore production and drilling facilities.
 On January 1, 2012 the National Offshore Petroleum Safety and Environmental Management Authority

(NOPSEMA) begins operating as Australia's single unified national regulator for offshore petroleum safety,
integrity and environmental management.

 Powers of NOPSEMA set out under s 648 OPGGA 2006 (Cth)
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 All new employees or frequent visitors must have a CSTP card.
o Old employees must undertake the new training program

Offshore Petroleum and Greenhouse Gas Storage Act 2006 (Cth): Safety
 Section 569 sets out general work practices e.g. carry out petroleum activities and utilize the pipeline in a

workmanlike manner, control the flow and prevent the waste in the permit area.
 NOPSEMA may take directions for significant offshore petroleum incidents.
 If there is a breach, NOPSEMA (s 577) may do all or any of the things outlined in the direction and award the

recovery of costs.
 Functions of NOPSEMA: s 646

o Offshore occupational health and safety in connection with offshore petroleum operations, offshore
greenhouse gas operations in Cth waters (not State)

o To develop and enforce effective monitoring and enforcement strategies for OHS
o Make recommendations to States regarding offshore OHS issues

 Powers of NOPSEMA: s 648
o Acquire, hold and dispose of real and personal property
o Enter into contracts
o Lease the whole or any part of any land or building for the purposes of NOPSEMA
o Occupy, use and control any land or building owned or held under lease by the Cth and made

available for NOPSEMA
o Conduct research and development projects to cooperate with others
o Apply for and hold patents and exploit patents.
o Anything incidental to its functions

 S 616: NOPSEMA may issue notice of a ‘petroleum safety zone’ – 500 metres around the well or structure or
equipment

o The purpose of this zone is to protect petroleum wells, structure and equipment.
o No unauthorised vessels in this area

 NOPSEMA may appoint a petroleum project inspector:
o Petroleum project inspector will be given full access and may investigate operations: inspect and test

equipment, pipelines, general operations: s 601


